
Risk Categorization ECL Modelling Forward Looking Adjustment

Company

Bond / Loan 

Portfolio

Discuss with Company policy to 

- determine whether simplified approach should be applied to 

trade receivables and contract assets

- define Stage 1 to Stage 3 by other accounts to be assessed

1.Historical Record (History-based)

2.Published Credit Grades (Rating-based)
3.Traded Price of Credit Instruments 

(Market-based)

4.Derived Credit Grades (Fundamental-based)

5.Industry Credit Status (Industry-based)

6.Assigned Credit Score (Internal Rating 
Method)

Forward Looking 

Adjustments

Expected Credit Loss Assessment
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Contract Assets/ 

Trade Receivable / 

Lease Receivables

ECL = EAD x PD x LGD x Discount Factor

Simple scenario based 

analysis

Scenario analysis based 

on  regression on 

econometiric variables

Other Receivables

CDS Implied adjustments
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