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Discussion on Measuring the Loan Default Possibility of the

Commercial Bank: Loan Default Table Method

PENG Jian-gang , YIYu , LI Zhang-fei

(College of Finance, Hunan University, Hunan 410079)
(Research Center of Financial Management, Hunan University, Hunan 410079)

Abstract
Combining with the five-category loan quality classification, this paper puts forward loan default table
method to calculate and measure the possibility of default of loan. Based on the customers’ credit
ratings, this method can measure the possibility of default of the outstanding loans at different time
points, which helps the Chinese commercial banks to calculate the expected loss and unexpected loss of
the loan portfolio.
Keywords: the probability of default; default table method; five-category loan quality classification;

credit rating
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