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MYTN NTIPIZ NN 1PN NNTION Y02 NV TURD ININD YNIND NPNYIIN MYTH PN

YTY DY WPON MOTH NTIPID NN NN DY pin Tvn Merton Smina . yyon

955 W9 MOTND PNINN NN AYND D915 NMIN,71D9N DI DY NPNTINI vINOY
MOTND YIN NIANNY NDX0N TI ANV DT NYPS MOTND PNIND AN»NY 190NNV

59V MHANDNN MYNNNI DD -n N RV2AD DD NPX ,TI9Y .ANY TN NV

:YAP9TI Y9 MYTNYS (risk-neutral) 15005

In(F(t)/D)+(r—;o-Fj(T )

eNT —t

(24) Dis tan ce —to — Default (DD)=

NIV, AYANN MIT Y 59921 772N NLHYM MR PPIN MEY MPKN 112NN YW AN MO Mannwn nhyn *°
.12 DNYPYNY 92YH N72NN MDOYAY 7D NPINN PN NN YYD 21192 MO TYIYT NYaPH
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SV YNONN MNMYN NIN F(t) .10297 Y023 HYW 12701 NIDN NRIWNN MY RIN I IWUNRD

2NN YY 3PN TN 0 D -1 nran >0

(DD) 1599 MH1NY M*9anvHN NI’

MYTNY NMPMIANDNN NN TPTN MY D91 DX, o -M F(t) -1 IR D91PY 1NN

, 2307 ONYY NN 1N D91 YD) MNY 71292 IV MYTN DY NITHIND DRNNA WP
NIPDY MOV NNIANDN MYNNNA IV MYTND NMMIANDNN NN RVIAD O NN

-5 T yova

P, =Pr[F(T)< D]

=Pr F(t)exp{r —G—ZEJ(T —t)+o-FWT_t} < D}

=PriW;, <

=PrZ<

(25)

In(F(t)/D)+(r—;o-F](T 1)

GF\/T -t

.DD= -1 Z ~N(01) vwxo

.N(=DD) -5 mw py1on moTn NP INNR 2 DYANL PYPN NOYN
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F(t)
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pom [ o'Tnvn omwn nvonnnnm E(F(T)) e * n:‘j;)'?
F(()) “ sssssssnenes

(DD) e nivTN? pninn

-
-.Qll.ll.l.......

nIZTN N1
D_--—--—————- (Dp)llu-\.|9n

NN ninwn nnin
(EDF) pyro

>

orn O T it

29NN 1279 TN NNION Y9I NV NMHYANN :2 DIYIN

mMIINONN IR MX”HD - MPX DYY MININND WP MOTNY  MIANONN
HOIOVMN MIANDN NN NON ,DINPIN DY WP MOTND  NPOPMAINI/HNNI
N ,)21010 1N DYDIAN DIN INNRND NN DY YIS MOTND NPDLPMNDN/NIDY
2apP5 P DY .rN2ON NIDN NN NPV (NNIN) 7gNDI” IOR NNIN MNVY
AN MWOY DN PONND DY ,NNON DY NV MDTND NPDPMAIND MINANDN

=W DAPI N, 1 NN Y023 DY NXIVWNN NOMNA I )NDPON NION

(9)-1)

o T

(26) N(-DD*)=N| -

NNNYNI WHNWND D21 NNIN, 4 NNION YD) DY NRIWAN NOMN NN TIYND >7D

D23 YV NN NION NNXIVNN NYWR Ny nmax (Drift) 7nonorn  minosna (20)
107297 Y023 DY MDOVPMAIND NNDINNN DY 7PNTN MDN ONIN MY, NN
.N91 YOI DY )1DY0N NIDN NNDINNN DN

(Moody's-KMV 511) VK Y11

N 0y .Merton Sv mnnn nona Ty KMV-Merton 51in 1aw 19181 »poy 1o Ty
.Moody's-KMV 5T 599 1ay J9IxY mny nvnd NOYW vy 1ON N

.Merton 51 S nY5on wn (2] X)) VK 51n X3Py Mpnav Moody's-KMV 51in

13

2



SV WO MOTNY MIANDNN NTTHY wIN VaENP P3N Moody's-KMV 51 ,nwynd
o ppnn EDF -n (7] DxY) (EDF) pyda moTnd mnddwn nOmMn NXIPIN ,NNn9N
Moody's 730 Y¥ 51N DPLYLVLON DXNNIN TONA wHNWM ,Merton S Sv NMNINNN
5S¢ PPIIND NNYONNN DX TINXY M Yy ,Default »1y w5 vana 71y nyoxn Sy ooann
N avnn Moody's-KMV 5T ,nnnny nivannn Yy Doanna .wa mond oopniInn
MOTNS MDLVPOIRD/NON MIANONN WD EDF -0 ya m>tnd mndown nomin
Credit Monitor owa nomn mysnxa EDF -0 N 7mRD 110 .00m 1079 12y 3w
MOTNY M”NANDNN X Yapd 715 Sy9a Default My w Sy ooanna »anx MN9dn nysann
-N M NN NYTYNN L([7] x7) EDF 8.0 nXIpy Anva nwTnn NN .5 T 1 Mwn w9

7w X MoTYm Default »mywh yana 22y nyasn Sv any 97 7on > Yy EDF -5 DD
AUTIN D52 NDPON NN MIIN

PN ,NDXY MINON INDY YN K P ¥y 0 Moody's Hv Sy1mnn mouwy NN
Y NN OMNNN OMIPNN DIINND NND TINND NPDXDI MNON NNd DY P DDNNON
.Moody's KMV

