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S&P see Standard & Poor’s rating agency
sales

assets 244
growth/decline ratio 123
Return on Sales 125
SOCE ratio 123, 134–135
working capital to sales ratio 128

Sales to Operating Capital Employed (SOCE)
ratio 123, 134–135

SARS see Severe Acute Respiratory Syndrome
scarce resources 179
scenario analysis 192
Scholes see Black Scholes option modelling
sectors

concentration 258–259, 262
Credit Crisis 2008 404–406
credit portfolio insights 244–245
credit risk management 30
industry risks 61–62
NI 49
pricing factors 340–341
PS correlations 312–313

securitization 318–321
ABS 319
CDO 319–321
CDS 395–396
Credit Crisis 2008 394–396
rating agencies 400
risk appetite 394–395

security 359–366, 367–377
attributes 362
borrowers 361–362
covenants 373–377
creditors 360–361
facility grades 364–366
intangible 369–370
merits/demerits 360–362
methods of taking 371–372
need for 359–360
pricing 341, 362–364
realization 372–373
risk mitigants 152–153
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security (Continued )
systematic/unsystematic risk 364
tangible 367–368

segments, market 61–62
sellers, protection 326, 330
sensitivity analysis 192, 202
settlement risk 15–16
Severe Acute Respiratory Syndrome (SARS) 56
shares 367
short loans 234
short term debt cash cover ratio 121–122
simple default 269
simulation 274, 280–281
size of customer 308
skills 92
SOCE see Sales to Operating Capital Employed

ratio
socio-economic advantage 9
solvency 113–122, 276
solvency ratios 113–122

case study 139
cash flow ratios 121–122
dividend and equity ratios 120–121
external finance ratios 120
liquidity ratios 115–117
long term ratios 117–119

sovereign CDS 329
sovereign risk 5
specific risk 63

see also diversifiable risk
speculation

CDS 327
credit bubbles 385–386
Credit Crisis 2008 395, 397, 400–401

spending 10, 47–48
sponsorship 180, 185
staff morale 93
Standard & Poor’s (S&P) rating agency

166–167
standardized credit risk approach 290–291
standards, minimum credit 30
stock holding period 126–127, 211–212, 219
stock and shares 367
Stock Turnover Ratio 210
strengths 83, 150–151
structural analysis 73–77
structural models 169–172
structured pricing 353–354
sub-portfolios 248, 268–269, 270
sub-prime lending 393–394, 394–395, 397,

403–404

substitute products 67, 69, 74–75
suppliers

bargaining power 67, 70, 75–76
credit 11–12
Porter’s Model 67, 70, 75–76
working capital 219

sustainable growth ratio 121
swaps 330–332, 343–344
SWOT analysis 83–84
syndicated loans 317–318
systematic risk 253–256

consequences 254–255
credit risk causes 16–17
diversifiable risk 256
portfolio risks 253–255
security 364
triggers 254

systemic risk 400

takeovers 87
tangible security 367–368
target markets 30
tax 8, 180
‘technical default’ 269
technology 55
tenor of project 180
termination payments 325–326
term lending institutions 11
terrorism 53
threats, SWOT analysis 84
TL see total leverage
‘too big to fail’ institutions 407–408
total credit portfolio risk equation 255
total leverage (TL) 132–133
Total Return (TR) swaps 330–332
tradable credit assets 317–322, 409–410
trade credit 11, 12, 127, 317–322, 409–410
trade creditors payment period 127
traders/trading 18, 317–322, 409–410
transfer of risks 152
troughs in business cycle 45

UL see Unexpected Loss
undiversifiable risk see systematic risk
Unexpected Loss (UL) 272, 274, 279,

282
unionism 57, 94
United States (US) 44, 393–410
unregistered charges 369
unsystematic risk 16–17, 364
US see United States
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value creation 80
variable interest rates 342–343

Wachovia Bank 253
warranties 193
WC see working capital
WC to Sales ratio 128, 210–212
WC to Total Assets ratio 127–128, 136, 210, 212
weaknesses, SWOT analysis 83
wealth creation 7–8, 10–11
working capital (WC) 207–237

balance sheets 208–210, 219, 220, 234
behaviour 216–223
business volume 219–222, 223
cancellation of credit 230
case study 234–236
cash flows 223–225, 234
cycle 207–208, 212–216
definition 207–208
drivers 217

financing 217–218, 232–234
fixed capital 216
impacts of risks 229–230
management 141, 231
mitigants of risks 230–231, 236
price/pricing 222, 223, 231
profitability 223–225, 227, 228–229
project finance 188, 201
provisioning inadequacy 228
ratios 127–128, 136, 210–212
reduction of credit 230
risks 225–230, 236
to sales ratio 128, 210–212
to total assets ratio 127–128, 136, 210,

212
trade terms 218–219, 223
unforeseen contingencies 229

wrong way risk 298

Z-Score Model 135–143, 161
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