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Figure 1 Schematic Representation of Structure of Credit Network in a Structured Credit Portfolio
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Credit Contagion of Retail Credit Portfolio
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Abstract: With theories of complex network and epidemic process, several issues of contagion of retail credit portfolio were stud-
ied, including credit contagion in simple credit structure of regular lattice and credit contagion of mean-field dependent and that
relation between core credit granular and dynamic of credit contagion. Critical feature of credit contagion was found in credit port-
folio with simple regular lattice structure of credit network. When probability of eredit granular being contaminated exceed thresh-
old, whole credit portfolio is to be infected. Contagion effects of credit network is also affected by node status of the network,
mean field of credit network and other factors. In mean-field dependent process of credit contagion, credit contagion is dependent
on initial density of credit portfolio being infected, infection coefficient and recovery coefficient. The process of contagion is also
shown for critical features of parameters. The size of credit granulae being infected is determined by eredit granulae, which plays
core role in credit contagion. The result of simulation shows that there is strong nonlinear dependence of the transmission proba-
bility on the local density of contagion and the mean-field being contagion in retail credit portfolio. This study provides theoretical
basis for stress-testing of credit contagion.
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