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We describe a framework for default risk in which the time of default is the first jump of the log-return below a (possibly

stochastic) level. This is equivalent to a stochastic intensity default model when the stock price is an exponential Levy

process. To understand basket default risk, we therefore need to understand the jump dependence of respective prices

processes. We show that two one-dimensional Levy processes form a two-dimensional Levy process if and only if the joint

survival times satisfy a two-dimensional memoryless property, and therefore are bivariate exponential and the survival

times satisfy a Marshall-Olkin copula. This provides a structure theorem for modeling basket default instruments for

multidimensional Levy prices processes. (Received December 28, 2013)
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