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Asset Securitization among Industrial Firms

Abstract
In this paper we investigate why industrial firms use the asset-backed securities market to finance operations when the option of unsecured debt issuance is generally available. We review theories that suggest that firms will prefer to securitize when capital market frictions related to agency costs of unsecured debt and asymmetric information problems are important. We investigate these theories by comparing the characteristics of firms that chose to securitize receivables in five industries in the 1987-1994 period. Our results show that firms that securitize tended to be larger and have a greater concentration of receivables. This is consistent with the view that there are economies of scale in securitization. In addition, we find that firms that securitize are much closer to financial distress than firms that do not. This is consistent with theories that argue that the securitization decision is driven in part by firm’s efforts to avoid informational and agency-related frictions that arise when issuing unsecured debt.

1.0 Overview

Asset-backed securities (ABS) are created when financial assets are pooled together and claims to that pool are sold in the market. The most common types of securitized assets are mortgages, credit card receivables, automobile loans, student loans and equipment leases. The securitization of non-mortgage assets began in March of 1985 when Sperry Corporation issued $192.5 million of securities backed by computer lease receivables. Since then, the market has grown at a rate of 30 percent per annum to the point that an estimated $700 million in public asset-backed securities are now issued in an average business day. In all, total asset-backed issuance matched or exceeded issuance of public investment grade corporate debt in both 1996 and 1997.
 Without question, the asset-backed market is now one of the most significant funding sources for U.S. corporations and is likely to become even more important in the future. This growth has been partially driven by financial and legal innovation and partially driven by regulatory capital requirements on financial institutions. Usage of the asset-backed market has been particularly high among certain financial institutions who often move assets off balance sheet to avoid taking regulatory capital charges.

Financial institutions, however, are not the only users of the securitization market. Industrial firms like Sperry increasingly choose to finance their operations by securitizing receivables. Today, all three major domestic auto companies use the asset-backed market and a number of major retailers and high dollar equipment manufacturers periodically resort to the market as well. 

It is not obvious why an industrial firm would wish to use the asset-backed market in the first place. Modigliani and Miller (1958) assert that capital structure is irrelevant in a world with perfect information and no transaction costs. This irrelevance should also apply to asset-backed securities. A firm should neither create nor destroy value by going to the asset-backed market. Further, a firm should be indifferent between issuing an asset-backed and issuing unsecured debt. 

However, information is not perfect and firms face transactions costs and bankruptcy costs. Perhaps these imperfections motivate certain firms to use the asset-backed market. In fact, there are theoretical arguments that might explain firms' incentive to issue asset-backed securities. In particular, asset securitization may alleviate the agency costs of debt by lowering monitoring costs of controlling asset substitution and under investment problems.

Issuers of asset-backed securities have their own rationales for tapping this market. Dennis Cantwell (1996), CFO of Chrysler Financial Corporation, says that Chrysler resorted to the ABS market in 1990-91 because it could no longer finance car loans in the commercial paper market and was unable to raise long-term debt capital. GMAC executive, R.J. Clout reported that asset-backed issuance provided tax benefits and was an effective means of managing asset growth, increasing the firm's borrowing capacity and achieving perfect asset/liability matching.

In this paper we discuss a variety of motives for issuance of asset-backed securities. We then proceed to characterize industrial firms that have chosen to securitize assets in the 1987-94 period. Our main result is that firms are most likely to issue asset-backed securities when they are financially weak. This is consistent with the view that firms resort to this market when it is difficult to obtain unsecured financing – perhaps due to information asymmetry problems or the agency costs of debt.

We provide an overview of asset securitization in Section 2. Then in Section 3 we review theoretical rationales for asset-backed security issuance. Section 4 describes the data and our empirical approach. We present results in Section 5 and offer concluding remarks in Section 6. 

2.0 Overview of Asset Securitization

To date, asset securitization by non-financial firms has typically involved borrowing against receivables by shifting those receivables to off-balance sheet trust vehicles. Payment flows and default rates on receivables are typically predictable and short-dated, with the result that the quality of these assets is typically transparent to investors and rating agencies. As a result, a firm that would normally have difficulty conveying the quality of its assets to borrowers, will often be able to borrow at attractive rates by using its receivables as collateral. While banks have traditionally sourced collateralized loans, firms have increasingly resorted to the public debt markets that arguably have greater lending capacity and lower borrowing rates. 

Asset-backed securities have much in common with traditional secured debt (e.g. equipment trust certificates and mortgage bonds), but differ in some key ways. First, by securitizing, firms permanently move assets off of their balance sheet. And, by limiting recourse of investors to the originating firm’s assets, the firm can set up a legally and financially distinct entity. Second, asset-backed securities are able to accommodate continuous and imperfectly predictable flow of income from a pool of receivables rather than from any specific asset with resulting protection for all claimants involved. In contrast, a typical equipment bond pledges a specific piece of equipment as collateral.

Table 1 portrays a typical asset-backed securitization. This structure is the Dayton-Hudson Credit Card Master Trust of 1995. Dayton-Hudson, the parent company of Target, Marshall Fields, Mervyn’s and Dayton Department Stores, has one of the largest private label credit card operations in the United States with more than 20 million accounts outstanding. The average yield on these credit cards is over 22 percent (or 18.9% after historical delinquencies). The company legally transferred over $2 billion of credit card receivables to Dayton Hudson Receivables Corporation. This provided an amount that was more than sufficient to pay interest and principal on $523 million of securities. The securities were divided into two tranches (A and B). The B tranche was subordinated to A but still rated AAA by Standard and Poors because of the excess collateral in the trust. Originally, Dayton retained the B tranche and marketed the A tranche to investors. Investors were assured of a very high likelihood of repayment and thus were willing to accept an interest rate of 6.1% on the A tranche. This represented a borrowing cost of less than 40 basis points over equivalent treasuries. In contrast, Dayton’s borrowing cost in the unsecured debt market at the time of issue was close to 80 basis points over Treasury.

3.0
Explanations for Asset-Backed Securities Issuance

There are a number of reasons why a firm such as Dayton-Hudson might choose to raise capital in the form of asset-backed securities than by issuance of public unsecured debt. In this section, we review various factors that might motivate firms to issue asset backed securities. These explanations are categorized as follows: 1) avoidance of under investment costs; 2) avoidance of asset substitution costs; 3) avoidance of financing costs due to asymmetric information and 4) expropriation of claim holders.

3.1     Avoidance of Asset Substitution 

Risky debt may induce conflicts of interest between bondholders and shareholders and lead to suboptimal investment decisions. One of the agency costs of risky debt is Jensen and Meckling's (1976) asset substitution problem. Another is Myers' (1977) under investment problem. Stulz and Johnson (1985) suggest that the agency costs of debt including monitoring costs and under investment and asset substitution problems may be lower for secured debt than for unsecured debt. James (1988) shows that asset securitization is similar to secured debt. There are several reasons why the agency costs associated with securitized debt might be lower than those arising with unsecured debt. First, securitized debt will not require restrictive bond covenants and may be easier to negotiate because the claims are not subject to asset substitution. Second, securitized debt holders do not capture gains from the firm's future investments. Therefore, there is no under investment problem associated with securitized debt. Third, since payment on securitized debt comes from the assets backing the debt and not the issuer, these debt holders will require less information about the issuing firm than unsecured debt holders require. These factors should lower the costs of asset-backed debt vs. unsecured debt. If this is the motivation for issuing asset-backed debt, firms with high agency costs of debt should be most likely to issue asset-backed securities. In addition, since agency costs of debt are an increasing function of leverage, firms that have high financial leverage and/or firms in financial distress should be more likely to issued asset-backed debt. 

3.2     Avoidance of Underinvestment

Asset securitization may be a means of alleviating Myers' (1977) underinvestment problem. Stulz and Johnson (1985) show that secured debt can be used to increase firm value and that existing bondholders can be made better off if the firm is able to undertake a new project by issuing secured debt. Berkovitch and Kim (1990) and James (1988) also find that secured debt can alleviate the under investment problem. Under investment is more likely to be a problem for firms with weak growth opportunities or very low probability of financial distress. Therefore, if avoidance of underinvestment is a motivating factor behind asset-backed security issuance, firms in financial distress and/or firms with weak growth opportunities are more likely to issue. In addition, since issuing securities allows them to undertake positive NPV investments, these firms should have an improvement in financial performance.  

3.3
Asymmetric Information

Myers and Majluf (1984) propose a pecking order of corporate finance. In their model managers know more about the value of the firm than potential investors and managers act to maximize the value of existing shareholders. Rational potential investors will therefore discount the value of any security issue. As a result, when undertaking valuable investment projects, managers will prefer to use internal funds and if a security must be issued the firm will choose the safest claim. Secured debt may be safer than unsecured debt because there is less information asymmetry regarding the value of the collateral securing the debt than there is regarding the value of the firm. If this is the case, firms that face severe information asymmetry problems are more likely to issue secured debt. 