DY DMNMINN MINN DY MYAN M0 MY 25NN NN DY PN Man Merton S1ina
NDD) MY NMIN DY TN NI (NP MMIDYN NODY PHN NY) 1IN DY TAN ND : 11NN
WNRNN 25711 NN SY NN Man Moody's-KMV 51ina Nkt nmiyo (13717207 »mdwn
VIO NMIAPNNN (2) NP YA NMIPNNN (1) : NN DY DIMIVHN DN DY MYIN N0
NN AN (5) -1 (N2 nvan preferred stocks) Moty nvan (4) , M7 NP (3), 7N
DNPNYN DOHTDTM DNPn Moody's-KMV 51ina ,qona .ESOPs -1 **Warrants »on
Y92 IN M2 NN NNIND,INY MIVIT) MYTN MPYIAN 229N NDID NN PN 19IN2
MYA TPNNN NN MINTA NPN .NNN NN YW (repurchase) memsy Nwo yxav X (N
NN 01 DN IYHN DTNIND NV .IMIAMNNNN DY PIVN N 109N YD) DY vn
;P 19IND NN PN D YY) INDI WON DXDIN DY PN MY INNND 2100 DO DN
MONY DNNNA MNWN NI NPD AP TN NIX AMIDPNNNN YW Piwn Y)Y N
YRS NPP MNNNN Mysann Moody's-KMV 51ina ,nwuynd .nnan v INIUND

2N DY PN TIVN DX AWND 1IN DY YNNI NIN 1Y OIRNIVND

MY YN PNN DIVYN NN TININD YN TYIN TPNMIN PIDND NIAONNNN ,NIIN MY NPANNN WIT NMINNIN 20
SPNOIND ANDOIPAINN
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PSNNY  KMV-Merton 5712 .Merton 51n v 01020 XN I8V PNNN DY MISOIND 1OINND
T~ , T Zwwmonn 7yina Zroxaydx (Plain Vanilla) noo (call) won n»saxr Hw prann v
2ronpranx (Barrier) oon (call) o nrsax v prann v oy Moody's-KMV 91ina

NI TN DNYO NYPID MPK WX (NXY Perpetual) 9100y (Down and Out) Knock out om0
Ny 952 vinmnb

NIVYY AN 72Y NPONN DY DIDDIANN D1VDIVLD DINM DO BY AR Moody's n1an
N80 “nnTon YU YW PN MY NYNINN 1NN YW WD MYTN TUNIY MmN
SV NITHNN ,T9D I8P YIID NMYNNNN TO PAT PIN PITD NIMIAPNNNN TO P2 XINY NN
NTNHR TNYD YT NAPNITH MPNR NN MNWN TN NNIN MNYY NNPIN DY WD MOTN

([31 DR) Y MOTNS S92 NMIANONN

Sv 0123N0 TO5 MY (DP) w10 moTn nnps ,Moody's Hv 1901 pnnn Sy ooanna
NN NS 001D NN ,TIAT IR NNVD AMIAPNANNN TPSND) IXP NNVY NMIAPNNNIN
YN MDTNN DN MY PINT 1Y JPNN NPVD 190N NV MDTND PNIND

(27) DD =

WY Npan do2 Yw o PRyn oonwn mavenn momn wn E(F(t)) wxo

TR NMVY 2300w D %P mwvy nn win D L, E(F(t)) = F(0)exp {[r —%oﬁ jt} -5

1
Mo pnann wn DD -y DP =D + 2 D, -5 mw 2 ywan md>Tn nnpy wn DP

YN MYTN NTIP RPN Y023 HY PIVA ONV P2 PRINN NN AN NIV

NMIANDNN NYIAP TNXO 79NN NNYONIN YN prnn Moody's-KMV 51in 91029
Sy oD1InN Moody's 113N Y HITHIN DPVDVLON DXNTN DN TONI WP MYTNY
11, 72299 W9 MOTNY NINYOWN NYNIN TINNRY nan Sy ,Default »11yowh yana 13y nyasn

-5 DD ya (one-to-one relationship) >a>9y 7n-7n 9vp ¥12pY Min Yy 03IMN ToNa wHnwnb

10 TPRPR NPXIN INDN DY 952 NDIA NINDI MPNNIND NNT DY . TAD2 NYPAN TINNI WIDNI NINNIN MININ 2
.N”N1 NUI2 MINDIN

DIYPID TPRMIND NIT TYIN NN TNIIND NNTIN TOTN NN WNNY MIXAINM PPN ONIT 11 PINRD Tymn 2
PPN TN TY NY 992 wIdNY MHMIN YN 2
019N HYW DY TRYN DPWAINN DXIMINN DX RN YW 53N FNI1IN TIWN XN NN 203 Hv prwn mv 2
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DNV ST MOY , DMV DXNY MW MNP SNV 12 A8N I8N PO Th-Thn Iwpn dwa .EDF

.EDF ymx nx 11912 1> DD amix DY TR NIV O9ININGD DIP0)

mvanna wonwn KMV-Merton 51w xon Merton 57 Sw anya nawnn naovinn
TOONIN NNVANNL VIDY ,NYYNY .Y MDTND MIANDNN NN DTIND TN DY NOYONINN
NI, TPURA L([3] INI) DY MDTHD MIINOND DX TIND 1IN DY Y100 DY NN NN
TAWO WYY NYIAP NN WPON MY TN NPy ,Merton STna (DP) ywaon moTn nmipd
M MNYN NN PPN MOTN NPy ,Moody's-KMV 571inma NNt oy .2nn Y 3P0
NN NYIRNND MAP OONYD MNP NPN DN DY TNSY DYDY IWPNND INYIN
TNV NIDNA PN NYIN MOTN JIT, 1Y YIS MOTNT MIAIPNN ) IYNRD DIPINIPNNN
NN ITYS 12 ,JON) 11D 297 IX I POIN DIN NY 532 NN 512> MY ; 2INN DY 1T NNV
YD) MNXIWN NNOONNY ,NDAY .NYPIN MITN NTIPIA DMV HT)2 DY OO0 DY PIVN MM

