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» 20. Consequently, the expected credit losses for the cash outflows under the guarantee should be considered
separately from the expected credit losses in respect of the future premiums receivable (the ‘gross’ approach). Under
this approach, the provision for expected credit losses in respect of the expected cash outflows payable under the
guarantee (less any reimbursements for those outflows) excludes future premium receipts.
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21. We note that this approach results in the consistent measurement of expected credit losses for financial

guarantee contracts irrespective of whether or not premiums are receivable over the life of the contract or as a single
premium at the inception of the contract
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= 12-month ECL = EAD*PD*LGD
1,000,000*0.5%*25%
1,250

OF7| L Al &2t C{E XA (bullet loan)
= A2, 513 2|, REZ2|2(1,0007l1*@1,000=1,000,000), 12-month PD(=0.5%), LGD(=25%)
4 | fFelX e =2 F7I161X| OtL|5IiCtn &A%

= EAD*PD*LGD
= 1,000,000%0.5%*25%
= 1,250

oA

= PD: M| F 20|l L’ H 2HE (Probability of Default)
= LGD: X| F20|3 LYMA| =4 E(Loss Given Default)
= EAD: X| £ 20|l HMA] QA ZX{(Exposure At Default)
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