3.4      Expropriation of Claimholders

Thus far we have argued that asset securitization can be used to solve information and agency problems due to capital market imperfections. It is also possible that firms may use securitization as a way of expropriating existing bondholders or shareholders. 

Stulz and Johnson (1985) assert that in order for secured debt to improve value for bondholders and shareholders it must be accompanied by a positive change in investment policy. This change in investment policy may not occur if existing bond covenants do not restrict the firm's use of proceeds from a securitized issue. In this case, secured or securitized debt may help the firm engage in asset substitution or claims dilution. For example, the firm may securitize relatively low risk existing assets and use the cash proceeds to invest in riskier activities. Firms could use the cash proceeds to undertake negative net present value investments or they could pay the cash out to shareholders. If this motivates asset-backed issuers, then the issues should be associated with reductions in existing bondholder wealth and increases in shareholder wealth. Since the asset substitution incentive increases with leverage and financial distress, firms with high leverage and/or firms in financial distress would be more likely to issue these securities. 

Asset-backed issues could also be used to expropriate wealth from shareholders if the proceeds are invested in negative net present value investments. Management, for example, may be able to avoid the disciplinary effects of poor performance by monetizing valuable assets on a firm’s balance sheet. Lang, Poulsen and Stulz (1995) argue that asset sales may allow non value-maximizing managers to pursue poor projects by creating liquidity for investment. Asset securitizations can be viewed in a similar vein. Asset-backed proceeds can be reinvested in poor projects. Alternatively, the proceeds from the sale of asset-backed debt can be used to retire existing debt thereby lowering the firm's future payouts and the likelihood that the manager will have to face the discipline of the capital markets. In addition firms that issue asset-backed debt may face less discipline from capital markets than firms that issue unsecured debt if asset-backed deals involve less monitoring by capital markets. If this motivates issuers, then shareholders of firms that securitize would experience wealth losses.
 Firms that generate large cash flows but have low growth opportunities face the greatest pressure to invest in unprofitable projects, therefore we would expect the issuing firms to have these characteristics.

4.0 Data and Empirical Methods

4.1
Dataset

We obtained a list of all public asset-backed securitizations by U.S. based companies between 1985 and 1995 from Asset-Backed Alert, an industry newsletter. Asset-Backed Alert maintains a database that lists issuers, issue amount, pricing date, servicer and type of credit enhancement, if any. This database does not contain all instances where firms shift receivables and other assets off balance sheet insofar as this sometimes happens through arrangements with finance companies, private placements of asset-backed securities and through the factoring industry. We obtained financial information on firms in the sample from the Compustat II Industrial tapes (including the research tape).

4.2 Sample Selection

A review of the Asset-Backed Alert list of issuing firms showed that most non-financial issuance was confined to industries where firms generated high dollar volume of relatively uniform receivables. We chose to confine our analysis of the determinants of securitization to these industries because we are not able to independently determine the potential for securitization of receivables in other industries where very few securitizations have taken place. Thus we excluded a securitization by Firestone (tires) and one by Union Carbide (chemicals). We also excluded securitizations that took place in 1985 and 1986 because the securitization business was then in its infancy and firms that theoretically should have used the market may not have because of lack of familiarity with it.

The five industries examined in this study are airlines; automobiles; mainframes and microcomputers; retail; and tractors, trucks and heavy equipment. In each of these industries, firms typically generate high volume of receivables due to installment sales, lease contracts, plain vanilla loans or credit card sales. 

It has been quite rare for a firm to resort to the public debt markets for a securitization of less than $100 million.
 To meet our goal of comparing firms that used the asset-backed market to a similar group of firms that did not use the market, we chose to confine our analysis to firms in the above five industries with at least $100 million in assets at some point in the 1987-94 period. We think that there is a reasonable likelihood that many if not all of the firms in our sample that did not securitize in a given period, probably could have if they chose to.  The size cut-off left us with a list of the larger players in each of the above industries. So, for example, in our analysis of securitization in mainframes and minicomputers, we included Amdahl, Apollo, Cray, Data General, Digital Equipment, Hewlett-Packard, IBM, NCR, Silicon Graphics, Sun Microsystems, Tandem and Unisys. But we excluded smaller niche players such as Floating Point Systems, Kendall Square Research and Teradata.

Table 2 lists the 41 firms that were included in our sample for at least one year in the 1987-94 period. In the table we note the total volume of securitization in the period plus the years when securitizations took place. The largest securitizer in the sample was Chrysler Corporation with more than $40 billion in asset-backed securities issuance. Ford and General Motors were the next largest securitizers, followed by Sears, Deere and IBM.

4.3 Sample Description

Table 3 reports the number and mean value of asset-backed securities by our sample firms. As Table 3 reports, the average number of asset-backed securities increased over time. The value of transactions increased substantially over time as well. In part this reflects the heavy use of the ABS market by automobile companies in the 1989-93 period. As noted earlier, Chrysler lost access to its normal funding sources after being downgraded to B+ in the early 1992. The only way for it to continue funding car loans was to securitize those loans. As a result, the volume of ABS issuance rose dramatically in 1992 and 1993.


Table 4 characterizes our sample of 41 firms. Median asset size was over $5 billion, reflecting our deliberate choice of larger firms. The average firm in the sample had a ratio of earnings before interest, taxes, depreciation and amortization (EBITDA) to assets of roughly 12 percent. This is similar to the average on Compustat for firms in the S&P 500. Median EBITDA coverage of interest was 4.39. Using S&P ratings criteria this suggests the average firm in the sample had a rating of approximately mid-BBB.
 We define net debt as the book value of long-term and short-term debt less cash and marketable securities. The median ratio of net debt to assets for firms in our sample was 20.1 percent. This is in line with the median for firms in the S&P 500. Firms in the sample typically had a high volume of receivables. The median receivables-to-assets ratio was 24.7 percent. Given that the median asset size was $5.3 billion, this indicates that the median firm had roughly one billion in receivables.

5.0 Patterns of Asset Securitization 

Table 5 reports selected statistics for various firm characteristics in years when they securitized and for firm-years where no securitization took place. We also report t-statistics and Wilcoxon signed-rank tests of whether there was a difference in central tendency for the variables across subsamples. 


We hypothesize that there are economies of scale in asset securitization due the substantial fixed legal and banking costs of setting up trust conduits for securitization programs and registering with the SEC. We therefore expect that firms that have already set up trust conduits are likely to continue to use them even after reasons for originally securitizing go away. Moreover, we expect that larger firms are more likely to securitize because they can amortize the fixed costs of an ABS issue over more receivables. Consistent with this conjecture, we find that firms that securitize are significantly larger than other firms in our sample. Moreover, the ratio of receivables to assets of firms that securitize is significantly higher than that of firms that chose not to securitize.


We have also hypothesized that firms will be more motivated to securitize assets when the costs of unsecured borrowing are abnormally high due to problems of asymmetric information and potentially the agency costs of debt. While it is difficult to explicitly measure the extent of information asymmetry we do know that problems of information asymmetry are likely to most important in capital raising activities for firms that have significant credit risk (low interest coverage) and that are not performing well (EBITDA/Assets and Market-to-book). Consistent with this view, we find that firms that securitized in the 1987-94 period had significantly lower EBITDA coverage of interest expense than firms that did not securitize. The median EBITDA/interest coverage ratio for securitizers was 2.48 (corresponding to a S&P B+ rating) whereas the median EBITDA/interest ratio for non-securitizers was 5.12 (ccrresponding to a S&P BBB+ rating).
 Firms with a B+ rating typically face difficulty raising unsecured debt capital in quantity whereas firms with BBB+ ratings normally have little difficulty raising inexpensive unsecured debt in quantity. It appears that financial condition is a critical motivator of firm’s decision to securitize. The differences in profitability and market-to-book between securitizers and non-securitizers is consistent with this conclusion. The market-to-book ratio of securitizers, on average, is one third that of non-securitizers. This suggests that these firms are thought to have poor growth prospects by investors and thus would not be easily able to raise funds by issuing non-secured claims.


In Table 6 we further explore the determinants of securitization choice by presenting the results of panel logit regressions. These logits predict whether a firm issued asset-backed securities in a given year or not based on a host of characteristics. Because a number of the independent variables are highly correlated, we have chosen to present a series of logits that include alternately include the most collinear variables variables (i.e. profitability, market-to-book and interest coverage). We also report logits alternately including a lagged depending variable. The lagged dependent variable allows us to test the idea that there is persistence in securitization behavior. We expect to find that firms that have already incurred the legal and administrative expense of setting up a securitization conduit, will continue to use the conduits.


