A=

200/7—~2008

2009.06.17 \

%
A2/ LT TANRANN \2

soonal?219@gmail.com
016-250-6832



mailto:soona1219@gmail.com

Micro factors

MBS pass-through-> CMO pay-through-> CDO,
CDS, CDO?

» Mortgage: Prime( A )-> Alt-A - Jumbo,
Subprime

- Mortgage: FixedRM - AdjustableRM - Option
ARM, exotic M.

 Conduit, SIV



Macro Environment

» 1998
Easy money a
2004 FRB 4 (1%-2>2%
)
* /0

Bretton Woods 2



Institutional factors

* Agent Problem
, eX: mortgage broker =
IB Incentive system



Regulational Factors

e Shadow Banking

* “Greenspan Put” -
* Gramlich (2007)

* Mark-to-Market ?

« 2003 Fannie Mae, Freddie Mac
1B



« Larry Fink
» 1980 First Boston Mortgage Trader
. BlackRock
* Freddie Mac CMO
. ( Tranche )




* Michael Vranos
. Kidder Peabody CMO
Ellington Management Group CEO

* David Askin  CMO -
o IT :

. Leverage Equity Tranche (Toxic Waste)

¢ 1994 Fed Rate 0.5% - CMO

. CMO 550

"There is no way to determine [values] that would be simultaneously
fair both to investors redeeming from these funds and to investors
remaining in the funds"” , M. Vranos, Sep. 2009



1970 S&L
 Federal Home Loan Bank Board

1987 Black Monday
» Portfolio Insurance

1998 LTCM

2007

« 2007 6 2

« 2007 8 IKB, SachsenLB SIV
« 2007 9 Northern Rock

o Issue




2401010 Perfect Stor

-
Yield curve play: Mortgage
. Mortgage Credit Score - Prime Mortgage
e 2000 Subprime -
e Subprime CDO CDO Diversifiation

(Information Asymmetry)
« Due Dilligence

(2008)
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Data source: Fed Flow of Funds
* Inclduing residential and commercial mortgages
** Compunded Annual Growth Rate
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“A.Gov't Insured (FHA/VA)

< _ B. Conforming C. Non-prime (e.g., B&C)
Conventional -

Non-conferming <
. Jumbo

. Gov't-insured (FHA/VA): Explicit gov't guarantee; Securitized by Ginnie Mae

. Conforming conventional: Implicit gov't guarantee; Securitized by GSEs

. Non-conforming, non—-prime: No gov't guarantee: Securitized by Priavte
Labels {PLs) via CDO & CDC-Squared

Non—conforming, jumbo: No gov't guarantee, Securitized by Pls
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Goldman Sachs CDO Deal (GSAMP 2006-83):

An “Eye—Opening” Case of Rating Migrations

CDO Tranches of GSAMP Trust 2006 S3 Issued by Goldman Sachs

S&P Cradit rallna #C Tranches
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Invesiment Grades

The top three
tranches

are clinging to
investmaonl-prade
ratings, bot just
barely. They're
down eight nolches.
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Junk Bond Ratings

The two tranchas
that started as the
junk ratings have
bean wiped

out. So have lour
ihat wera once high
ated.
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GSEs’ Share Value
Crash

AAA

WA
A WaN
AN AA N

New Century’s
e

Share Value Crash

Hedge Fund Closures
By BNP-P & Bear S.

Fitch & S&P’s CDO
Ratings Downgrading
AV

Bear Stearns Merge
to JP Morgan Chase
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Edward Grammlich

° FRB Governer

2007

Subprime Mortgage.: America s Latest Boom ™
and Bust (2007)

« Home Mortgage Disclosure Act(1975)



 Richard Fuld

« CEO, Lehman
Bros

e “Gorrila”

 Jimmy Cayne
« CEO, Bear Sterns

. Central
Park 2




« Stanley O’Neal
« CEO, Merril Lynch

Martin Sullivan
CEO, AIG




 Ken Thompson
e CEO, Wachovia
« Golden West Financial

« Kerry Killinger
« CEO, Washington Mutual




* Angelo Mozilo

 CEOQO,
CountryFinanicial

ETT

With The
Combo
* Low Monthly Payments

Loan. o4 gut of 5 Approved *
* No Up-Front Gost Or
Obligation
s oans for Homeowners
With-Less Than Perfect

Credit

. pr-}GFI\"\.
HUMEOWNERS
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 Daniel Mudd
« CEO, Fannie’‘Mae
. (GE)

e Richard Syron
« CEO, Freddie Mac
g FRB
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