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ct Basel II is a set of recommendations on banking laws and regulations issued by the Basel Committee on 

Banking Supervision. The purpose of Basel II is to create an international standard that banking regulators can 
use to decide how much capital banks need to put aside to guard against the types of financial and operational 
risks banks face. The key Basel II risk parameters are Probability of Default (PD), Exposure at Default (EAD) and 
Loss Given Default (LGD).

Probability of Default:  

The Probability of Default (PD) is the likelihood that a loan will not be repaid and will fall into default. 

Predicta and PD Calculation:  Based on existing data model Predicta is capable of calculating PD for new 
customers through application scorecard as well as behavioral scorecard.

Predicta – A Basel II compliant product
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Exposure at Default:  

If an asset suffers from a lower valuation or loan default, the Exposure at Default figure indicates how much 
the firm will lose because of the default. The loss is contingent upon the extent to which the bank was 
exposed to the borrower at the time of default, commonly expressed as Exposure at Default (EAD). 

Predicta and EAD Calculation:  Predicta is able to calculate the EAD for new as well as existing customers.

Loss Given Default: 

Loss Given Default is the magnitude of likely loss on the exposure: this is termed the Loss Given Default 
(LGD), and is expressed as a percentage of the exposure. 

Predicta and LGD Calculation:  Predicta is able to calculate the LGD for new as well as existing customers.
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