The results in Table 6 strongly support the idea that there is persistence in use of securitization. The lagged dependent variable is highly significant and is consistent with the view that firms with securitization programs continue to use them. Firm size, measured as log of assets, is also strongly and positively related to the incidence of securitization. This is consistent with the idea that there are economies of scale that encourage use of the securitization market.


We include a number of variables that measure a firm’s financial condition including EBITDA/Assets, EBITDA/Interest expense and market-to-book. We find that each variable is a statistically significant predictor of the incidence of securitization in the hypothesized direction. That is, firms with low profitability, tight interest coverage and low market-to-book ratios are most likely to securitize. This finding is consistent with the view that firms securitize in order to avoid frictions of issuing unsecured debt from a weak financial position. At the same time, we would note that we cannot exclude the possibility that firms securitize with an eye towards reinvesting proceeds in negative NPV projects (e.g. continuation of non-viable firms). We hope to better test this hypothesis in future versions of the paper.

6.0 Discussion and Conclusion

The asset-backed securities market has become a major funding source for non-financial corporations in the retailing, computing and automotive sectors. In this paper we have presented cross-sectional evidence about which firms in these sectors securitize with an eye towards identifying the fundamental benefits of asset securitization, if any.


Our results point to two important determinants of asset securitization behavior. One determinant is scale. Larger firms with a concentration of receivables are most likely to use the securitization market. Moreover, firms that begin asset securitization programs are likely to keep using them over time. These observations are consistent with the view that there are economies of scale in entering using asset-backed securities market. Another determinant is a firm’s financial condition. We find that firms that securitize assets tend to have considerably weaker credit quality than other firms. This is because these firms are both more leveraged and less profitable than their industry counterparts. This result is consistent with the view that firms securitize in order to avoid frictions of issuing unsecured debt from a weak financial position. These frictions could arise from agency problems of debt or asymmetric information between parties in the financial contracting process. At the same time, we would note that we cannot exclude the possibility that firms securitize with an eye towards reinvesting proceeds in negative NPV projects (e.g. continuation of non-viable firms). We hope to better test this hypothesis in future versions of the paper.
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Table 1. Structure of a typical asset-backed security transaction. This structure was issued by Dayton-Hudson, a major retailer, in 1995. The company borrowed $523 million through a trust structure that receives private-label credit card receivables. The trust issued two securities (A and B tranche) that were backed by over $2 billion in receivables. Dayton-Hudson was legally unable to divert credit card receivables from the trust. In addition, because the company pledged excess collateral to the A tranche, the major rating agencies awarded their highest credit ratings to the asset-backed securities. This allowed Dayton-Hudson to obtain a borrowing rate of 35 basis points over equivalent Treasury securities.


[image: image1.wmf]Dayton Hudson Credit Card Master Trust, Series 1995-1

Expected Maturity

: 2/25/2002

Issue Date

: 9/13/95

Structure

: Senior/Subordinated, sequential pay

Seller

: Dayton Hudson Receivables Corporation

Cards

: Private label cards for Mervyn's, Target and Dayton's Department Store

Servicer

: Retailers National Bank

Underwriter

: First Boston Corporation

Tranche

Face Value

Coupon

Ave. Life

Rating

Description

Placement

A

$400 million

6.10%

3 Years

AAA

Senior

Public

B

$123 million

0.00%

3 Years

AAA

Subordinated

Private

Collateral Information

 Yield on portfolio

22.52%

 Historical yield after delinquencies

18.90%

 Number of accounts

22,796,667

       

 

 Overcollateralization of A Tranche

23.50%

 Largest geographic concentration

California (24.9%)


Table 2. Listing of 41 sample firms, their industry group and their total asset securitization volume in the 1987-1994 period. Also noted is whether each firm issued an asset-backed in a given year, denoted by Yes. N/A means that the firm did not exist at the time. 
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Industry Group

Total ($mil)

87

88

89

90

91

92

93

94

Amdahl

Mainframes & Microcomputers

0

No

No

No

No

No

No

No

No

AMR Corp

Airlines

88

Yes

Yes

No

No

No

No

No

No

Apollo Computer

Mainframes & Microcomputers

0

No

No

N/A

N/A

N/A

N/A

N/A

N/A

Broadway Stores

Retail

0

N/A

No

No

No

No

No

No

No

Carson Pirie Scott

Retail

0

N/A

N/A

N/A

N/A

N/A

No

No

No

Tenneco / Case Corp

Tractors, Trucks & Heavy Equipment

550

N/A

N/A

N/A

N/A

N/A

Yes

No

No

Caterpillar

Tractors, Trucks & Heavy Equipment

240

No

No

No

No

No

No

No

Yes

Chrysler

Automobiles

40,864

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Circuit City Stores

Retail

344

No

No

No

No

No

No

No

Yes

Clark Equipment

Tractors, Trucks & Heavy Equipment

0

No

No

No

No

No

No

No

No

Cray Research

Mainframes & Microcomputers

0

No

No

No

No

No

No

No

No

Data General

Mainframes & Microcomputers

0

No

No

No

No

No

No

No

No

Dayton Hudson

Retail

0

No

No

No

No

No

No

No

No

Deere

Tractors, Trucks & Heavy Equipment

2,200

No

No

No

No

No

Yes

Yes

Yes

Delta Air Lines

Airlines

0

No

No

No

No

No

No

No

No

Digital Equipment Corp.

Mainframes & Microcomputers

0

No

No

No

No

No

No

No

No

Dillard Department Stores

Retail

0

No

No

No

No

No

No

No

No

Eastern Air Lines

Airlines

0

No

No

No

No

N/A

N/A

N/A

N/A

Federated Department Stores

Retail

1,091

No

No

No

No

No

Yes

No

No

Ford Motor

Automobiles

17,818

No

No

Yes

Yes

Yes

Yes

Yes

Yes

General Motors

Automobiles

29,786

Yes

No

No

Yes

Yes

Yes

Yes

Yes

Hewlett-Packard

Mainframes & Microcomputers

0

No

No

No

No

No

No

No

No

IBM

Mainframes & Microcomputers

1,903

No

No

No

Yes

Yes

No

Yes

Yes

Limited

Retail

0

No

No

No

No

No

No

No

No

Mack Trucks

Tractors, Trucks & Heavy Equipment

479

Yes

Yes

Yes

N/A

N/A

N/A

N/A

N/A

Macy (R.H.)

Retail

200

No

No

Yes

No

No

No

No

No

May Department Stores

Retail

0

No

No

No

No

No

No

No

No

Mercantiles Stores

Retail

0

No

No

No

No

No

No

No

No

Navistar International

Tractors, Trucks & Heavy Equipment

1,445

No

No

No

Yes

No

No

Yes

Yes

NCR

Mainframes & Microcomputers

0

No

No

No

No

N/A

N/A

N/A

N/A

Neiman-Marcus Stores

Retail

0

N/A

No

No

No

No

No

No

No

Paccar

Tractors, Trucks & Heavy Equipment

0

No

No

No

No

No

No

No

No

Penney (JC)

Retail

1,400

No

Yes

Yes

Yes

No

No

No

No

Sears Roebuck

Retail

12,976

No

Yes

Yes

Yes

Yes

Yes

No

Yes

Silicon Graphics

Mainframes & Microcomputers

0

No

No

No

No

No

No

No

No

Sun Microsystems

Mainframes & Microcomputers

0

No

No

No

No

No

No

No

No

Tandem Computers

Mainframes & Microcomputers

0

No

No

No

No

No

No

No

No

Tandy 

Retail

450

No

No

No

No

Yes

No

No

No

Unisys

Mainframes & Microcomputers

125

No

No

No

No

No

No

Yes

No

United Air Lines

Airlines

0

N/A

No

No

No

No

No

No

No

USAIR Group

Airlines

245

No

No

Yes

No

No

No

No

No


Table 3.  Distribution of securitizations by sample firms over time. This table reports the total number of securitizations by 41 industrial firms in the 1987-94 period. In addition, the average par value of the securitizations by year is reported.
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1987

11

378

1988

9

322

1989

14

630

1990

26

563

1991

26

662

1992

27

893

1993

23

1046

1994

24

758


Table 4. Summary of key variables used to describe the sample of 41 industrial firms in the 1987-94 period. The dependent variable equals one if the firm issued an asset-backed security in a given year. EBITDA is defined as the earnings before interest, taxes, depreciation and amortization. Market-to-book is defined as the sum of the market value of equity and the book value of debt divided by the book value of assets.


