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Sudy on the Default Correlation Based on Risk Neural Copula

TONG Zhong wen, HE Jian-min
(School of Economics & Management , South East University ,Nanjing 211189, China)

Abgtract : The estimation of default probability is a key of the IRB approach ,and default correlation affects
the default alittle. Now most studies on it take asset correlation as substitution. Risk neural can reduce
the estimation error from model risk. Here we design the risk neural Copulas aceording to the nature of
CD Ss ,advance Copula choosng way and have an empirical analysis, then find the 8 freedom student t -

Copulaisthe best.
Key words: default correlation ;copula;risk neural



