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Recoveries per seniority level
[image: image2.png]Seniority

Number of observations

Mean recovery (%)

Standard deviation (%)

Senior secured 82 5631 3361
Senior unsecured 225 4674 25,57
Subordinated 174 3535 24,64
Junior subordinated 142 3503 22,09
Total 623 42.15 2542





Recoveries per industry
[image: image3.png]Industry”™ — Number of observations  Mean recovery (%) _ Standard deviation (

Tiility 55 6837 2082
Insurance 33 3979 2670
Telecom 14 753
Transport 39 2712
Financial u 24.63
Chemicals 2 2633
High tech 14 2215
Automotive 7 2136
Building a3 29.46
Consumer 155 2121
Leisure 86 27.06
Energy 59 25.61
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Fig. 1. Corporate defaults, worldwide (source: Standard & Poor’s).




[image: image8.png]Table 2
Average cumulative default rates (%)

Term 1 2 3 4 5. 10. 15
AAA 0.00 0.00 0.07 0.24. 1.40
AA 0.00 0.02 0.12 0.43. 148
A 0.27 0.67. 3.00
BBB 0.72 1.78. 4.70
6.12 10.97. 19.91
15.95 19.40 21.88. 30.65
31.63 35.97 40.15. 45.10

CreditWeek (April 15, 1996).
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One-year default rates by rating, 1970195

Credit rating One-year default rate
Aver: Standard deviation
0.00 0.0
0.03 0.1
001 0.0
0.13 03
142 13
7.62 5.1

“ Source: Carty and Lieberman (1996).
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Recovery rates by seniority class (% of face value, i.

Senjority class Mean (%) Standard deviation (%)

26.86

Senior secured
Senior unsecured
Senior subordinated
Subordinated
Junior subordinated

Source: Carty and Lieberman (1996).




[image: image11.png]Table 7
Distribution of the bond values, and changes in value of a BBB bond, in 1 year*

Year-end rating  Probability of state: p (%) Forward price: V' (5) Change in value: AV ($)

AAA 0.02 109.37 1.82
AA 0.33 1.64
A 595 111
BBB 86.93 0
BB 5.30 —5.53
B 117 —9.45
cce 0.12 -2391
Default 0.18 —56.42
Source: CreditMetrics, JP Morgan.
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KMV I-year transition matrix based on non-overlapping EDF ranges*

Initial rating  Rating at year-end (%)

AAA AA A BBB BB B cce Default

AAA 2222 7.37 245 0.86 0.67 0.14 0.02
43.04 2583 6.56 1.99 0.68 0.20 0.04

20.34 44.19 2294 7.42 197 0.28 0.10

2.80 2263 42.54 23.52 695 1.00 0.26

0.24 3.69 2293 44.41 24.53 341 0.71

0.05 0.39 3.48 20.47 53.00 20.58 201

0.01 0.09 0.26 .79 17.77 69.94 10.13

KMV Corporation.
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Transition matrix based on actual rating changes®

Initial rating  Rating at year-end (%)

AAA AA A BBB BB

B cce Default
90.81 8.33 0.68 0.06 0.12 0 0 0
0.70 90.65 779 0.64 0.06 0.14 0.02 0
227 91.05 0.74 0.26 0.01 0.06
0.33 595 86.93 5.30 117 112 0.18
0.14 0.67 7.73 80.53 8.84 1.00 1.06
0.11 0.24 0.43 6.48 83.46 4.07 520
0 0.22 1.30 238 11.24 64.86 19.79

Standard & Poor’s CreditWeek (April 15, 1996).
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Source: Asarnow & Edwards [95]
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[image: image16.png]FIGURE 2 Recovery Value by Debt Type and Seniority Class, 1981-2003, Global

Recovery Value by Debt Type and Seniority Class

Grouping Instruments Shows a Pattern but Still Leaves Great Variability: '81-03, Global

8 90 L
k)

§ .

: .

E

B a0 L
K

gL

Loans Bonds Stock

The shaded boxes cover the interquartie range wih blue extending from the 25* percentile o the median while

the red extends from the median to the 75" percentile. White bars matk the medians. Squared brackets mark the

substanive data range. The width of each box is proportional to the number of observations within each group.
This data comes from Moody’s Investors Service, which is the source of LossCalc’s recovery observations.