YN NNOANNN DY IONRND AN OOPT MR ¥ NNIIN

oM ([11] nxy) Enron -y ([10] ) WorldCom ,Moody's bw (case studies) ynann »pn
,PMINNN Yy ,Moody's KMV 51ina nbw winswin mysnxa ,Moody's v nnand mnont
™MNANN SNV YW 71NN NN IWNRD D NINRN DM »wa .Standard & Poor's bwnd m>

MINKRD NPT YWY .EDF -0 nX Yapm 99 1»n yyon moTno pnann NN
972 .0 IPYN DR DN DD NN NP NPNNDNN INXIYRD NPT MLV MUNDNYND
3 DYOYIND .NPNNDHNN MVLIVNNI INY NI NNTPI NINMIN NI NN EDF -nw pouiony
TV .OMN0N N2 OPNNONN NPT IR A EDF -0 190 5 mxIY o 4 )
N0 MY Y35 N EDF -nw »n ;172 19182 YD nyn DHNRNM OPNNONN DINPTIY
TNXY MNNYN NNN OINYA YINOYW D MINID TN MINXIN PN 0DT JI9IND NYPON MYTN

IRNYNL INY PPN INY NN IPIND YTRN DX GPYN )Y MOTHD NMIANDNN DY NPON
DYNMNMONN MOVVY
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NNNN DNN Y MOTND MIANDNM MINYN NN MY DY 12T PYIY .DOWTH 21N IX PN D)
DN DY NN 132N 22D0 NYTNN

DN .t =Tg 1932 NOVW I¥P NNVY 2NN NN OOYS NI NHPAM t =0 NN SNONN YNV M)

DTPM NNV %95 , Dy MYV I8P NMNLY 21NN DVWYNY NMAPNNNA TNYD NI NN NN
TN DNTNY DN, NINK WP MOTND THN NYIN NOIY N )PV MITN DY PRI NP
IUND .5 0wIN axmd Dy ndw AP nvd 2nn oYwn nana op Tg Y% 1NN MY
Dys . D POV TN NV 1IN AR DYIN TR ,0DW7 NN DY NV NN, T, 13D NN 1NN
NN NN D NOY IR NNV 1NN OPYND NM2»NNNA TINYD NDID> NPN NNIIN DX ,NIDN
N =0 a7 P2 PP MYTND MIANDNY MISYN NN N NPT TN DY )IYPI MYTND THN

NP NIN NYNIN PONN .DMON YN DIPON MW NN NMPN NN HNAD 08 NIXR T =T,

Tg = T 2 wn ponm , 0 - T o

F(T) nnmon v

h

B -
T=0 T T or

N HY DN MY 5 DIVYIN

MIYN NN INY N
NNLY 2NN DY YPTIN TYINNI YDONPI IDIND TIAYD LY PNISYN PN ONY NN 2VND 1D

T P2V NOPNA MNYN NN OINY IR NNPY WYY 7PUNRTY .t =0 >nonn Y930 7 T, TN
oy Min(F(T,),D,) xm 2nn omw , T, xR nivd 200 Yw ypTan Tywma T, -
, D, ;2201 5w 1pan TR IR Yapn 00 7R o . Max(F (T, )— D, ,0) N onsyn
, F(TL)— D, ;20N Sv 1PN Tvn a0 NNIN MY PIAY WISNN DX DIAPN NMIND PIINN)

. DL 2NN MNVYN INY NTH TL I NN MWW AT DD
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MNYN PN NV IR IRNY NN L(16) nxnwnm (13) Black-Scholes-Merton nxvwnn
DV NPND T, -1 T av nopnn 7onna
E(F(T,) Ts) = F(TN(d )-e ™™D N(d*)

08 In(F(T )/DL)J_r(r—;ofj(TL -T,)

T
dl,sé =

oI —Ts

POITIOD MHINN M2O¥N Mvannn 2on N(-) Twrd

NN OWYN NX MDD NN DY DOXVUTN 1IN IX NN DI 7220 YNID NI MPN NN NP
PN PN MINYN PINONY DAR T Y12 NTTA NP AP NNPAN MWW 2N NV > NPNN
1DY JINIVIAIND INNTIN IND MY NINK T DTIPIA IV MOTND YN KD NNIIN ON

- Ty NN NYAPN NN 29T NI TWNRD ,NTTIN NNAPN NN AT NN NI V10

.Tg 1232 XaN WWPN DX DYIAPN NN P DY .AnNnna, T

F(T,) = F(1, )+ D,

~ E(F (Ts— ), Ts ) - E(F (Ts+ )’ Ts )

.Max(E(TS‘, F(TS‘ ))0) NI ONIYN NN N Min(F(TS‘ ) DS) N NN O, Tg yona
TPNOIN NI MO W NWYNOY M1 ,NNTIN MY DY TIRIANRD MINYN NN DY DONONY 1N INRND

DNINYN NN ONY AR DIWAY 1 10 DY .(compound option) Na57m MISOIN IN TINNN DY
S PPOTI,(29) -) (28) MINNWN DY TN

E(F(t)t)= 0 ereo
(30) " |cu(FO)-Dt.D,T,) F(t)> D,

:=3 (30) NRNYN NN DIVID 1N
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(31) — eI C (F(t)',t;D,, T, )p(F(t)t; F(t)+Dg, T, JIF"

=Y MNANONN MAX MNP NN P IYNRD

f(F(t)")=Cas (F(t)",t; DL, T, )p(F(t) t; F(t)+Ds, Ts )

COMPpOSite ) NA57VN 19IVN NVOWA INAY ¥ (31) INNWAY SVNIN PIND PN INNND
SRV POPRN NN PONNY NIN PDO0IN JPYIN 10N PINS NP TNNY (trapezoid rule
NDIHN 190N NV ARNWNA wanwnd ,peon Yo f(F(t)') nx Temw nwss 7va

