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Abstract

Values of tranche spreads of collateralized debt obligations (CDOs) are driven by the
joint default performance of the assets in the collateral pool. The dependence between
the entities in the portfolio mainly depends on current economic conditions. Therefore,
a correlation implied from tranches can be seen as a measure of the general situation
of the credit market. We analyse the European market of standardized CDOs using
tranches of the iTraxx index in the periods before and during the global financial crisis.
We investigate the evolution of the correlations using different copula models: the
standard Gaussian, the NIG, the double-t, and the Gumbel copula model. After
calibration of these models, one obtains a time varying vector of parameters. We
analyse the dynamic pattern of these coefficients. That enables us to forecast future
parameters and consequently calculate Value-at-Risk measures for iTraxx Europe
tranches.

Keywords:


https://www.tandfonline.com/
https://www.tandfonline.com/action/showPublications?pubType=journal
https://www.tandfonline.com/subjects/economics-finance-business-industry
https://www.tandfonline.com/journals/rquf20
https://www.tandfonline.com/loi/rquf20
https://www.tandfonline.com/toc/rquf20/14/9
https://www.tandfonline.com/toc/rquf20/14/9
https://www.tandfonline.com/journals/rquf20
https://www.tandfonline.com/author/Choro%C5%9B-Tomczyk%2C+Barbara
https://www.tandfonline.com/author/H%C3%A4rdle%2C+Wolfgang+Karl
https://www.tandfonline.com/author/Overbeck%2C+Ludger
https://doi.org/10.1080/14697688.2013.847280
https://www.tandfonline.com/action/clickThrough?id=5943&url=%2Fr%2Fsubjectsample-mathstats&loc=%2Fdoi%2Fabs%2F10.1080%2F14697688.2013.847280&pubId=47044621&placeholderId=1074&productId=1843
https://www.tandfonline.com/doi/full/10.1080/14697688.2013.847280?scroll=top&needAccess=true
https://www.tandfonline.com/doi/figure/10.1080/14697688.2013.847280?scroll=top&needAccess=true
https://www.tandfonline.com/doi/ref/10.1080/14697688.2013.847280?scroll=top
https://www.tandfonline.com/doi/citedby/10.1080/14697688.2013.847280?scroll=top&needAccess=true
https://www.tandfonline.com/doi/metrics/10.1080/14697688.2013.847280?scroll=top
https://www.tandfonline.com/doi/permissions/10.1080/14697688.2013.847280?scroll=top
https://www.tandfonline.com/doi/abs/10.1080/14697688.2013.847280
https://www.addtoany.com/share#url=https%3A%2F%2Fwww.tandfonline.com%2Fdoi%2Fabs%2F10.1080%2F14697688.2013.847280&title=Copula%20dynamics%20in%20CDOs%3A%20Quantitative%20Finance%3A%20Vol%2014%2C%20No%209
https://www.tandfonline.com/
https://www.tandfonline.com/action/showCart?FlowID=1

CDO Multivariate distributions Copula Implied correlations Value-at-Risk

JEL Classification:

C13 C22 C53 G32

Acknowledgements

The financial support from the German Research Foundation, Project HA2229/7-1 and
via CRC 649 Economic Risk at Humboldt-Universitat zu Berlin is gratefully
acknowledged. The authors would like to thank the anonymous reviewer for valuable

comments and suggestions that greatly improved the manuscript.

Related research @

People also read Recommended articles Cited by
8


https://www.tandfonline.com/keyword/CDO
https://www.tandfonline.com/keyword/Multivariate+distributions
https://www.tandfonline.com/keyword/Copula
https://www.tandfonline.com/keyword/Implied+correlations
https://www.tandfonline.com/keyword/Value-at-Risk
https://www.tandfonline.com/keyword/C13
https://www.tandfonline.com/keyword/C22
https://www.tandfonline.com/keyword/C53
https://www.tandfonline.com/keyword/G32

Information for Open access

Authors Overview

R&D professionals Open journals

Editors Open Select

Librarians Dove Medical Press
Societies F1000Research
Opportunities Help and information
Reprints and e-prints Help and contact
Advertising solutions Newsroom

Accelerated publication All journals

Corporate access solutions Books

Keep up to date

Register to receive personalised research and resources
by email

9 Sign me up
O"M
You N
0
Copyright © 2025 Informa UK Limited Privacy policy Cookies Terms & conditions P Taylor and

Francis Group
Accessibility

Registered in England & Wales No. 01072954
5 Howick Place | London | SW1P 1WG



https://authorservices.taylorandfrancis.com/
https://taylorandfrancis.com/who-we-serve/industry-government/business/
https://editorresources.taylorandfrancis.com/
https://www.tandfonline.com/page/librarians
https://www.tandfonline.com/societies
https://www.tandfonline.com/openaccess
https://www.tandfonline.com/openaccess/openjournals
https://www.tandfonline.com/openaccess/openselect
https://www.tandfonline.com/openaccess/dove
https://www.tandfonline.com/openaccess/f1000
https://taylorandfrancis.com/who-we-serve/industry-government/marketing/
https://taylorandfrancis.com/partnership/commercial/advertising-solutions/
https://taylorandfrancis.com/partnership/commercial/accelerated-publication/
https://taylorandfrancis.com/who-we-serve/industry-government/business/purchasing-options/
https://help.tandfonline.com/
https://newsroom.taylorandfrancisgroup.com/
https://www.tandfonline.com/journals?&pageSize=3000
https://www.routledge.com/
https://taylorandfrancis.formstack.com/forms/tfoguest_signup
http://facebook.com/TaylorandFrancisGroup
https://twitter.com/tandfonline
http://linkedin.com/company/taylor-&-francis-group
https://www.youtube.com/user/TaylorandFrancis
http://www.weibo.com/tandfchina
https://bsky.app/profile/tandfresearch.bsky.social
https://www.informa.com/
https://informa.com/privacy-policy/
https://privacy.informa.com/trackers/en/
https://www.tandfonline.com/terms-and-conditions
https://www.tandfonline.com/accessibility
http://taylorandfrancis.com/