[image: image4.wmf]Panel A: Summary Statistics

 

 

 

 

Standard

 

Variable

Mean

Q1

Median

Q3

Deviation

N

Total Assets ($ mil)

19,381

1,779

5,257

11,697

41,005

301

Log of Assets

8.62

7.48

8.57

9.37

1.48

301

EBITDA/Assets

12.2%

7.4%

11.8%

16.3%

7.2%

301

EBITDA/Interest 

8.76

1.95

4.39

11.69

12.1

298

Net Debt/Assets

19.7%

4.2%

20.1%

35.0%

22.5%

301

Receivables/Assets

25.4%

14.6%

24.7%

30.0%

16.0%

297

Market-to-Book

73.1%

28.6%

54.9%

95.4%

62.3%

283

Panel B: Correlation Matrix
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Table 5. Comparison of the characteristics of firms that issued asset backed securities in a given year to firms that did not issue. The sample consists of a panel of 41 industrial firms in the 1987-94 period. EBITDA is defined as the earnings before interest, taxes, depreciation and amortization. Market-to-book is defined as the sum of the market value of equity and the book value of debt divided by the book value of assets.


[image: image5.wmf]Did

Did Not

Test of difference

Variable

Securitize

Securitize

p-value

Log of Assets

 

 

 

  Mean

10.3

8.27

 < 1%

  Median

10.7

8.3

 < 1%

  N

52

249

EBITDA/Assets

  Mean

9.1%

12.8%

 < 1%

  Median

9.1%

12.8%

 < 1%

  N

52

249

EBITDA/Interest Expense

  Mean

3.53

           

 

9.87

          

 

 < 1%

  Median

2.48

           

 

5.12

          

 

 < 1%

  N

52

246

Net Debt/Assets

  Mean

31.8%

17.2%

 < 1%

  Median

30.2%

17.3%

 < 1%

  N

52

249

Market-to-Book

  Mean

29.4%

82.7%

 < 1%

  Median

21.8%

64.4%

 < 1%

  N

51

232

Receivables/Assets

  Mean

36.5%

23.0%

 < 1%

  Median

30.8%

23.3%

 < 1%

  N

52

249


Table 6.  Logit panel regressions predicting the incidence of asset securitization by 41 industrial firms in the 1987-94 period. The dependent variable equals one if the firm issued an asset-backed security in a given year. EBITDA is defined as the earnings before interest, taxes, depreciation and amortization. Market-to-book is defined as the sum of the market value of equity and the book value of debt divided by the book value of assets.
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� See Anderson and Cummings (1997) for further details.


� Discussions of the motives and methods of securitization & loan sales on the part of financial institutions appear in Benveniste and Berger (1987), Borgman and Flannery (1997), Chatterjea, Jarrow and Neal (1997), Pennachi (1988) and Stanton (1997). 


� See Zweig (1989).


� Lockwood, Rutherford and Herrera (1996) examined the change in shareholder wealth for 294 public offerings of securitized assets in the 1985-92 period. They found that industrial issuers did not experience an appreciable gain or loss in shareholder wealth in the announcement period of these issues. Banks, on the other hand, experienced wealth losses in the securitization announcement period.


� The median securitization on the Asset-Backed Alert list was for $525 million in assets. And ninety-five percent of the transactions were for more than $120 million in assets.


� This is meant to be a rough estimate since other factors including stage of the business cycle, amount of lease payments and firm size also influence the ratings process.


� These criteria are based upon those given the June 1997 Standard and Poors Global Sector Review.
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_941268344.xls
t1 typical

		

		Dayton Hudson Credit Card Master Trust, Series 1995-1

		Tranche		Face Value		Coupon		Ave. Life		Rating		Description		Placement

		A		$400 million		6.10%		3 Years		AAA		Senior		Public

		B		$123 million		0.00%		3 Years		AAA		Subordinated		Private

		Collateral Information

		Yield on portfolio						22.52%

		Historical yield after delinquencies						18.90%

		Number of accounts						22,796,667

		Overcollateralization of A Tranche						23.50%

		Largest geographic concentration						California (24.9%)





t2 issuers

		Firm		Industry Group		Total ($mil)		87		88		89		90		91		92		93		94

		Amdahl		Mainframes & Microcomputers		0		No		No		No		No		No		No		No		No

		AMR Corp		Airlines		88		Yes		Yes		No		No		No		No		No		No

		Apollo Computer		Mainframes & Microcomputers		0		No		No		N/A		N/A		N/A		N/A		N/A		N/A

		Broadway Stores		Retail		0		N/A		No		No		No		No		No		No		No

		Carson Pirie Scott		Retail		0		N/A		N/A		N/A		N/A		N/A		No		No		No

		Tenneco / Case Corp		Tractors, Trucks & Heavy Equipment		550		N/A		N/A		N/A		N/A		N/A		Yes		No		No

		Caterpillar		Tractors, Trucks & Heavy Equipment		240		No		No		No		No		No		No		No		Yes

		Chrysler		Automobiles		40,864		Yes		Yes		Yes		Yes		Yes		Yes		Yes		Yes

		Circuit City Stores		Retail		344		No		No		No		No		No		No		No		Yes

		Clark Equipment		Tractors, Trucks & Heavy Equipment		0		No		No		No		No		No		No		No		No

		Cray Research		Mainframes & Microcomputers		0		No		No		No		No		No		No		No		No

		Data General		Mainframes & Microcomputers		0		No		No		No		No		No		No		No		No

		Dayton Hudson		Retail		0		No		No		No		No		No		No		No		No

		Deere		Tractors, Trucks & Heavy Equipment		2,200		No		No		No		No		No		Yes		Yes		Yes

		Delta Air Lines		Airlines		0		No		No		No		No		No		No		No		No

		Digital Equipment Corp.		Mainframes & Microcomputers		0		No		No		No		No		No		No		No		No

		Dillard Department Stores		Retail		0		No		No		No		No		No		No		No		No

		Eastern Air Lines		Airlines		0		No		No		No		No		N/A		N/A		N/A		N/A

		Federated Department Stores		Retail		1,091		No		No		No		No		No		Yes		No		No

		Ford Motor		Automobiles		17,818		No		No		Yes		Yes		Yes		Yes		Yes		Yes

		General Motors		Automobiles		29,786		Yes		No		No		Yes		Yes		Yes		Yes		Yes

		Hewlett-Packard		Mainframes & Microcomputers		0		No		No		No		No		No		No		No		No

		IBM		Mainframes & Microcomputers		1,903		No		No		No		Yes		Yes		No		Yes		Yes

		Limited		Retail		0		No		No		No		No		No		No		No		No

		Mack Trucks		Tractors, Trucks & Heavy Equipment		479		Yes		Yes		Yes		N/A		N/A		N/A		N/A		N/A

		Macy (R.H.)		Retail		200		No		No		Yes		No		No		No		No		No

		May Department Stores		Retail		0		No		No		No		No		No		No		No		No

		Mercantiles Stores		Retail		0		No		No		No		No		No		No		No		No

		Navistar International		Tractors, Trucks & Heavy Equipment		1,445		No		No		No		Yes		No		No		Yes		Yes

		NCR		Mainframes & Microcomputers		0		No		No		No		No		N/A		N/A		N/A		N/A

		Neiman-Marcus Stores		Retail		0		N/A		No		No		No		No		No		No		No

		Paccar		Tractors, Trucks & Heavy Equipment		0		No		No		No		No		No		No		No		No

		Penney (JC)		Retail		1,400		No		Yes		Yes		Yes		No		No		No		No

		Sears Roebuck		Retail		12,976		No		Yes		Yes		Yes		Yes		Yes		No		Yes

		Silicon Graphics		Mainframes & Microcomputers		0		No		No		No		No		No		No		No		No

		Sun Microsystems		Mainframes & Microcomputers		0		No		No		No		No		No		No		No		No

		Tandem Computers		Mainframes & Microcomputers		0		No		No		No		No		No		No		No		No

		Tandy		Retail		450		No		No		No		No		Yes		No		No		No

		Unisys		Mainframes & Microcomputers		125		No		No		No		No		No		No		Yes		No

		United Air Lines		Airlines		0		N/A		No		No		No		No		No		No		No

		USAIR Group		Airlines		245		No		No		Yes		No		No		No		No		No





t3 volbyyear

				Number		Average Size

		Year		in sample		($ millions)