AMPNN PINS NN DIVIY TN DY

PYI29 MITNY MHIANVHN

"YW Y NNINN NN o Sw (default probability) ywe MmYTnd Mmanonn nx awnd 1o

.D¥p5NN "w b (survival probabilities) nyTvH NPIANONN NN 2WN5 1OY 21N YV ©MND
NMPNA NYIH MDTND MIANDNN NN DAPI ,MTIYINID NMIANDNN NV DY DNYION 1> By
N

, Ts 1972 MY MNANoNN IR 2WN2 >15 . T, - t=0 yay noOpnn oy 0NN NNIN

-v 75 Dy 230 5¥ TNX ND NAY YD MOTND MIANDNN NN DINNND VIV DY

Sy, =1-Pr[F(T;)< D]

2 =1-N(-DDy)

=N(DD;)
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m[FD(:’)}[ﬂF ot jTS

DD = IUND

GF\/f

N T, - Tg 2w NOPNI MTIYS MNANDNN ,NNYT 19INI

=1-Pr[F(Ty)- D, <D, ]

L

(33) =1-N(-DD,)

=N(DD, )

- t =0 yav nopnn ToNN2 1NN Y IV MOTND MIANDNN NN DRI Y0 MNINNND

PO T

Default Probability =1-S; xS,
(34) —1-N(DD;)x N(DD, )

2Y OTHIND INND PYID MDTHY MIANONN OY TIayd VIV DD RY NN NIV DY
-3 (20) PINDS-RN MRNVYNN ONY NN NN DI NN ,NINT DY .DNT DPNX o -) F(t)

90 NPNA LDID0D VYN DOWIT RO ODTOIND MY NN NAPY 1 Yy mint 11 (31)
DN MY HY NIPN Y PNV MDTNY NIANDHN NN MYPA 2WND D1, D98N DITNIND
2N Hv

270 NN

229MN N9ha N
NPYIANDNN DX NITN NI WY NNNYA NINT, 3 PN NITIY MXNIWNI WHRNWND NN Dy
TIY MM NON22 GIY ININD 1 MNP WY 9 .2011-2013 DOHWN P JNOYW )WY MOTND
PNND LY D52 012 19T MPINNRY NYPYN TN NNYPN : DN DXIYN TWYND ,1AN N2
ST NRIAP DTN 29 DY TA02 PTND OXRNNA NNV NPNOD  MNTID MNP NN
NRNNA VDY DXTNY DPAY OXTH ,TAN DITH DY ,NNVPIY NPINIY
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D29V12990 NPNN

5y nNx oys Excel mona oownnwn nx KMV 57ina ©1901997 NN D3IaWNND PN TUND

MXNYNN ONY AN NNY THNN Sy Y DY) DWNNNN DNMN NN DY»Y MmN
YD2) NPNTIN NN I NN 02 MNY NN N XIND NI 5y 70N 12 (21) -1 (16) NPINDY-NI
NYPS MYTAY PRINN DX NNAY DNNND NN ,DMIVNION 9D NN NTHRY INNY .NNPIN

YODVD PYNN APW NP YD) NV 2D NNINN DY TANDNA .(24) NRNWK MysnNa (DD)

nIanonn NX XNy (Geometric Brownian Motion) 1muminey 10X ynn 990N

MOTAY Y91 MIANDNN DR X (25) INNYN My¥nNa (IDP) pypa mSTnd nynnwnn

YW RONM MINYN NN DY RNDIN PNNYN PN DY RNDTH 2IWIN (26) TRNVHD MYXNNA IV
: VOV 2IONN 2DV PND INNYN PN

NNYN NN MPHTIN
DN NITON YTTNIV DPNVDIN DMNNIA VINOY >T> DY NAVIND I8V NN NPNTIN

TONN APW ONNYN PIN ONY D NNINN DY THNONA .MM YO MNIWN DY Ny
WX (Geometric Brownian Motion) mMomne 1IN DYNN Y9151 HVDIVD

MYY 0N S -1 S, AR, T -1 DY NNIYNN DY HOYILN DNPINDD NI 44 -¥ DNOIN

:=W 92D INY.INRNNA, T =1 - | D2 MTNNIND DNININHDD NDIWIN

=1In S
(35) H; 5 .

nnY) Hull »1 5y MmNy npPnTINn DX NINY 1110 0»VODNN DINMIA WYINOY ST Dy
NP MY MISYN NN DY NPDTHNN NN VN D919 AN ,([12]

ER TP
_ iz (4 i1/
S L 1 (n—1)n

(36) o 1

n

.253 -5 MY 2 PPAINY ,INDNN MDY 190N NIN N IUND

MINYN 1NN IV PIVH MY
95 5w 920872 31 -H ([13] IXI) NDAN INXND MY NPYI MINYN NNN DY PIVD MY
.2013 -1 2012 ,2011 DOYIN NNNX

22

(1

(2



12°90 NHION NI’9N NV (3
oM 365 -H ZSD”PYJ oY MDOLPONN NNXIVNN NPV DYHNYN NNIX ,NT PINNDI
WYY NN L([14] DN OXIY P2 TINN OONMN .NIDN NION AN NYOWI

MNMPY YINND NN NDNPY ,NIMINKT DNV WTIND YTIND MNWN NNND INXIVIN
DOTOIN XM 7N DY 2013 -1 2012 ,2011 DOHWYNN NNKN DD HY DVWTIND 12 -2 INIWNN
2013 -) 2012 ,2011 MY NIPDN NIDN NN WY NITOIN .INY OIPNTH OO PN
.3.05% -1,2.23% ,1.31% ON

