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ABSTRACT

Under Basel Capital Accord requirement, banks have come to the firm conclusion that
they need to start quantifying credit risk. There are two main types of current credit risk
assessment model, which are judgmental and quantitative. Judgmental type method is
based on analyses relying on quantitative techniques and subjective elements. This
method suffers a few disadvantages. Firstly, it is expensive in terms of resources and
costs. Secondly, the transformation of tacit knowledge about the borrowers
characteristics to explicit organizational knowledge is difficult under such a process
(Chakrabati, Baijayanta and Ravi Varadachari ). The quantitative method depends on
statistical analysis and consumer historical data to arrive at the conclusion. The current
guantitative model which actively being used by most banks for credit risk estimation is
credit scoring model. The main objective of this study is to anayze the performance of
credit scoring model to predict the credit loss based on Citibank's consumer data using
the statistical method which is linear regression model. This performance accuracy was
determined by representing the analysis of experiment's result. In addition to that, this
study identifies the issues of weaknesses of current credit risk model in estimating the
credit loss and issues of data limitation in implementing credit card's risk model.

Keywords: Credit scoring; Basel 11 Accord; Internal Rating Based (IRB);Probability of
Default (PD); Scorecard.
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