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Creating a CBOCreating a CBO

Assets Liabilities

Assignment: create a $100 million CDO that contains the following, 
equally weighted:

2 investment grade bonds

1 high yield bond

1 emerging market bond

The CDO should be funded with several tranches of asset-backed 
securities. It should have a final maturity of about 5-8 years, and be 
dollar-denominated
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BondsBonds

Sources: ft.com,
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More BondsMore Bonds

Sources: ft.com,
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Determining Credit EnhancementDetermining Credit Enhancement

This table helps to determine how much rated debt 
can be issued against the market value of an asset.
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Government BondsGovernment Bonds

Sources: ft.com,
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SpreadsSpreads

Sources: bondsonline.com,
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Default Probabilities and Recovery Rates: DataDefault Probabilities and Recovery Rates: Data
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