		1987		11		378

		1988		9		322

		1989		14		630

		1990		26		563

		1991		26		662

		1992		27		893

		1993		23		1046

		1994		24		758





t4 descriptive

		Panel A: Summary Statistics

												Standard

		Variable		Mean		Q1		Median		Q3		Deviation		N

		Total Assets ($ mil)		19,381		1,779		5,257		11,697		41,005		301

		Log of Assets		8.62		7.48		8.57		9.37		1.48		301

		EBITDA/Assets		12.2%		7.4%		11.8%		16.3%		7.2%		301

		EBITDA/Interest Expense		8.76		1.95		4.39		11.69		12.1		298

		Net Debt/Assets		19.7%		20.1%		4.2%		35.0%		22.5%		301

		Receivables/Assets		25.4%		14.6%		24.7%		30.0%		16.0%		297

		Market-to-Book		73.1%		28.6%		54.9%		95.4%		62.3%		283

		Panel B: Correlation Matrix

				Log of		EBITDA /		EBITDA /		Net Debt /		Receivables /		Market-to-

		Variable		Assets		Assets		Interest		Assets		Assets		Book

		Log of Assets		1.00

		EBITDA/Assets		-0.27		1.00

		EBITDA/Interest Expense		-0.28		0.56		1.00

		Net Debt/Assets		0.44		-0.35		-0.62		1.00

		Receivables/Assets		0.29		-0.12		-0.11		0.26		1.00

		Market-to-Book		-0.39		0.66		0.58		-0.50		-0.22		1.00





t5 univariate

				Did		Did Not		Test of difference

		Variable		Securitize		Securitize		p-value

		Log of Assets

		Mean		10.3		8.27		< 1%

		Median		10.7		8.3		< 1%

		N		52		249

		EBITDA/Assets

		Mean		9.1%		12.8%		< 1%

		Median		9.1%		12.8%		< 1%

		N		52		249

		EBITDA/Interest Expense

		Mean		3.53		9.87		< 1%

		Median		2.48		5.12		< 1%

		N		52		246

		Net Debt/Assets

		Mean		31.8%		17.2%		< 1%

		Median		30.2%		17.3%		< 1%

		N		52		249

		Market-to-Book

		Mean		29.4%		82.7%		< 1%

		Median		21.8%		64.4%		< 1%

		N		51		232

		Receivables/Assets

		Mean		23.0%		36.5%		< 1%

		Median		23.3%		30.8%		< 1%

		N		52		249





t6 logits

		

		Variable		I		II		III		IV		V		VI

		Constant		-10.1		-8.62		-7.98		-7.83		-10.1		-8.44

				[0.01]		[0.01]		[0.01]		[0.01]		[0.01]		[0.01]

		Lagged Dependent Variable		---		2.21		---		2.18		---		2.16

						[0.01]				[0.01]				[0.01]

		Log of Assets		0.93		0.70		0.76		0.65		0.90		0.66

				[0.01]		[0.01]		[0.01]		[0.01]		[0.01]		[0.01]

		EBITDA/Assets		-7.36		-5.57		---		---		---		---

				[0.02]		[0.10]

		Market-to-Book		---		---		-2.49		-1.46		---		---

								[0.01]		[0.01]

		EBITDA/Interest		---		---		---		---		-0.093		-0.071

												[0.03]		[0.11]

		Receivables/Assets		2.86		2.50		2.26		1.98		2.74		2.43

				[0.01]		[0.02]		[0.04]		[0.16]		[0.01]		[0.03]

		Number that did not securitize		245		245		232		232		242		245

		Number that did securitize		52		52		51		51		52		52

				0.01		0.01		0.01		0.01		0.01		0.01

		Percent correctly classified		89.2%		90.2%		89.1%		88.6%		89.1%		89.5%

				0.34		0.42		0.38		0.46		0.35		0.42






_941271986.xls
t1 typical

		

		Dayton Hudson Credit Card Master Trust, Series 1995-1

		Tranche		Face Value		Coupon		Ave. Life		Rating		Description		Placement

		A		$400 million		6.10%		3 Years		AAA		Senior		Public

		B		$123 million		0.00%		3 Years		AAA		Subordinated		Private

		Collateral Information

		Yield on portfolio						22.52%

		Historical yield after delinquencies						18.90%

		Number of accounts						22,796,667

		Overcollateralization of A Tranche						23.50%

		Largest geographic concentration						California (24.9%)





t2 issuers

		Firm		Industry Group		Total ($mil)		87		88		89		90		91		92		93		94

		Amdahl		Mainframes & Microcomputers		0		No		No		No		No		No		No		No		No

		AMR Corp		Airlines		88		Yes		Yes		No		No		No		No		No		No

		Apollo Computer		Mainframes & Microcomputers		0		No		No		N/A		N/A		N/A		N/A		N/A		N/A

		Broadway Stores		Retail		0		N/A		No		No		No		No		No		No		No

		Carson Pirie Scott		Retail		0		N/A		N/A		N/A		N/A		N/A		No		No		No

		Tenneco / Case Corp		Tractors, Trucks & Heavy Equipment		550		N/A		N/A		N/A		N/A		N/A		Yes		No		No

		Caterpillar		Tractors, Trucks & Heavy Equipment		240		No		No		No		No		No		No		No		Yes

		Chrysler		Automobiles		40,864		Yes		Yes		Yes		Yes		Yes		Yes		Yes		Yes

		Circuit City Stores		Retail		344		No		No		No		No		No		No		No		Yes

		Clark Equipment		Tractors, Trucks & Heavy Equipment		0		No		No		No		No		No		No		No		No

		Cray Research		Mainframes & Microcomputers		0		No		No		No		No		No		No		No		No

		Data General		Mainframes & Microcomputers		0		No		No		No		No		No		No		No		No

		Dayton Hudson		Retail		0		No		No		No		No		No		No		No		No

		Deere		Tractors, Trucks & Heavy Equipment		2,200		No		No		No		No		No		Yes		Yes		Yes

		Delta Air Lines		Airlines		0		No		No		No		No		No		No		No		No

		Digital Equipment Corp.		Mainframes & Microcomputers		0		No		No		No		No		No		No		No		No

		Dillard Department Stores		Retail		0		No		No		No		No		No		No		No		No

		Eastern Air Lines		Airlines		0		No		No		No		No		N/A		N/A		N/A		N/A

		Federated Department Stores		Retail		1,091		No		No		No		No		No		Yes		No		No

		Ford Motor		Automobiles		17,818		No		No		Yes		Yes		Yes		Yes		Yes		Yes

		General Motors		Automobiles		29,786		Yes		No		No		Yes		Yes		Yes		Yes		Yes

		Hewlett-Packard		Mainframes & Microcomputers		0		No		No		No		No		No		No		No		No

		IBM		Mainframes & Microcomputers		1,903		No		No		No		Yes		Yes		No		Yes		Yes

		Limited		Retail		0		No		No		No		No		No		No		No		No

		Mack Trucks		Tractors, Trucks & Heavy Equipment		479		Yes		Yes		Yes		N/A		N/A		N/A		N/A		N/A

		Macy (R.H.)		Retail		200		No		No		Yes		No		No		No		No		No

		May Department Stores		Retail		0		No		No		No		No		No		No		No		No

		Mercantiles Stores		Retail		0		No		No		No		No		No		No		No		No

		Navistar International		Tractors, Trucks & Heavy Equipment		1,445		No		No		No		Yes		No		No		Yes		Yes

		NCR		Mainframes & Microcomputers		0		No		No		No		No		N/A		N/A		N/A		N/A

		Neiman-Marcus Stores		Retail		0		N/A		No		No		No		No		No		No		No

		Paccar		Tractors, Trucks & Heavy Equipment		0		No		No		No		No		No		No		No		No

		Penney (JC)		Retail		1,400		No		Yes		Yes		Yes		No		No		No		No

		Sears Roebuck		Retail		12,976		No		Yes		Yes		Yes		Yes		Yes		No		Yes

		Silicon Graphics		Mainframes & Microcomputers		0		No		No		No		No		No		No		No		No

		Sun Microsystems		Mainframes & Microcomputers		0		No		No		No		No		No		No		No		No

		Tandem Computers		Mainframes & Microcomputers		0		No		No		No		No		No		No		No		No

		Tandy		Retail		450		No		No		No		No		Yes		No		No		No

		Unisys		Mainframes & Microcomputers		125		No		No		No		No		No		No		Yes		No

		United Air Lines		Airlines		0		N/A		No		No		No		No		No		No		No

		USAIR Group		Airlines		245		No		No		Yes		No		No		No		No		No





t3 volbyyear

				Number		Average Size

		Year		in sample		($ millions)