2yt vn (4
NN LYY 1N ANNRNY ,INN NMMNIAPNND 132D ¥ MNP NNXR 99D 555 19N
T =1 -w 75 ,mv XN 1NN NMIPNNN DY OONN TYNIY NN TN

NNIY9N MMIAPNNN (5

NPIMNNNT N I N 1N NNPIN NMA»NNN Y Moody's nran s by

NMIAMNNNN MTIN DONNN .MV IPRY NMAPNNNTN TPINND NADINI MAVIVN

,2011-2012 ©®OYO MNONN NNX DD DY DNPIANN DD MMTN TIND INPD)

([15] XA TYONND ANND 2013 920V9DA 30 DD DINPON DMIAN OMIDIN MNYTID
D190 YD) NN NN YD (6

NPNTNM NNIAN YD) MY NX XOND IWIR 220 DIVNIIN NYNN NX NPV Y12

-NPO MINNYNN NV DR NNAY M Yy Excel noina oovnnwn R .NNon Yo

9703 Excel -0 151N -5 0mIN ©919 119 PW T .1INT 12 (20) -) (16) NPIRDY
INNUNN NN DR UTNND

f(F)=FN(d,)-e""DN(d,)-E

(37) o, )= FchIlE\I(dl)_O_E

: 2DV NN 2YY 2WINN DY DMDIDIN NNPYIN PND

NIANND ONRNYN PIN NPNTHIN NN NN YD) DY MAPI-RA NrnTunn - (1)
TPNPN9 (NIYN PNIN NPNTHRND YTDIND ,IP) NKBON YD) APNTHND YTHIND
.D9N Y0 MY JTNIN DaP) ,(37) NRNWNI MIYRIN

NNNYNI NIYN PPN 1 25V NODPY NNTON YD) MWD YTOIRD nasnn - (1)

YD) NPNTHND YTMIRND NN IN) ISV PN NPNTHIND WTN YTOIN DaAP) ,(37)
.(1 25w2 925 NP NN Y023 MY JTRIND DX NN

MDA .NTANM N3 XY IR 11D PAONNN .Y TY DY NAPND PANN TWUNK DRIV P12 DY NN TN I8P MON 2
.100 5107y Y20 NOPNN

NN 1IP HW DN P T8Y TY NN nvpnn 2
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Zymamnnn JTOIND MY 2 25w NYDPY MY PN IPNTHING winn yINn ox (1)

A5V DY MND DY NINK .6 DOWIAN NXI NI MIDIND N8V NIN NPNTHIND

NNV 7P 2 25w D3PIV ONSYN PNN NPNTHND JTOIND IUN Ty 2 215 1
DY NN NPNTIND STINND YTIND

Ny
AnN'oN

B-S Jynn y2innn mwn
Ft

* nmTannN
OF
Mw? nonirmn NIMTANN

1199591 Y993 HY NPHTIND 122D MNYN 122 NIYIVIN :6 DIYIN

YD) NPNTNNDY NNPAN PDI) MNYY PINPIN NN NRINY INNRD ,(37) INNWN NIy
NVYIPNAN NOIWNOY  PIP) STINYD NN MDPY PINNY  MOVLIND DY ,NNIIN
AN DD VIV D12 NVAIN .10 NN NAIVWNN (7252 TAX PNINS P ¥ (37) NNwNa

=W 9apY o Yy F o nndan duo) VY omda (37) IRNWNA INYNIN INPNON

' S NT
NManENN Moy M¥pns xn N'() %FF) = N(d,)+ i (dl)F_ Df/_ N'(d,)
ONT

N(d,) -y nxn . oA (F)_ N(d,) :-w 52p2 995 INNWRN NN WTAD 3T TP

oF
ot (F)
MVaNN 12T F Sv now mspno o f (F) JDINND 1T 2 DIV I, DINND NTH

- (og ) 2239 9739 MK 7252 TR WY YPNEY D

(IDP) 19929 my1ny nynnwnn maanvnnl (DD) 190 mbnd pn9mnn 7

V9 MOTND PRI NN AYND DXNNND DD NNIX,D2IVNIN D NX NPV W2
,TPONINN NNOINNN MYNNINI NN ST DY PV MOTND MIANON NN 1IN INKD
TMINI2 NYNN H91ON YVDVD PONN APW NNIIN YD) MNVYY NNINN YY DDINNA
moTNY nynnwnn MHanonn May (Geometric Brownian Motion) n»omnino
MHINONN MY ,NNT DY .(25) INNYNI DMIVNIN NN VNN VIV VAN ) IV
ONNYN PNNN DY NNDIN ROND ,XNDTN IR AWND DN NNIX IV MOTND 93

SV TPNY DN NITON YTTMIY DPNVDIN DINM WINWN 2WINY DT NXIN DNV NNN DNPNTIND STPHIND YTOINRD 2
0N INvn

24



AUND 1N DY (21) NRNWNA ,DINN DY TNXA ,NONN DMVNION NN INNY 1910 INKD)
MOTNY S92 MIANDNN NX DAPI (26) NRNWNIN .NNIIN YD) DY INIVNN NYMN NN
mMHINDNA PN IR DPOIY VAR ,NT NN IR .INPINN DNR DD DY WP

W9 MOTND NYNNWNN

D2IMN NIN?

