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Introduction
Credit default swap can be described as the financial agreement with which an individual or business entity attempts to mitigate the possibility associated with the risk of loss that might arise from default by the issuer of a respective bond. Precisely, this factor is achieved through the act of insuring the potential of the bonds buyer drafted in a written agreement. According to the information contained in the article of (Richard Ivey 2020), there are three main provisions which take place in case a default takes place. Physical settlement is the first mechanism which can be undertaken when default takes place. The buyer is expected to surrender the assets in query to the seller as a measure of recovering the full face value of the asset.
 Consequently, cash settlement is the other significant measure which can take place in cases where the buyer defaults payment to the respective seller. Fixed value settlement is the other significant instance which can take place when buyers default payment. This measure is based on fixed value settlement where the buyer and seller agree on fixed value settlement based on proportion of investment estimated in percentage. 
There are three significant types of credit default swap as presented by (Richard Ivey 2020). Single named credit default swap, basket credit default swap and the Credit default swap indices are the basic forms of credit swap traded in the market. Single name credit default swap provides the buyer with insurance against credit events which involve a business entity or state. Basket credit default swap can be described as the default plan which involves entities grouped together in what is predominantly known as basket whilst credit default indices can be described as the default mechanism that consist of firms index for different markets. 

Case study
Part A: If Phanta defaults in standard CDS 
If 100% = 30M
30% = ? 
= 9M
The investor gets 9M 
Part B: Phanta defaults in first to default basket

If 100% = 21M (30-9)
30% = ?
= 6.3M 
Part C: Koka defaults then Phanta in a first to default basket
If 100% = 30M
(40%+ 30%)70% = ? 
= 21M
Part D: ZZpriteh defaults in a senior basket with a $5m first loss limit
If 100% = 25M
50% = ? 
=12.5M


Part E: Koka defaults in a senior basket with a $5m first loss limit

If 100% = 25M
40%  = ? 
= 10M
Conclusion
[bookmark: _GoBack]In summary, the long-term perspective of credit default swap is based on taking the market to be based on exchanging goods and services enhancing transparency. Relevant market predictions on short and long run bases hence need to be conducted at different targeted levels of ending inventory so as to provide a wide range of decision pentagram through which operational guidelines could be formulated based on credit default swap.       
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