
Law of Large Numbers for Self-Exciting Correlated
Defaults

by
Jin Ma

University of Southern California
3620 S. Vermont Ave, KAP 108

Los Angeles, CA 90089-2532, USA
jinma@usc.edu

Abstract

We consider a reduced form model for a large pool of possibly defaultable entities. We allow
the times of defaults to be correlated not only by their dependence on a common factor, but
also by their dependence on the extent of past defaults, therefore with a self-exciting nature.
We characterize the limiting process for the mean number of defaults and the mean loss, as
the number of entities becomes large.
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