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Synopsis

Introduction to Securitization outlines the basics of securitization, addressing applications for this
technology to mortgages, collateralized debt obligations, future flows, credit cards, and auto loans.
The authors present a comprehensive overview of the topic based on the experience they have
gathered through years of interaction with practitioners and graduate students around the world.
The authors offer coverage of such key topics as: structuring agency MBS deals and nonagency
deals, credit enhancements and sizing, using interest rate derivatives in securitization transactions,
asset classes securitized, operational risk factors, implications for financial markets, and applying
securitization technology to CDOs. Finally, in the appendices, the authors provide an essential
introduction to credit derivatives, an explanation of the methodology for the valuation of MBS/ABS,
and the estimation of interest rate risk. Securitization is a financial technique that pools assets
together and, in effect, turns them into a tradable security. The end result of a securitization
transaction is that a corporation can obtain proceeds by selling assets and not borrowing funds. In
real life, many securitization structures are quite complex and enigmatic for practitioners, investors,
and finance students. Typically, books detailing this topic are either too lengthy, too technical, or too
superficial in their presentation. Introduction to Securitization is the first to offer essential information
on this topic at a fundamental, yet comprehensive level-providing readers with a working
understanding of what has become one of today’s most important areas of finance. Authors Frank
Fabozzi and Vinod Kothari, internationally recognized experts in the field, clearly define
securitization, contrast it with corporate finance, and explain its advantages. They carefully illustrate
the structuring of asset-backed securities (ABS) transactions, including agency mortgage-backed
securities (MBS) deals and nonagency deals, and show the use of credit enhancements and
interest rate derivatives in such transactions. They review the collateral classes in ABS, such as
retail loans, credit cards, and future flows, and discuss ongoing funding vehicles such as
asset-backed commercial paper conduits and other structured vehicles. And they explain the
different types of collateralized debt obligations (CDOs) and structured credit, detailing their
structuring and analysis. To complement the discussion, an introduction to credit derivatives is also
provided. The authors conclude with a close look at securitization’s impact on the financial markets
and the economy, with a review of the now well-documented problems of the securitization of one
asset class: subprime mortgages. While questions about the contribution of securitization have
been tainted by the subprime mortgage crisis, it remains an important process for corporations,
municipalities, and government entities seeking funding. The significance of this financial innovation

is that it has been an important form of raising capital for corporations and government entities



throughout the world, as well as a vehicle for risk management. Introduction to Securitization offers
practitioners and students a simple and comprehensive entry into the interesting world of

securitization and structured credit.
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Customer Reviews

Securitization is a financial technique that pools assets together and, in effect, turns them into a
tradable security. The end result of a securitization transaction is that a corporation can obtain
proceeds by selling assets and not borrowing funds. In real life, many securitization structures are
quite complex and enigmatic for practitioners, investors, and finance students. Typically, books
detailing this topic are either too lengthy, too technical, or too superficial in their presentation.
Introduction to Securitization is the first to offer essential information on this topic at a fundamental,
yet comprehensive levelA¢a -4 providing readers with a working understanding of what has
become one of today’s most important areas of finance. Authors Frank Fabozzi and Vinod Kothari,
internationally recognized experts in the field, clearly define securitization, contrast it with corporate
finance, and explain its advantages. They carefully illustrate the structuring of asset-backed
securities (ABS) transactions, including agency mortgage-backed securities (MBS) deals and
nonagency deals, and show the use of credit enhancements and interest rate derivatives in such
transactions. They review the collateral classes in ABS, such as retail loans, credit cards, and future
flows, and discuss ongoing funding vehicles such as asset-backed commercial paper conduits and
other structured vehicles. And they explain the different types of collateralized debt obligations

(CDOs) and structured credit, detailing their structuring and analysis. To complement the



discussion, an introduction to credit derivatives is also provided. The authors conclude with a close
look at securitization’s impact on the financial markets and the economy, with a review of the now
well-documented problems of the securitization of one asset class: subprime mortgages. While
questions about the contribution of securitization have been tainted by the subprime mortgage
crisis, it remains an important process for corporations, municipalities, and government entities
seeking funding. The significance of this financial innovation is that it has been an important form of
raising capital for corporations and government entities throughout the world, as well as a vehicle for
risk management. Introduction to Securitization offers practitioners and students a simple and

comprehensive entry into the interesting world of securitization and structured credit.

Introduction to Securitization A comprehensive overview of securitization With this book, Frank
Fabozzi and Vinod Kothari bring together their extensive expertise in this field to present asset and
financial managers, as well as finance students, with comprehensive information on one of the most
important topics in modern-day finance. Introduction to Securitization outlines the basics of
securitization, addressing applications for this technology to mortgages, collateralized debt
obligations, future flows, credit cards, and auto loans. The authors present a comprehensive
overview of the topic based on the experience they have gathered through years of interaction with
practitioners and graduate students around the world. The authors offer coverage of such key topics
as: structuring agency MBS deals and nonagency deals, credit enhancements and sizing, using
interest rate derivatives in securitization transactions, asset classes securitized, operational risk
factors, implications for financial markets, and applying securitization technology to CDOs. Finally,
in the appendices, the authors provide an essential introduction to credit derivatives, an explanation

of the methodology for the valuation of MBS/ABS, and the estimation of interest rate risk.

As a federal regulator that needed a crash course in securitizations, | purchased this book and was
pleasantly surprised by its accessibility and ease of use. | was able to get up to speed on PAC
bonds and support bonds very quickly. | would recommend this book for the library of any person
that tangentially interacts with structured finance transactions and needs a quick reference to get

them up to speed on the basics.

Excellent book, explore the different scenarios in the securitization business. Its a good introduction

to this business, you can obtain mora tan a big picture of the subject.



It is very focused, informative, and could be helpful for students, researchers, financiers as well

Great author and an extremely authoritative and knowledgable work for all those interested in this

topic. Great reading too. Everything I've read from him are great reading.

To make a long story short, the authors throw the reader into the deep end of the pool and never
look back. | author several empirical financial academic papers each year, and find that establishing
the big picture (i.e., the trunk of the tree) at the BEGINNING encourages the reader to continue
reading. This book leads the reader to ask WHY, WHO, WHERE, HOW . . . largely because the the
authors fail to provide the reader with a general map for the game. Bottom line: this book is a poor

introduction to securtitization.
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