		1987		11		378

		1988		9		322

		1989		14		630

		1990		26		563

		1991		26		662

		1992		27		893

		1993		23		1046

		1994		24		758





t4 descriptive

		Panel A: Summary Statistics

												Standard

		Variable		Mean		Q1		Median		Q3		Deviation		N

		Total Assets ($ mil)		19,381		1,779		5,257		11,697		41,005		301

		Log of Assets		8.62		7.48		8.57		9.37		1.48		301

		EBITDA/Assets		12.2%		7.4%		11.8%		16.3%		7.2%		301

		EBITDA/Interest		8.76		1.95		4.39		11.69		12.1		298

		Net Debt/Assets		19.7%		4.2%		20.1%		35.0%		22.5%		301

		Receivables/Assets		25.4%		14.6%		24.7%		30.0%		16.0%		297

		Market-to-Book		73.1%		28.6%		54.9%		95.4%		62.3%		283

		Panel B: Correlation Matrix

				Log of		EBITDA /		EBITDA /		Net Debt /		Receivables /		Market-to-

		Variable		Assets		Assets		Interest		Assets		Assets		Book

		Log of Assets		1.00

		EBITDA/Assets		-0.27		1.00

		EBITDA/Interest		-0.28		0.56		1.00

		Net Debt/Assets		0.44		-0.35		-0.62		1.00

		Receivables/Assets		0.29		-0.12		-0.11		0.26		1.00

		Market-to-Book		-0.39		0.66		0.58		-0.50		-0.22		1.00





t5 univariate

				Did		Did Not		Test of difference

		Variable		Securitize		Securitize		p-value

		Log of Assets

		Mean		10.3		8.27		< 1%

		Median		10.7		8.3		< 1%

		N		52		249

		EBITDA/Assets

		Mean		9.1%		12.8%		< 1%

		Median		9.1%		12.8%		< 1%

		N		52		249

		EBITDA/Interest Expense

		Mean		3.53		9.87		< 1%

		Median		2.48		5.12		< 1%

		N		52		246

		Net Debt/Assets

		Mean		31.8%		17.2%		< 1%

		Median		30.2%		17.3%		< 1%

		N		52		249

		Market-to-Book

		Mean		29.4%		82.7%		< 1%

		Median		21.8%		64.4%		< 1%

		N		51		232

		Receivables/Assets

		Mean		23.0%		36.5%		< 1%

		Median		23.3%		30.8%		< 1%

		N		52		249





t6 logits

		

		Variable		I		II		III		IV		V		VI

		Constant		-10.1		-8.62		-7.98		-7.83		-10.1		-8.44

				[0.01]		[0.01]		[0.01]		[0.01]		[0.01]		[0.01]

		Lagged Dependent Variable		---		2.21		---		2.18		---		2.16

						[0.01]				[0.01]				[0.01]

		Log of Assets		0.93		0.70		0.76		0.65		0.90		0.66

				[0.01]		[0.01]		[0.01]		[0.01]		[0.01]		[0.01]

		EBITDA/Assets		-7.36		-5.57		---		---		---		---

				[0.02]		[0.10]

		Market-to-Book		---		---		-2.49		-1.46		---		---

								[0.01]		[0.01]

		EBITDA/Interest		---		---		---		---		-0.093		-0.071

												[0.03]		[0.11]

		Receivables/Assets		2.86		2.50		2.26		1.98		2.74		2.43

				[0.01]		[0.02]		[0.04]		[0.16]		[0.01]		[0.03]

		Number that did not securitize		245		245		232		232		242		245

		Number that did securitize		52		52		51		51		52		52

				0.01		0.01		0.01		0.01		0.01		0.01

		Percent correctly classified		89.2%		90.2%		89.1%		88.6%		89.1%		89.5%

				0.34		0.42		0.38		0.46		0.35		0.42






_941273078.xls
t1 typical

		

		Dayton Hudson Credit Card Master Trust, Series 1995-1

		Tranche		Face Value		Coupon		Ave. Life		Rating		Description		Placement

		A		$400 million		6.10%		3 Years		AAA		Senior		Public

		B		$123 million		0.00%		3 Years		AAA		Subordinated		Private

		Collateral Information

		Yield on portfolio						22.52%

		Historical yield after delinquencies						18.90%

		Number of accounts						22,796,667

		Overcollateralization of A Tranche						23.50%

		Largest geographic concentration						California (24.9%)





t2 issuers

		Firm		Industry Group		Total ($mil)		87		88		89		90		91		92		93		94

		Amdahl		Mainframes & Microcomputers		0		No		No		No		No		No		No		No		No

		AMR Corp		Airlines		88		Yes		Yes		No		No		No		No		No		No

		Apollo Computer		Mainframes & Microcomputers		0		No		No		N/A		N/A		N/A		N/A		N/A		N/A

		Broadway Stores		Retail		0		N/A		No		No		No		No		No		No		No

		Carson Pirie Scott		Retail		0		N/A		N/A		N/A		N/A		N/A		No		No		No

		Tenneco / Case Corp		Tractors, Trucks & Heavy Equipment		550		N/A		N/A		N/A		N/A		N/A		Yes		No		No

		Caterpillar		Tractors, Trucks & Heavy Equipment		240		No		No		No		No		No		No		No		Yes

		Chrysler		Automobiles		40,864		Yes		Yes		Yes		Yes		Yes		Yes		Yes		Yes

		Circuit City Stores		Retail		344		No		No		No		No		No		No		No		Yes

		Clark Equipment		Tractors, Trucks & Heavy Equipment		0		No		No		No		No		No		No		No		No

		Cray Research		Mainframes & Microcomputers		0		No		No		No		No		No		No		No		No

		Data General		Mainframes & Microcomputers		0		No		No		No		No		No		No		No		No

		Dayton Hudson		Retail		0		No		No		No		No		No		No		No		No

		Deere		Tractors, Trucks & Heavy Equipment		2,200		No		No		No		No		No		Yes		Yes		Yes

		Delta Air Lines		Airlines		0		No		No		No		No		No		No		No		No

		Digital Equipment Corp.		Mainframes & Microcomputers		0		No		No		No		No		No		No		No		No

		Dillard Department Stores		Retail		0		No		No		No		No		No		No		No		No

		Eastern Air Lines		Airlines		0		No		No		No		No		N/A		N/A		N/A		N/A

		Federated Department Stores		Retail		1,091		No		No		No		No		No		Yes		No		No

		Ford Motor		Automobiles		17,818		No		No		Yes		Yes		Yes		Yes		Yes		Yes

		General Motors		Automobiles		29,786		Yes		No		No		Yes		Yes		Yes		Yes		Yes

		Hewlett-Packard		Mainframes & Microcomputers		0		No		No		No		No		No		No		No		No

		IBM		Mainframes & Microcomputers		1,903		No		No		No		Yes		Yes		No		Yes		Yes

		Limited		Retail		0		No		No		No		No		No		No		No		No

		Mack Trucks		Tractors, Trucks & Heavy Equipment		479		Yes		Yes		Yes		N/A		N/A		N/A		N/A		N/A

		Macy (R.H.)		Retail		200		No		No		Yes		No		No		No		No		No

		May Department Stores		Retail		0		No		No		No		No		No		No		No		No

		Mercantiles Stores		Retail		0		No		No		No		No		No		No		No		No

		Navistar International		Tractors, Trucks & Heavy Equipment		1,445		No		No		No		Yes		No		No		Yes		Yes

		NCR		Mainframes & Microcomputers		0		No		No		No		No		N/A		N/A		N/A		N/A

		Neiman-Marcus Stores		Retail		0		N/A		No		No		No		No		No		No		No

		Paccar		Tractors, Trucks & Heavy Equipment		0		No		No		No		No		No		No		No		No

		Penney (JC)		Retail		1,400		No		Yes		Yes		Yes		No		No		No		No

		Sears Roebuck		Retail		12,976		No		Yes		Yes		Yes		Yes		Yes		No		Yes

		Silicon Graphics		Mainframes & Microcomputers		0		No		No		No		No		No		No		No		No

		Sun Microsystems		Mainframes & Microcomputers		0		No		No		No		No		No		No		No		No

		Tandem Computers		Mainframes & Microcomputers		0		No		No		No		No		No		No		No		No

		Tandy		Retail		450		No		No		No		No		Yes		No		No		No

		Unisys		Mainframes & Microcomputers		125		No		No		No		No		No		No		Yes		No

		United Air Lines		Airlines		0		N/A		No		No		No		No		No		No		No

		USAIR Group		Airlines		245		No		No		Yes		No		No		No		No		No





t3 volbyyear

				Number		Average Size

		Year		in sample		($ millions)