MNIY I ,0XNO0IN NYIDY 552 .55 115NNV DIVNIAN DD IR NTYN ) -1 1 X ONIDI

NIVIN ION MNIIN NN 2033 NPNTHND TN NI TN MINYN PNN NPNTINY MOP2

NI ,NMIAMNNNNI MANYN NN INVYN 271D NNIAN YD) MY 1A 1NN DY NN MIANN

N NN NYD MY DNR NP Mnwn IDP -ny mINAD 0) 11 .0aNNn 57T Hn

ANOY DY DTN 29 DY MIXNIND

IDP -y DD

9 DY (7 DOWIN NXI) DTN NWIDYI MNIAN 18 NN MNP DTNHN DY DONDI ,N>PNN
LUIOY DXTNY DYDY DXTH ,TAX DXYTH DY ,NNLVPDY NPNOID ,MDVYTID NNIP 19T
.2013 WA MNION 18 5IMNI2 NPT NYD .NNRNNA

| 3 DaTn | 2 0ATn | 1 DaTR |

IDP CD IDP CD IDP CD
1.94E-01] 1.0202 | 661E-02] 15056 | 520E-04| 32747
7.85E-04| 31615 | 8.91E-03| 23695 | 3.78E-04] 3.3684
1.97E-01] 08518 | 3.37E-02| 18294 | 575E-03] 25269
3.62E-02| 1.8087 [ 1.62E-02| 21387 | 2.09E-04] 35282
461E-02| 16638 | 861E-03| 23816 | 4 05E-08] 53651
238E-01] 0.7123 | 1.24E-04] 3.6649 | 9.63E-10] 6.0040

2013 MY Y omymn nwdwa IDP -1 DD :7 oswan

MNP, PYP MITN YW 2895 ¥HND MDD MND ¥ MDYHN MNIAY YD ™Na
NPNNIAN MNPIN DY NDP0N WP MYTN YW a8nd yInD MNP0 ANy v nvpn
-1 .ANVPN DY NDX0N PAD MNTHIN DY MDDN P2 XNNI NYPI MDTN DY 28N ¥Ind

DN NN NN L8 DOWIN IO NYITND MIANDNN DY WIANNN YN0 19005 Hsm DD
,on Y ysmnn DD -n Yy Yono) ox D) .nnon T pav DD -n pav qwn
2.31 NI NPNNIAN MNION DY ,4.01 1N MNTHIN MNP Hw ysmnin DD -nv Hap)

DD -n yav 9vwn ondn DX YD D) DOPWN YR OINN) .1.54 XN NNLPN MNP DY
N9 ST Pad

25

(1



—1 0aTn —2 0ATn —3 DnaTn

—

N —

[= RN T U i ¥ B = BN

[
(K]
B
v
=]

2013 MV YV D190 HWIYY 1°a DD -n axnwn :8 orwan

mMoTNY MHANDN2 DOTAN DY YIANND PPN X NN IDP -nw nxan 9 oowan
TIOND DAON NN PN |9 DOVIN 7292 XIIPD 1901 YW PN KoNN XN TN )W
92p) , M PaN Y ymnn IDP -1 Yy Y5noy ox D) .nnan 1 pad IDP -n pav
2.23% NN NN MNP YV ,0.11% N MTHIN NMNPaN S yxmnn IDP -nw
-7 12V TIHNN DA AR JD D) DXAPWN 1IN DINNI .11.19% XN NNVPH MNAN H¥I

19N 571 1Y IDP

—1 DA —2 0aTN ~——3 DATN
23.80% /
19.04% /ﬁ\ /
14.28% \\ / \ /
9.52%
S N\ /
0.00% ————

2013 MV HY 01N HWIYY a IDP -n axnwn :9 odvIn

P2 719N N HY YA M9 18 292 IDP -5 DD -n paw qvpn nX »8n 10 ovan
)2 9y A L([3] Nx9) Moody's Sv opnnn MIN NN wrny an L, IDP -5 DD -n

3 TPVMIP NP INRD 3.0 -5 w1 DD -nw %95 9n» 7172 79NN ondn D MINIY M

26



T2 9y Ny asn 13 N7 .DD -2 0M»wh v dRY AW 1P NPNY TN DN NN
INNINOY DY) IDP -1 25 ow »nvnn nvidd mm»on mmipy yan DD -n quxovw

22900 PN X Yapnnv IDF -0 1on

23.80% -

19.04% -

14.28% -
IDP

9.52% -

4.76% -

D'Dﬂ% T T T T T T T T

25 33 35 54

85
DD

2013 mvwa IDP -5 DD -0 ya 9wpn :10 02w n

199299 Y993 MM DD

ysnn IDP -m ysmnn DD -0 nX 08n 12 0)wm 11 DvWIN .9ya Tpnn ,nyd

DY TNX 95 7ina 0nwn IDP -7y DD -n ,yonan XY 19xa .nnrnna ,niv 951
NN 1OIN2 NOAPN IUN ,DXNYNN TAN DI HY NN YD) NPNTHNY MTIN NNY
YD) NVPNTNN P2 TION DN ¥ D N0 INIWIND .DMNMWN DMHITIN DIMINNDD

.DD -n 2% nnan

— TRl T —— TIPTANI YYD |t
3.50
3.10
2.70
1.90
-""‘--..___/
1.50 | . .
2011 2012 2013

27

(2



ysmnn DD -n nxnwn :11 orvan

— T T — TPTANI YWD — 17l "7
12.50%

10.50% \\
8.50% \./A\
6.50%

2.50% . T 1
2011 2012 2013

ysnn IDP -0 axnwh :12 oown

199999 Y993 MW DD

NWISWA NN Y2 M) DD -1 paw qwpn X D8N 15 5 14,13 00w

MY 5w DN N AN, Log(F) -2 nennwn nxnwnn by Spnb nan Sy .oeyn
9YT) TIDTON YD) MNVY 995 121N PY NHRI MWN KIW MINIY 1) .109N 209)
T2 9N 9YT) NRPAN Y023 MWYY Y25 NN PYY AN 27 NP MYTHY PRI T2 NV

Y MYTN SV 28105 YN NRPANY NP0 NN W

m DD

m LOG(F)

O R W s LAy =] 00 WD

{§ FT ST

2013 mwa MM NMYPN qava DD -y Log(F) :13 oswan

28

(3



m DD
W LOG(F)

L T R L ¥ I = T I+« I ]

&

2013 Mmwa MPINRM Nypwnn 9iva DD - Log(F) :14 orwan

m DD

. m LOG(F)
i ..l-t
1 2 3 4 5 6

2013 Mmwa »»an Y7910 qava DD -1 Log(F) :15 orwan

o R e O A N =]

