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Abstract
Central counterparty default waterfalls act as a last line of defense in over-the-counter markets by managing and allocating resources to cover defaults of clearing members and
clients. However, central counterparties face competing objectives in setting up their default waterfalls. In this paper we evaluate the trade-offs between default waterfall
resiliency and central clearing, using a unique and comprehensive dataset containing all U.S. cleared and bilateral credit default swap positions. We evaluate the resiliency of
different waterfall designs, accounting for the interconnectedness of payments in the system, the presence of client clearing obligations for members, and the distribution of
losses among market participants.

Keywords: central counterparty, systemic risk, default waterfall, financial networks, credit default swaps

JEL Classification: G10, G23, G28, L14

Suggested Citation

Show Contact Information

42 References

1. D Acemoglu , A Ozdaglar , A Tahbaz-Salehi
Systemic risk and stability in financial networks
The American Economic Review , volume 105 , issue 2 , p. 564 - 608 Posted: 2015

Crossref (https://doi.org/10.1257/aer.20130456)

2. V Acharya , A Bisin
Counterparty risk externality: Centralized versus over-thecounter markets
Journal of Economic Theory , volume 149 , p. 153 - 182 Posted: 2014

Crossref (https://doi.org/10.1016/j.jet.2013.07.001)

3. F Allen , D Gale
Financial contagion
Journal of Political Economy , volume 108 , issue 1 , p. 1 - 33 Posted: 2000

Crossref (https://doi.org/10.1086/262109)

4. H Amini , D Filipovi´cfilipovi´c , A Minca
Systemic risk and central clearing counterparty design
Swiss Finance Institute Research Paper , p. 13 - 34 Posted: 2015





Download This Paper (Delivery.cfm/SSRN_ID3634656_code2431684.pdf?abstractid=3634656&mirid=1)

Open PDF in Browser (Delivery.cfm/SSRN_ID3634656_code2431684.pdf?abstractid=3634656&mirid=1&type=2)

We use cookies that are necessary to make our site work. We may also use additional cookies to analyze,
improve, and personalize our content and your digital experience. For more information, see our Cookie
Policy (https://www.elsevier.com/legal/cookienotice)

Cookie Settings Accept all cookies

https://www.ssrn.com/
https://papers.ssrn.com/sol3/ShoppingCart.cfm
https://www.ssrn.com/index.cfm/en/subscribe/
https://hq.ssrn.com/submission.cfm
https://papers.ssrn.com/sol3/DisplayJournalBrowse.cfm
https://blog.ssrn.com/
https://www.ssrn.com/index.cfm/en/contactus/
https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID3634656_code2431684.pdf?abstractid=3634656&mirid=1
https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID3634656_code2431684.pdf?abstractid=3634656&mirid=1&type=2
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=1718550
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=2988657
https://doi.org/10.1257/aer.20130456
https://doi.org/10.1016/j.jet.2013.07.001
https://doi.org/10.1086/262109
https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID3634656_code2431684.pdf?abstractid=3634656&mirid=1
https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID3634656_code2431684.pdf?abstractid=3634656&mirid=1&type=2
https://www.elsevier.com/legal/cookienotice


SSRN Quick Links

SSRN Rankings

About SSRN

 (https://www.facebook.com/SSRNcommunity/)
 (https://www.linkedin.com/company/493409?

trk=tyah&trkInfo=clickedVertical%3Acompany%2CentityType%3AentityHistoryName%2CclickedEntityId%3Acompany_493409%2Cidx%3
 (https://twitter.com/SSRN)

Load more

0 Citations

Fetch Citations

Do you have a job opening that you would like to promote on SSRN?

6  Citations

42  References

Related eJournals

View more 

Place Job Opening (https://www.ssrn.com/index.cfm/en/Announcements-Jobs/)

Paper statistics

DOWNLOADS 109

ABSTRACT VIEWS 757

RANK 468,779

PlumX Metrics

(https://plu.mx/ssrn/a/?
ssrn_id=3634656)

Office of Financial Research Paper Series (https://papers.ssrn.com/sol3/JELJOUR_Results.cfm?form_name=journalBrowse&journal_id=2620813)

 Follow 

Risk Management eJournal (https://papers.ssrn.com/sol3/JELJOUR_Results.cfm?form_name=journalBrowse&journal_id=1492472)

 Follow 



Feedback 

Submit a Paper  (https://hq.ssrn.com/submission.cfm)













https://www.facebook.com/SSRNcommunity/
https://www.linkedin.com/company/493409?trk=tyah&trkInfo=clickedVertical%3Acompany%2CentityType%3AentityHistoryName%2CclickedEntityId%3Acompany_493409%2Cidx%3A0
https://twitter.com/SSRN
https://www.ssrn.com/index.cfm/en/Announcements-Jobs/
https://plu.mx/ssrn/a/?ssrn_id=3634656
https://papers.ssrn.com/sol3/JELJOUR_Results.cfm?form_name=journalBrowse&journal_id=2620813
javascript:void(0);
https://papers.ssrn.com/sol3/JELJOUR_Results.cfm?form_name=journalBrowse&journal_id=1492472
javascript:void(0);
https://hq.ssrn.com/submission.cfm


(http://www.elsevier.com/)

(http://www.relx.com/)

 (https://papers.ssrn.com/sol3/updateInformationLog.cfm?process=true)

Copyright (https://www.ssrn.com/index.cfm/en/dmca-notice-policy/)  Terms and Conditions (https://www.ssrn.com/index.cfm/en/terms-of-use/)
Privacy Policy (https://www.elsevier.com/legal/privacy-policy)

All content on this site: Copyright © 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and
similar technologies. For all open access content, the Creative Commons licensing terms apply.

We use cookies to help provide and enhance our service and tailor content.

To learn more, visit Cookie Settings. 

http://www.elsevier.com/
http://www.relx.com/
https://papers.ssrn.com/sol3/updateInformationLog.cfm?process=true
https://www.ssrn.com/index.cfm/en/dmca-notice-policy/
https://www.ssrn.com/index.cfm/en/terms-of-use/
https://www.elsevier.com/legal/privacy-policy

