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Decision-making M odel of Loan Portfolio Based On CVaR and Monte
Carlo Simulation

Wang Xiuguo

Abstract

This paper proposes a new decision-making approach to loan portfolio. This model is based on the CVaR risk measure
which reflects the credit risk of loan portfolio better than VVaR. The return rates of loans, hardly obtained from history data,
are generated by Monte Carlo simulations. The model can be solved effectively by linear programming. An exampleis
given.
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