OONSHNA 1T Y
v -MNNRY .Merton S1n Hv *0 010 YPYIn Yy Wwein rann S1mn X0 KMV-Merton S 1in
MY YNHNYNI XIN G0N 12 TNY 15 Merton 57m 57m SY noapnpn MINNN NX D
NNNN NIRXIN PADN NN ,0NDN 12)N2 .NMINIVND DMDIPI DIINMI) MINY NN DY PN
T ,NNT DY .OTPAN NX 2V 11201 DO¥0 MINDNTN .NNTIIN DY OIXIUND 1120 NIIWND

NPT PN MNTRINN WNPIND

MYV NNIND DY NINNDN ,NNAN DV )W MOTNI NYHNYNN MIIANODNN NN NINNIYI
Geometric Brownian ) mvmxo 191X12 IYNN Y9190 Y0000 TONN APW 1NN YD)

29



PYPS MOTND MIANONN NITHIND NI NN NN ORIV NNHYaNNN 072 .(Motion
DDIANN MOV MNHTHN D1VDXLVLON DXNMN OMNMN ToN NwrnwN Moody's nran .([3] NXA)

NYPS MOTND PNINN PV WP IR NIsnY M Yy Default »1yowd wina 72y nyvasn by
NHNY SYTHIN ONMN TON ORN INWD DY NNY DY TN .Y MOTNY MIANDNN P
SY 1IYMD TN YY PX90N NNNA NI NYIS MYTNY Nnanovnn Yy Moody's n1an np>on
1Y 72 AWNRD ,DNDN T30 IXD NYIAN MYTN NTIPID ONPNNY NI ONXN D) INX PV
MO NN DY PV 195N NPDLPMIDN MO T2ADN .([3] NNI) MIPN NNV NNV YYD
NN DY ORIYNRD NP0 NOIWN DY PPTN NNID MNNN O) 10 .MINK NPDVPMIIN
99101 PN YT DY POVIVND YaPIY PNSYN PNN ONY 2N > Sy Hapnn DD -nw mnd
MINYN PIN INY 2D MVINY DI NX PN PITY ,NIINN DY DMD55N DIMINNN NN 1IN
NP2 NN NP NIVNNN TR ,TIO MDD 190N PO .NNAN KW HOTPIND MNYN NN GPUN
PIND PV DY NPDLPARND DX DYV DNIPNN DPNX DOXNIAYNN DN NIPHA 12V
PON NMNNA D5WAD XDV WY DTN N0 NYNDN MNP DIDN DAY NIY
720 Yv 1190 .Northern Rock mxmdwnn P32 naxd 07y Subprime -n 2awn ,NoNTH
MYAUN 1NOVW NN NPY 532 VYN OXNP NIND DYV .NDYNNN JY MIAIYNNI DONON
NNPAN NN ODNN (NHYNNN) OPNHN MND ,NON DXIA¥NI MPIN NPV NPNIIN
A MYV WHNYND P D10 XY NNIRY RN NP OVMIPN PONN DIYPIN MOTHN
NOMN2 WHNWNY 1Oy NIRT OIPNA NN DY DIRIWAN NOMNY JTNIND )NIPD NN

DPNTING NN MYNNNA NN DY DNIVNN

mMpoM 013’0 .5

5T)M NN NI DY OO Y NN KMV Sv »o0an jpoyIn X IRDND DY 9NN

KMV-Merton 51m nx »ny» ,qona .20 Y 00 N 1w nnad oormy 75 KMV-Merton
.2011-2013 NOYPNN M9 HY DMWY DAY NIV INIVID M 1900 DY

Y9N MYTH IR MIND N> v KMV-Merton 515w N9, 071NN D)MN NN YT DY

mMHanonNn P2 on oM KMV nhan v nmyv nX MAvnn MIRIND G0N 1NN Hv
ANV OVIDOYW STINNY TI DY YIANND NOY MNMIN ,NNT DY )W MYTND PNIND NYPI MOTND
NI N IRNN YD MYTND MIINONN NTNRD TWUNRD MNP OV ORIUN VT NDHRD
TIVNIN TNXID NYNN D91ON HVDVD PYNN APW NNPN ONVYY NNINN T DY NPONA

PNINN P2 WP KINNY NIYNN DRYMHN PRINRY STinn ,Nxt oy .(Geometric Brownian Motion)

097 Y02 MY 119N Y02 NPNTHN L(DD) w9 mbTNd
1997, nw»n Moody's nyany o Nt wx KMV-Merton 51ind 1ow ow»ny 752 019910 1N

YAPNNIY HYRHD NP MV MIRIN IXRDD 990 99 (Moody's-KMV 51 p»p) VK 51
Y INNNI

30



mran
[1] Merton, R.C.: "On the pricing of corporate debt: The risk structure of interest rates",
The Journal of Finance, Vol. 29, No. 2, pp. 449-470, 1974.

[2] Arora, N., Bohn, J.R. and Zhu, F.: "Reduced Form vs. Structural Models of Credit
Risk: A Case Study of Three Models", Research Paper, Moody's KMV, 2005.

[3] Crosbie, P.J. and Bohn, J.R.: "Modeling Default Risk", Research Paper, Moody's
KMV, 2002.

[4] Kealhofer, S. and Kurbat, M.: "Benchmarking Quantitative Default Risk Models: A
Validation Methodology”, Research Paper, Moody's KMV, 2000.

[5] Bharath, S.T. and Shumway, T.: "Forecasting Default with the KMV -Merton Model",
Working Paper, The University of Michigan, 2004.

[6] Black, F. and Scholes, M.: "The Pricing of Options and Corporate Liabilities”, Journal
of Political Economy, Vol. 81, pp. 637-659, 1973.

[7] Dwyer, D. and Qu, S.: "EDF'™ 8.0 Model Enhancements, Research Paper", Moody's
KMV, 2007.