		1987		11		378

		1988		9		322

		1989		14		630

		1990		26		563

		1991		26		662

		1992		27		893

		1993		23		1046

		1994		24		758





t4 descriptive

		Panel A: Summary Statistics

												Standard

		Variable		Mean		Q1		Median		Q3		Deviation		N

		Total Assets ($ mil)		19,381		1,779		5,257		11,697		41,005		301

		Log of Assets		8.62		7.48		8.57		9.37		1.48		301

		EBITDA/Assets		12.2%		7.4%		11.8%		16.3%		7.2%		301

		EBITDA/Interest		8.76		1.95		4.39		11.69		12.1		298

		Net Debt/Assets		19.7%		4.2%		20.1%		35.0%		22.5%		301

		Receivables/Assets		25.4%		14.6%		24.7%		30.0%		16.0%		297

		Market-to-Book		73.1%		28.6%		54.9%		95.4%		62.3%		283

		Panel B: Correlation Matrix

				Log of		EBITDA /		EBITDA /		Net Debt /		Receivables /		Market-to-

		Variable		Assets		Assets		Interest		Assets		Assets		Book

		Log of Assets		1.00

		EBITDA/Assets		-0.27		1.00

		EBITDA/Interest		-0.28		0.56		1.00

		Net Debt/Assets		0.44		-0.35		-0.62		1.00

		Receivables/Assets		0.29		-0.12		-0.11		0.26		1.00

		Market-to-Book		-0.39		0.66		0.58		-0.50		-0.22		1.00





t5 univariate

				Did		Did Not		Test of difference

		Variable		Securitize		Securitize		p-value

		Log of Assets

		Mean		10.3		8.27		< 1%

		Median		10.7		8.3		< 1%

		N		52		249

		EBITDA/Assets

		Mean		9.1%		12.8%		< 1%

		Median		9.1%		12.8%		< 1%

		N		52		249

		EBITDA/Interest Expense

		Mean		3.53		9.87		< 1%

		Median		2.48		5.12		< 1%

		N		52		246

		Net Debt/Assets

		Mean		31.8%		17.2%		< 1%

		Median		30.2%		17.3%		< 1%

		N		52		249

		Market-to-Book

		Mean		29.4%		82.7%		< 1%

		Median		21.8%		64.4%		< 1%

		N		51		232

		Receivables/Assets

		Mean		36.5%		23.0%		< 1%

		Median		30.8%		23.3%		< 1%

		N		52		249





t6 logits

		

		Variable		I		II		III		IV		V		VI

		Constant		-10.1		-8.62		-7.98		-7.83		-10.1		-8.44

				[0.01]		[0.01]		[0.01]		[0.01]		[0.01]		[0.01]

		Lagged Dependent Variable		---		2.21		---		2.18		---		2.16

						[0.01]				[0.01]				[0.01]

		Log of Assets		0.93		0.70		0.76		0.65		0.90		0.66

				[0.01]		[0.01]		[0.01]		[0.01]		[0.01]		[0.01]

		EBITDA/Assets		-7.36		-5.57		---		---		---		---

				[0.02]		[0.10]

		Market-to-Book		---		---		-2.49		-1.46		---		---

								[0.01]		[0.01]

		EBITDA/Interest		---		---		---		---		-0.093		-0.071

												[0.03]		[0.11]

		Receivables/Assets		2.86		2.50		2.26		1.98		2.74		2.43

				[0.01]		[0.02]		[0.04]		[0.16]		[0.01]		[0.03]

		Number that did not securitize		245		245		232		232		242		245

		Number that did securitize		52		52		51		51		52		52

				0.01		0.01		0.01		0.01		0.01		0.01

		Percent correctly classified		89.2%		90.2%		89.1%		88.6%		89.1%		89.5%

				0.34		0.42		0.38		0.46		0.35		0.42
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volbyyear

				Number		Average Size

		Year		in sample		($ millions)

		1987		11		378

		1988		9		322

		1989		14		630

		1990		26		563

		1991		26		662

		1992		27		893

		1993		23		1046

		1994		24		758





Sheet1

		Panel A: Summary Statistics

								Standard

		Variable		Mean		Median		Deviation		N

		Log of Assets		8.62		8.58		1.48		301

		EBITDA/Assets		12.2%		11.8%		7.2%		301

		Receivables/Assets		25.4%		24.7%		16.0%		297

		Market-to-Book		73.1%		54.9%		62.3%		283

		Panel B: Correlation Matrix

				Log of		EBITDA /		Receivables /		Market-to-

		Variable		Assets		Assets		Assets		Book

		Log of Assets		1.00

		EBITDA/Assets		-0.26		1.00

		Receivables/Assets		0.27		-0.13		1.00

		Market-to-Book		-0.39		0.66		-0.22		1.00






_941269027.xls
t1 typical

		

		Dayton Hudson Credit Card Master Trust, Series 1995-1

		Tranche		Face Value		Coupon		Ave. Life		Rating		Description		Placement

		A		$400 million		6.10%		3 Years		AAA		Senior		Public

		B		$123 million		0.00%		3 Years		AAA		Subordinated		Private

		Collateral Information

		Yield on portfolio						22.52%

		Historical yield after delinquencies						18.90%

		Number of accounts						22,796,667

		Overcollateralization of A Tranche						23.50%

		Largest geographic concentration						California (24.9%)





t2 issuers

		Firm		Industry Group		Total ($mil)		87		88		89		90		91		92		93		94

		Amdahl		Mainframes & Microcomputers		0		No		No		No		No		No		No		No		No

		AMR Corp		Airlines		88		Yes		Yes		No		No		No		No		No		No

		Apollo Computer		Mainframes & Microcomputers		0		No		No		N/A		N/A		N/A		N/A		N/A		N/A

		Broadway Stores		Retail		0		N/A		No		No		No		No		No		No		No

		Carson Pirie Scott		Retail		0		N/A		N/A		N/A		N/A		N/A		No		No		No

		Tenneco / Case Corp		Tractors, Trucks & Heavy Equipment		550		N/A		N/A		N/A		N/A		N/A		Yes		No		No

		Caterpillar		Tractors, Trucks & Heavy Equipment		240		No		No		No		No		No		No		No		Yes

		Chrysler		Automobiles		40,864		Yes		Yes		Yes		Yes		Yes		Yes		Yes		Yes

		Circuit City Stores		Retail		344		No		No		No		No		No		No		No		Yes

		Clark Equipment		Tractors, Trucks & Heavy Equipment		0		No		No		No		No		No		No		No		No

		Cray Research		Mainframes & Microcomputers		0		No		No		No		No		No		No		No		No

		Data General		Mainframes & Microcomputers		0		No		No		No		No		No		No		No		No

		Dayton Hudson		Retail		0		No		No		No		No		No		No		No		No

		Deere		Tractors, Trucks & Heavy Equipment		2,200		No		No		No		No		No		Yes		Yes		Yes

		Delta Air Lines		Airlines		0		No		No		No		No		No		No		No		No

		Digital Equipment Corp.		Mainframes & Microcomputers		0		No		No		No		No		No		No		No		No

		Dillard Department Stores		Retail		0		No		No		No		No		No		No		No		No

		Eastern Air Lines		Airlines		0		No		No		No		No		N/A		N/A		N/A		N/A

		Federated Department Stores		Retail		1,091		No		No		No		No		No		Yes		No		No

		Ford Motor		Automobiles		17,818		No		No		Yes		Yes		Yes		Yes		Yes		Yes

		General Motors		Automobiles		29,786		Yes		No		No		Yes		Yes		Yes		Yes		Yes

		Hewlett-Packard		Mainframes & Microcomputers		0		No		No		No		No		No		No		No		No

		IBM		Mainframes & Microcomputers		1,903		No		No		No		Yes		Yes		No		Yes		Yes

		Limited		Retail		0		No		No		No		No		No		No		No		No

		Mack Trucks		Tractors, Trucks & Heavy Equipment		479		Yes		Yes		Yes		N/A		N/A		N/A		N/A		N/A

		Macy (R.H.)		Retail		200		No		No		Yes		No		No		No		No		No

		May Department Stores		Retail		0		No		No		No		No		No		No		No		No

		Mercantiles Stores		Retail		0		No		No		No		No		No		No		No		No

		Navistar International		Tractors, Trucks & Heavy Equipment		1,445		No		No		No		Yes		No		No		Yes		Yes

