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Influence of Credit Default Swap on Portfolio Loss

YAO Yan-jiel, HUANG Wen-liz, TAO Xiang-xingz*, FU Xiu-yan1
( 1.Faculty of Science, Ningbo University, Ningbo 315211, China;

2. Faculty of Science Zhejiang University of Science and Technology, Hangzhou 310023, China )

Abstract: Credit risk is one of the main risks which financial institutions have to face worldwide. We take CDS
method to reduce the correlation, contagion and concentration risk in credit portfolio management. On the
assumptions that the default state is absorbing, and contagion effect is lagged, as well as adopting the conditional
independence, we also extend the ASRF model to contain CDS mitigation and contagion, and to focus on the
detailed analysis of the CDS infections on both expected loss and unexpected loss of portfolio.

Key words. commercial banks; CDS; credit risk; contagion and mitigation; asymptotic single-risk factor model