[8] McKean, H.P., 1969, Stochastic Integrals, New York, Academic Press.

[9] Delianedis, G. and Geske, R.: "Credit Risk And Risk Neutral Default Probabilities -
Information About Rating Migrations And Defaults”, EFA 2003 Annual Conference Paper,
No. 962, 2003.

[10] EDF Case Study: Worldcom, Moody's KMV, 2003.

[11] EDF Case Study: Enron, Moody's KMV, 2002.

[12] Hull, J., 2002, Options, Futures, and Other Derivatives, Fifth Edition, International
Edition, Prentice Hall.

31



32

http://www.tase.co.il/ ,25ax 5na v noan anx [13]

http://www.boi.org.il/ 587> P anx [14]

http://maya.tase.co.il ;i xn anx [15]



http://www.tase.co.il/
http://www.boi.org.il/
http://maya.tase.co.il/

DNav)

DTN NNVYPNN 93

| oP

‘ DD |F(D'J|"?'m)| or |DP{D'J|":'m)|E{D-J|":-m)|

O | Ll ‘ Amn'e ‘

H29E-04 32747 23,3363 0.2082 7,365.5 16,066.8 03023 2013
1.38E-03 29931 194550 0.1872 7,996.5 11,6347 03297 2012 rim!
6.60E-04 32114 271747 02149 8,483.0 18,9465 03082 2011 0aATn
J.78E-04 323684 81827 0.1789 3,243.0 49820 02938 2013 NN
1.05E-02 23082 70090 02106 36005 34880 04234 2012 | 7o
412E-04 33449 93861 0.1651 42755 52390 02957 2011
GG61E-02 156056 13688 00692 1,2395 147 4 06749 2013
1.88E-01 08840 23982 0.0585 23215 140.6 1.1969 2012 | oppo
167E-02 21273 25972 0.0815 2,206.0 458.0 04658 2011 DATA
8.91E-03 2.3695 3309 0.3489 56.2 2845 04169 2013 o'
5H8bE-02 15673 174.4 0.4386 50.6 124.9 06130 2012 |ow'om
1.02E-01 1.27156 106.6 0.4634 40.6 67.5 0.7389 2011
1.54E-01 1.0202 4799 0.0574 457 .0 308 1.0341 2013
264E-01 06316 442 8 0.2298 3770 853 1.4562 2012 IHO
5T74E-02 15774 4816 0.3025 2480 2414 06078 2011 DATA
7.85E-04 31615 17.0 0.1880 68 102 03126 203 Wi
1.75E-02 2.1093 226 0.2990 8.2 14.6 04623 2012 TIom
279E-02 1.9129 36.2 03751 98 26.7 05082 2011
MPINRM AYPYNHN 9
‘ IDP ‘ DD |F {D'J|";"n1)| Gr ‘DP (02r7'na) |E (D'J|";"m)| o ‘ v ‘ An'g |
575E-03 25269 155115 03564 1,465.5 1406851 03931 2013 AN
357E-04 33844 203046 02719 1,604.0 187458 02945 2012 -
143E-02 21899 197327 04210 14540 18,3224 04534 2011 DATA
2.09E-04 35282 206283 02123 5,127.0 155682 02813 2013 - TN
272E-03 27800 157456 0.2224 5,850.0 89267 03544 2012 '1lze|11'
2.16E-02 20223 134888 0.2807 54945 8,169.8 04807 2011 e
3.37E-02 1.8294 171.6 0.2231 100.4 726 05300 2013
491E-02 1.6541 125.1 0.2544 71.8 55.1 05829 2012 |y1nxnp
1.09E-01 1.2299 111.0 0.1510 821 222 08097 2011 AN
1.62E-02 21387 123.4 0.2506 56.2 679 04556 2013 o'W
798E-02 1.4062 134.3 03272 703 658 06769 2012 172012
502E-03 25747 228.5 02774 648 1656 03826 2011
1.97E-01 08518 09 0.2461 07 02 11184 2013 .
251E-03 28055 33 02131 13 20 03511 2012 N,
3.52E-02 1.8087 42 04316 09 34 05394 2011 DATA
1.17E-01 1.1892 49 0.3093 3.0 2.0 07978 2013 wirw
3.78E-02 1.7771 10.1 0.4490 1.9 8.2 05494 2012 on T
2.08E-02 2.0366 10.3 04816 02 10.2 0.4900 2011

33

N

.

7



993920 179730 93y

| DD |F{D'J|";"n1)| o |DP(D'J|"7'DJ}|E|{D'J|";"n1)|

T | L ‘ an'e ‘

IDP
405E-08 53651 147995 01029 66825 82041 01856 2013

141E-05 41872 144334 01317 65635 80145 02372 2012 |1u%anma
337E-03 27097 122130 01773 64400 59665 03629 2011 AN
963E-10 60040 169222 01375 29660 139949 01662 2013 | . | WK
189E06 46227 137805 01819 22026 116264 02157 2012 | "7
162E-04 35954 131943 02288 223504 109145 02766 2011 '
861E-03 23818 4240 01059 3194 1088 04138 2013

744E-04 31771 4344 00681 34723 947 03122 2012 | yaT
1056-02 20650 3871 00988 3161 806 04785 2011 DaTn
124E-04 36649 5720 00647 4412 1366 02710 2013 | | ome
720E-05 37982 4788 00470 4017 859 02619 2012

812E-04 31516 3862  0.0751 303 1 922 03145 2011 | P
461E-02 16838 498 01088 410 94 05899 2013

910E-02 13344 525 01066 458 79 0.7567 2012 | am
6156-01 02925 592 03175 635 65 56057 2011 AN
238E-01 07123 38 0.6684 16 23 11740 2013 Wi
112E-01 12149 206 05652 56 151 07736 2012 | nnqo
1856-02 20861 232 02725 10.0 136 04666 2011

34

2