		NCR		Mainframes & Microcomputers		0		No		No		No		No		N/A		N/A		N/A		N/A

		Neiman-Marcus Stores		Retail		0		N/A		No		No		No		No		No		No		No

		Paccar		Tractors, Trucks & Heavy Equipment		0		No		No		No		No		No		No		No		No

		Penney (JC)		Retail		1,400		No		Yes		Yes		Yes		No		No		No		No

		Sears Roebuck		Retail		12,976		No		Yes		Yes		Yes		Yes		Yes		No		Yes

		Silicon Graphics		Mainframes & Microcomputers		0		No		No		No		No		No		No		No		No

		Sun Microsystems		Mainframes & Microcomputers		0		No		No		No		No		No		No		No		No

		Tandem Computers		Mainframes & Microcomputers		0		No		No		No		No		No		No		No		No

		Tandy		Retail		450		No		No		No		No		Yes		No		No		No

		Unisys		Mainframes & Microcomputers		125		No		No		No		No		No		No		Yes		No

		United Air Lines		Airlines		0		N/A		No		No		No		No		No		No		No

		USAIR Group		Airlines		245		No		No		Yes		No		No		No		No		No





t3 volbyyear

				Number		Average Size

		Year		in sample		($ millions)

		1987		11		378

		1988		9		322

		1989		14		630

		1990		26		563

		1991		26		662

		1992		27		893

		1993		23		1046

		1994		24		758





t4 descriptive

		Panel A: Summary Statistics

												Standard

		Variable		Mean		Q1		Median		Q3		Deviation		N

		Total Assets ($ mil)		19,381		1,779		5,257		11,697		41,005		301

		Log of Assets		8.62		7.48		8.57		9.37		1.48		301

		EBITDA/Assets		12.2%		7.4%		11.8%		16.3%		7.2%		301

		EBITDA/Interest		8.76		1.95		4.39		11.69		12.1		298

		Net Debt/Assets		19.7%		20.1%		4.2%		35.0%		22.5%		301

		Receivables/Assets		25.4%		14.6%		24.7%		30.0%		16.0%		297

		Market-to-Book		73.1%		28.6%		54.9%		95.4%		62.3%		283

		Panel B: Correlation Matrix

				Log of		EBITDA /		EBITDA /		Net Debt /		Receivables /		Market-to-

		Variable		Assets		Assets		Interest		Assets		Assets		Book

		Log of Assets		1.00

		EBITDA/Assets		-0.27		1.00

		EBITDA/Interest		-0.28		0.56		1.00

		Net Debt/Assets		0.44		-0.35		-0.62		1.00

		Receivables/Assets		0.29		-0.12		-0.11		0.26		1.00

		Market-to-Book		-0.39		0.66		0.58		-0.50		-0.22		1.00





t5 univariate

				Did		Did Not		Test of difference

		Variable		Securitize		Securitize		p-value

		Log of Assets

		Mean		10.3		8.27		< 1%

		Median		10.7		8.3		< 1%

		N		52		249

		EBITDA/Assets

		Mean		9.1%		12.8%		< 1%

		Median		9.1%		12.8%		< 1%

		N		52		249

		EBITDA/Interest Expense

		Mean		3.53		9.87		< 1%

		Median		2.48		5.12		< 1%

		N		52		246

		Net Debt/Assets

		Mean		31.8%		17.2%		< 1%

		Median		30.2%		17.3%		< 1%

		N		52		249

		Market-to-Book

		Mean		29.4%		82.7%		< 1%

		Median		21.8%		64.4%		< 1%

		N		51		232

		Receivables/Assets

		Mean		23.0%		36.5%		< 1%

		Median		23.3%		30.8%		< 1%

		N		52		249





t6 logits

		

		Variable		I		II		III		IV		V		VI

		Constant		-10.1		-8.62		-7.98		-7.83		-10.1		-8.44

				[0.01]		[0.01]		[0.01]		[0.01]		[0.01]		[0.01]

		Lagged Dependent Variable		---		2.21		---		2.18		---		2.16

						[0.01]				[0.01]				[0.01]

		Log of Assets		0.93		0.70		0.76		0.65		0.90		0.66

				[0.01]		[0.01]		[0.01]		[0.01]		[0.01]		[0.01]

		EBITDA/Assets		-7.36		-5.57		---		---		---		---

				[0.02]		[0.10]

		Market-to-Book		---		---		-2.49		-1.46		---		---

								[0.01]		[0.01]

		EBITDA/Interest		---		---		---		---		-0.093		-0.071

												[0.03]		[0.11]

		Receivables/Assets		2.86		2.50		2.26		1.98		2.74		2.43

				[0.01]		[0.02]		[0.04]		[0.16]		[0.01]		[0.03]

		Number that did not securitize		245		245		232		232		242		245

		Number that did securitize		52		52		51		51		52		52

				0.01		0.01		0.01		0.01		0.01		0.01

		Percent correctly classified		89.2%		90.2%		89.1%		88.6%		89.1%		89.5%

				0.34		0.42		0.38		0.46		0.35		0.42
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ABS1

		Firm		Industry Group		Total ($mil)		87		88		89		90		91		92		93		94

		Amdahl		Mainframes & Microcomputers		0		No		No		No		No		No		No		No		No

		AMR Corp		Airlines		88		Yes		Yes		No		No		No		No		No		No

		Apollo Computer		Mainframes & Microcomputers		0		No		No		N/A		N/A		N/A		N/A		N/A		N/A

		Broadway Stores		Retail		0		N/A		No		No		No		No		No		No		No

		Carson Pirie Scott		Retail		0		N/A		N/A		N/A		N/A		N/A		No		No		No

		Tenneco / Case Corp		Tractors, Trucks & Heavy Equipment		550		N/A		N/A		N/A		N/A		N/A		Yes		No		No

		Caterpillar		Tractors, Trucks & Heavy Equipment		240		No		No		No		No		No		No		No		Yes

		Chrysler		Automobiles		40,864		Yes		Yes		Yes		Yes		Yes		Yes		Yes		Yes

		Circuit City Stores		Retail		344		No		No		No		No		No		No		No		Yes

		Clark Equipment		Tractors, Trucks & Heavy Equipment		0		No		No		No		No		No		No		No		No

		Cray Research		Mainframes & Microcomputers		0		No		No		No		No		No		No		No		No

		Data General		Mainframes & Microcomputers		0		No		No		No		No		No		No		No		No

		Dayton Hudson		Retail		0		No		No		No		No		No		No		No		No

		Deere		Tractors, Trucks & Heavy Equipment		2,200		No		No		No		No		No		Yes		Yes		Yes

		Delta Air Lines		Airlines		0		No		No		No		No		No		No		No		No

		Digital Equipment Corp.		Mainframes & Microcomputers		0		No		No		No		No		No		No		No		No

		Dillard Department Stores		Retail		0		No		No		No		No		No		No		No		No

		Eastern Air Lines		Airlines		0		No		No		No		No		N/A		N/A		N/A		N/A

		Federated Department Stores		Retail		1,091		No		No		No		No		No		Yes		No		No

		Ford Motor		Automobiles		17,818		No		No		Yes		Yes		Yes		Yes		Yes		Yes

		General Motors		Automobiles		29,786		Yes		No		No		Yes		Yes		Yes		Yes		Yes

		Hewlett-Packard		Mainframes & Microcomputers		0		No		No		No		No		No		No		No		No

		IBM		Mainframes & Microcomputers		1,903		No		No		No		Yes		Yes		No		Yes		Yes

		Limited		Retail		0		No		No		No		No		No		No		No		No

		Mack Trucks		Tractors, Trucks & Heavy Equipment		479		Yes		Yes		Yes		N/A		N/A		N/A		N/A		N/A

		Macy (R.H.)		Retail		200		No		No		Yes		No		No		No		No		No

		May Department Stores		Retail		0		No		No		No		No		No		No		No		No

		Mercantiles Stores		Retail		0		No		No		No		No		No		No		No		No

		Navistar International		Tractors, Trucks & Heavy Equipment		1,445		No		No		No		Yes		No		No		Yes		Yes

		NCR		Mainframes & Microcomputers		0		No		No		No		No		N/A		N/A		N/A		N/A

		Neiman-Marcus Stores		Retail		0		N/A		No		No		No		No		No		No		No

		Paccar		Tractors, Trucks & Heavy Equipment		0		No		No		No		No		No		No		No		No

		Penney (JC)		Retail		1,400		No		Yes		Yes		Yes		No		No		No		No

		Sears Roebuck		Retail		12,976		No		Yes		Yes		Yes		Yes		Yes		No		Yes

		Silicon Graphics		Mainframes & Microcomputers		0		No		No		No		No		No		No		No		No

		Sun Microsystems		Mainframes & Microcomputers		0		No		No		No		No		No		No		No		No

		Tandem Computers		Mainframes & Microcomputers		0		No		No		No		No		No		No		No		No

		Tandy		Retail		450		No		No		No		No		Yes		No		No		No

		Unisys		Mainframes & Microcomputers		125		No		No		No		No		No		No		Yes		No

		United Air Lines		Airlines		0		N/A		No		No		No		No		No		No		No

		USAIR Group		Airlines		245		No		No		Yes		No		No		No		No		No






