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Dimension Harmonised Credit Rating Agency Default Definition Prudential Default Definition
(Market Practice) (Capital Requirements Regulation - Article 178)
Primary objective Measure and communicate credit risk and economic reality | Ensure capital adequacy and supervisory consistency
Nature of assessment Event-based and judgement-driven Rule-based and standardised

Default triggered by 290 days past due (DPD) on any material
credit obligation (i.e., an amount exceeding €500 and 1% of total
exposure for non-retail exposures)

Failure to pay / Default occurs after uncured non-payment beyond
Days Past Due (DPD) contractual grace period, assessed case by case

Independent default trigger based on the institution’s

Embedded in forward-looking credit judgement of the assessment that the obligor is unlikely to pay, regardless of days

Uil ey (T, obligor’s ability and willingness to pay

past due
Time threshold No fixed delinquency threshold Explicit 90-day rule (DPD), alternative to UTP
CEN T QAN Treated as a default event Treated as a default event

Recognised as default when creditors incur economic loss | May trigger default if restructuring results in material economic

Di .
B e (distressed exchange) loss under NPV test (typically within UTP assessment)

Issuer-level vs . . .
) Clear distinction between issue-level and issuer-level . . . .
instrument-level default Primarily obligor-centric

(selective default) default

Forward-looking
judgement

Central to default assessment Limited, except through UTP

Use cases Risk analysis, pricing, investment decisions, benchmarking | Capital requirements, supervision, regulatory reporting

Market-based and regulatory definitions of default serve different objectives and rely on different frameworks. The
UTP trigger reflects forward-looking credit judgement, while the 90 days past due rule is a regulatory construct.
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Disclaimer

This presentation is intended solely for informational and educational purposes.
It does not constitute investment advice, credit advice, or any other form of recommendation.
While efforts have been made to ensure the accuracy of the information, neither EACRA nor the authors
accept any liability for errors, omissions, or actions taken based on this material.

About EACRA: The European Association of Credit Rating Agencies (EACRA) is a platform for cooperation among EU-based Credit Rating
Agencies (CRAs). Our mission is to support CRAs in meeting regulatory requirements through effective communication, cross-border knowledge
sharing, and the promotion of best practices. EACRA also seeks to advance the understanding and value of Credit Ratings within the financial
community and among the general public, while advocating for the interests of CRAs across Europe. Established in November 2009 and registered
in Paris, EACRA s listed in the French Association Directory (N° W751202513) and the EU Transparency Register (ID 24205924101-57).
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