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EL = PDx LGD x EAD= PD X (1-RR) X EAD

FrEERLE EL  (Expected Loss)

T IAILNRESR PD  (Probability Default)
T4 ILERHE R ER LGD (Loss Given Default)
GRS RR  (Recovery Rate) = 1-LGD

TIHILNEFE RS  EAD (Exposure at Default)
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Dermine and Carvaloho(2006)

Figure 3. Distribution of Cumulative Recovery Rates 48 Months after Default
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“Today GLMs are widely recognized as industry standard method
for pricing passenger auto and other personal lines and small
commercial lines insurance in the European Union and many
other markets.” Duncan, et al.(2007)

“Continuous insurance variables are usually non-negative and
skew to the right.”, "Generalized linear modeling, using a
response dlstrlbutlon that is concentrated on the non-negative axis.
Examples are the gamma and inverse Gaussian distributions.”
Jong and Heller(2008)"
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McCullagh and Nelder(1989)
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u = Az
A=exp(a)EEVNTHL, ERZIEHTEFEDNSD

u; = exp(a) z;” = exp(a + blogz;)

log(u;) = a + blogz;

B FBIF n, =a+ blogz; = a+ bx;
JUOBEE log

(AR 2012)
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modell model2 model3 model4
GLM, Gamma, RA GLM, Normal, RA LM, RA LM, log(RA)
EH4 E3 pfiE 3 pfiE %3 pfE 3 pfE

EHIE 0.884 0.0003 -0.168 <.0001 63.631 <.0001 -0.478 0.0266
FRE/ -0.152 0.1396 -0.018 0.9913 27.936 0.0003 0.327 0.0146
HiEh 0.004 0.9451 -0.023 0.8675 33.167 <.0001 0.262 0.0014
ERbHEEI1 -0.474 <.0001 -0.844 <.0001| -144.084 <.0001 -0.466 <.0001
ERbHEES2 -0.432 <.0001 -0.377 <.0001| -129.465 <.0001 0.176 0.0194
AHERABRT -1.394 <.0001 -0.176 <.0001 26.683 0.0149 0.338 0.0063
BIBRERIT 0.218 0.0075 0.081 <.0001 56.489 <.0001 0.055 0.6269
RIEDHEH -1.202 <.0001 -0.138 <.0001 46.111 <.0001 0.344 0.0037
EHESP_1 -0.097 <.0001
HEEXMEHESPLE 1 0.052 <.0001
EBRAILLE 1 0.196 <.0001
MENFEENEHESH®HE 1 0.183 <.0001
HOERLE 1 -0.071 <.0001
FREEEENAMELE 1 0.030 <.0001
MENFEE I THYES 4 0.368 <.0001
RENEE T THYES 4 -0.254 <.0001
REEiREE 4 0.004 <.0001
BHESP_3 0.650 <.0001
HEE I 7HES 2 0.900 <.0001
IRBEFFRREMNNFEE T 7HES 3 -0.031 <.0001

HPALE ETEHEOH -19703.4 -30901.4 -30901.4 -9166.6

HELE HEBETIL -17169.4 -27880.7 -30715.6 -8467.7

XA E -17068.2 -27027.8 -27663.0 -8050.6
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model5 model6 model7 model8
LM, RR LM, min,RR LM, RR logit LM, RR Beta
Pt €2 R pfiE E3 pfiE E3 pfiE 53 pfiE

EHE 0.369 <.0001 0.4897 <.0001 0.852 0.0142 -0.155 0.0341
RN -0.268 <.0001 0.0218 0.5294 0.073 0.8638 -0.069 0.3851
HiEh -0.077 0.0084 0.0199 0.2793 0.206 0.3616 0.050 0.2706
S RbHEET1 -0.277 <.0001 -0.294 <.0001 -3.284 <.0001 -0.666 <.0001
S RbHEES2 -0.195 <.0001 -0.203 <.0001 -2.163 <.0001 -0.468 <.0001
AHERABR -0.250 <.0001 -0.0474 0.1227 -0.536 0.1562 -0.023 0.7528
EIBRERA 0.015 0.7182 0.0341 0.1841 0.682 0.0310 0.141 0.0273
RIEDAHEH -0.096 0.0431 0.0158 0.5994 0.011 0.9765 0.120 0.0702
EBRAILLEE 2 0.278 <.0001
RELIBREET 4 0.001 <.0001
EHESP 1 -0.097 <.0001
BHESP 1 -0.0473 <.0001
HEE 1 0.0200 <.0001
EBERRILEE 2 0.1671 <.0001
EHESP 1 -0.726 <.0001
HiEE 1 0.291 <.0001
EBERRILEE 2 2.083 <.0001
EHESP 1 -0.138 <.0001
HHEEXNEHESPLEE 1 0.045 <.0001
REFEGREET 4 0.001 <.0001
HPALE EHEOH -4087.6 -2224.4 -13209.0 -6080.9
HEALE HEBETIL -3875.6 -1764.3 -12764.5 -5576.6
XA E -3646.2 -1664.7 -12629.4 -5462.6
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