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Retail loan-level econometric models for credit and impairment metrics

Portfolio Analyser (PA) Suite of Models

Delinquency/Arrears 
(Flow rates or migration matrices)

Default Rates & PDs
(Dynamic term-structures)

Prepayment Risk
(Closed-good physical risk)

Exposure at Default (EADs)
(Amortization curves or utilization 

factors)

Expected 
Credit 
Losses 
(ECLs)

IFRS 9 

Credit 
Impairments

M o r t g a g e s
(With relevant sub-categories)

C r e d i t  C a r d s
(Bank cards & Retail cards)

P e r s o n a l  L o a n s  &  L i n e s
(Unsecured & Secured)

Ve h i c l e / Au t o  F i n a n c e
(Loans & Leases)

O v e r d r a f t s
(Across account types)

S t u d e n t  L o a n s
(Government & Private)

R e t a i l  S M E s

(With relevant sub-categories)

Portfolio Loss Analytics
(Dynamic multi-period Loss Distributions, VaRs, Tail-risk-contribution analysis, 

Economic Capital, Risk Concentration)

Retai l  Asset  Classes
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1. Economic Outlook for the U.K.

2. Rising PD & LGD Forecasts for the U.K. Mortgage Market

3. Impact on IFRS 9 Impairments

4. Impact on Loss Distribution
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1 Economic Outlook 

for the U.K.
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Sources: Moody’s Analytics calculated
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Source: Moody’s Analytics
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Shift of baseline scenarios

Unemployment Increases
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Country
Unemployment 

in 2019Q4

Max of 2020-22 

Unemployment (Feb)

Max of 2020-22 

Unemployment (Aug)

Value Date Value Date

Germany 5.00 5.36 2022Q4 6.25 2020Q4

United Kingdom 3.80 4.64 2022Q4 8.42 2021Q1

France 8.10 8.51 2020Q1 11.12 2020Q3

Greece 16.53 16.34 2020Q1 19.83 2020Q4

Spain 13.81 14.06 2020Q2 19.71 2020Q3

Italy 9.57 10.52 2022Q4 13.08 2021Q2

Netherlands 3.40 4.48 2021Q3 7.00 2021Q2

Portugal 6.62 6.29 2020Q1 9.59 2020Q4

Russian Federation 4.58 5.78 2021Q1 6.48 2020Q3

Poland 2.85 3.91 2022Q4 6.54 2021Q3

United States 3.53 4.37 2022Q2 13.03 2020Q2
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Coronavirus reported cases per 100,000 population

Rising Number of Infections
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Source: ONS
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Sources: ONS, Moody’s Analytics

GDP and House Price Index, % change yr ago
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Regional Shocks to House Price Index (NUTS1)
U.K. regions:  annual growth 2019 vs. 2020 (baseline forecast)

Source: Moody’s Analytics
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Sources: Moody’s Analytics

Severity, Avg. Deviations From Baseline, %
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Sources: ONS, Moody’s Analytics
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Modular Structure for Consumer Loans Analysis
The case of U.K. Mortgages using Moody’s Mortgage Portfolio Analyser
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Risks simulations, 
cash-flow 
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Scenario projections 
for risk metrics such 

as ECL, Loss 
Distribution, Credit 

VaR

Account-level, 
forward-looking, 

scenario-conditional 
cash-flows

MODELS OUTPUT

Staging, 
Impairment 

Calculations & 
Forecasts
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Definition of Synthetic Arrears Status
Payment holiday was offered to borrowers who faced financial 

difficulties due to Covid-19 outbreak

Current accounts

All current accounts with 

regular observed loan 

repayments.

Current

30 DPD accounts

» DPD30 arrears bucket.

» Account status is “Current” 

and no observed 

repayments over the last 

month.

30 DPD

60 DPD accounts

» DPD60 arrears bucket.

» Account status is “Current” 

or “DPD30” and no 

observed repayments over 

the last 2 months.

60 DPD

Defaulted accounts

» Defaulted account.

» No observed repayments 

over the last 3 months.

Default
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EDW Mortgage Data in 2020
Loan’s performance during the pandemic
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Characterizing the Loans
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Impact of Scenario Vintages on Risk Metrics
June snapshot
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June snapshot – weighted average 12-month PD, %

Impact on the Risk Metrics
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3 Impact on IFRS 9 

Impairments
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4 Impact on Loss Distribution
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Loan Ratings Distribution Based on 12-month PD
Baseline and downside forecast across scenario vintages
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Key Takeaways

1.Despite the current recovery phase, the U.K. economy is 

forecast to contract 9.7% in 2020.

2.Payment holiday scheme helped to contain the surge in 

impairments. A niche of customers has benefited more than 

others and might become reduced payments accounts.  

3.With the end of the scheme in October, banks should 

expect a tsunami effect on their provisions.

Q&A
Email us at help@economy.com
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