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𝑅𝑖𝜏 = 𝛼𝑖𝑡 + 𝛽𝑖𝑡𝑀𝐾𝑇𝜏 + 𝜀𝑖𝜏

𝐴𝑅𝑖,𝑡+ℎ = 𝑅𝑖,𝑡+ℎ − ො𝛼𝑖𝑡 + መ𝛽𝑖𝑡𝑀𝐾𝑇𝑡+ℎ

𝐶𝐴𝑅𝑖,𝑡+2 = 𝐴𝑅𝑖𝑡 + 𝐴𝑅𝑖,𝑡+1 + 𝐴𝑅𝑖,𝑡+2



•

•

•

•



𝑃𝐷𝑡 = 𝑃𝑟 𝐴𝑡 ≤ 𝐷 = 𝑃𝑟[𝑙𝑛(𝐴𝑡) ≤ 𝑙𝑛(𝐷)]

•

•

•

•

•

𝐴𝑠𝑠𝑒𝑡 = 𝐸𝑞𝑢𝑖𝑡𝑦 + 𝐿𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠 − 𝐷𝑒𝑓𝑎𝑢𝑙𝑡 𝑟𝑖𝑠𝑘 𝑝𝑟𝑒𝑚𝑖𝑢𝑚

•

𝑃𝐷𝑡 = 𝑀 −
𝑙𝑜𝑔

𝐴0
𝐷

+ 𝜇𝐴−
1

2
𝜎𝐴
2

𝜎𝐴
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In December 2020, a significant cybersecurity breach involving SolarWinds's 
software was uncovered. After filing form 8-K on December 14, 2020, the stock 
price lost 25% over the next few days and approximately 35% by the end of the 
month. 
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• Credit impact varies across 
industries. 

• Sectors observing the largest 
number of attacks (finance, 
healthcare and technology) 
have the lowest increase in PD. 

• There is an element of 
persistence over time, as PD 
changes increases over time.
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