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Study of Mechanism of Enterprise Customer$ Credit Risk Management Using RAROC

SONG Xin —min  ZHOU Zong — fang
Univ. of Elec. Sci. & Tech. of China Chengdu 610054 China

Abstract This paper introduces a new method Risk Adjusted Return on Capital RAROC  to analyze
the enterprises customer credit risk and calculate the profit adjusted for credit risk and the necessary capital — at
— risk which is used to avoid the bankruptcy caused by unexpected loss or to support the company when the cred-
it rate migrates. After calculating RAROC the paper will match the profit and the cost brought by credit sale. By
doing so a company will be able to put risk under control. Furthermore a healthy relationship between risk —
controlling and business development is beneficial to a companys risk control. The RAROC can also be used to
evaluate a single business transaction and personnels achievements in management and sales sections.

Key Words RAROC  mechanism of risk management  enterprise customer credit risk
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