Semantic Repository SME Review - Synthetic Structured Finance

Synthetic Structured Finance Review Notes
Wed 21 April 2010
Summary
This week we looked at synthetic CDOs. There are a number of terms in the model already for these, but these lack detail. There is a complete model of CDOs in the "Structured finance" section of the tradable securities reference data semantic model. 

At this session we identified more detail on the nature of the underlying (synthetic) pool behind a synthetic CDO. We took detailed notes on a number of scenarios for why both cash and synthetic CDOs are created, and the differences (and similarities) between these. These notes implied a number of features that can be added to the model. For example, the pool for a synthetic CDO represents real instruments that are selected for a reason, and are not just abstract cashflow constructs as previously modeled. 

These changes will be modeled semantically as far as possible, and we agreed to re-review those additions next week. 

This week's note simply collates the comments made on the diagrams and provides some additional narrative and interpretation. See April 28 notes for completion of this exercise. 
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Detailed Review Session Notes

All notes were captured on the diagram, for later modeling. These are reproduced here with additional clarification where necessary. 

One new class was added (Synthetic CDO Issue), and one relationship fact was changed to be "about" that new class. 

Some changes were identified for the original CDO model. Principally, the relationship between issues, tranches (instruments) and pools needed to be re-thought. 
General Notes

Most of the diagram notes were on a specific subject, with notes aligned with their subject as far as possible. These subjects are given as headings here. 
Note: Collateralized Debt Obligations

SPV holds Pf of assets and issues securities against those assets. 

Discussion: this is the most basic fact about Collateralized Debt Obligations (CDOs). All CDOs have a special Purpose Vehicle (SPV) which holds a portfolio of assets and then issues securities based in some way on those assets, so that holders of the CDOs take on the rights to the cashflows from the instruments held by the SPV. Synthetics differ in that the cashflows do not come directly from assets held by the SPV. 

Note: Tranches; Managed v Static CDO
CSO and Physical CDO have tranches. 

1st to default v investment grade tranche, where say 90% of the pool has to default. 

Objective: Maximize returns on those securities. 

Portfolio: Static. Before the CDO is issued this is fixed and won't change during the life of the thing. 

Managed: Changes made to portfolio.

Consensus was that synthetic CDOs are tranched just like cash CDOs. 

This note also relates to the general model of CDOs, where, among other ways in which CDO issues are distinguished from one another, one such distinction is between managed and static CDOs. A managed CDO is where a fund manager manages the portfolio of securities that backs the CDO, while a static CDO has a static portfolio of securities set up at issue (possible with some allowances for replacement or retiring of securities under certain conditions). The question to be addressed was whether this distinction applies also to synthetic CDOs, i.e. whether a synthetic CDO may be managed or static. In this note we simply reiterated the definitions of CDOs as a whole without answering that question. 

Since CDOs do not have a portfolio of actual securities underlying them, the question is somewhat oblique; the real question is whether in synthesizing a portfolio of securities, one might synthesize a managed portfolio as distinct from synthesizing the behavior of a static portfolio of instruments. This was looked in more detail when we looked at the synthesis of a portfolio. The implication of the model as it stands is that any CDO (and therefore a Synthetic CDO) can be either. 
Note: Terminology

MBS / ABS which have receivables are a more uniform class of assets. Less likely to be able to attractively slice those into tranches. No reason not to tranche up a MBS. 

Also diff between phys and synthetic: In phys there are real transfer of assets and sales underlying the process of the CDO. With a synthetic it is as if you had performed the transactions but you don't actually do them. You pay the winners and losers based on hypothetical outcomes. You reference a portfolio but you don't own those securities. 

So a CSO is where the SPV will sell protection against companies by way of a CDS. Will then build securities based on the payoff curve. If you sell the security based on the CDS, where there are defaults you pay off those defaults. So you are collecting a risk premium.

So: 

Physical: buy Pf of loans or securities, carve up to be resold (effectively a novation where the SPV gathers all that together and reissues securities in its own name).

Synthetic: have an imaginary pool (with named constituents). To cover the outgoings on this you raise a CDS against the things in the pool. 

To do this, you might buy sovereign grade debt, to fund yourself. Then you do CDS against low grade. 

CSO is a synonym for Synthetic CDO. Added as such. 

This is the core description of what a Synthetic CDO (CSO (Collateralized Synthetic Obligation?)) is and how it is set up. In brief: 
· The CDO is issued by an SPV

· The SPV defines a portfolio of assets but does not buy them

· The SPV pays out on the return on those assets as though the holder of the security holds the rights to those cash flows, which effectively they do; 

· In order to be able to meet those cashflow obligations, the SPV may hold debt of a higher grade 

· The SPV doesn't use the returns on that high grade debt as far as I can tell, but it creates a set of Credit Default Swaps and these are what mechanizes the cashflow to the holder;
· Presumably as the high grade debt is used to fund the deal, this is used to purchase the CDS contracts?
One thing we need to figure out in this review (picked up in later notes and also next week 28 April) is which way around the CDSs are in relation to the SPV i.e. is it the protection seller or protection buyer? 

Looking at the above note after the session: 

It seems that the SPV is selling protection, meaning in terms of our CDS model that it is the Protection Seller. The Swap model does not distinguish either party as an issuer or a holder. This Protection Seller party becomes, in the event of a default event, the same party as the Deliverable Obligation Buyer. That is, the Protection Seller does not hold but is obligated to buy the reference obligation (the instrument being protected by the CDS). 
If the SPV is the Protection Seller and not the Protection Buyer then it receives payment for that protection, so is still not clear why it needs to fund these deals or what it uses the funding in the high grade debt for - and therefore, whether the holding of this high grade debt is a necessary fact about the CSO or an enhancement. 

If the SPV is selling protection then it is getting paid for that protection. Presumably these are regular scheduled payments from the Protection Buyer, and these come in on defined dates and are used to pay the interest and principal payments on the synthetic portfolio, to the CSO holders. 

Who buys the protection, we didn't discuss. 
Synthetic Debt Instrument Pool

The class of Thing "Synthetic Debt Instrument Pool" was added to the model in our original reviews of debt terms. This is one of two terms which are characterized as being a type of "Abstract Cashflow Construct". The other is "Synthetic Pool Asset" and is the underlying of a Synthetic MBS. We did not look at Synthetic MBS this week. 

There were no facts defined for the Synthetic Debt Instrument Pool when it was first added, so our aim today was to identify these facts so they can be modeled. Facts were captured in diagram note for now, as reproduced below: 
Note: Facts

Constituents. These are just like the constituents of a real (physical) CDO.

These are not speculative (so far...) but rather, these constituents are the result of the set of CDSs that were taken out. 

Where it can go wrong: if these are instead speculative. So instead someone chose some things first and then bought CDSs. Putting the cart before the horse. 

So you are supposed to start with some CDSs and these result in this synthetic pool. People might (unadvisedly) do it the other way around, start by selecting the collateral, and then get the corresponding CDSs after the event. This is where there can be a lack of transparency. Contagion risk and so on. 

Discussion: 

Here we are looking at two things: How things usually are and how things can be in principle (necessary versus contingent facts). What we have not covered to date, was that the CSO is not normally made up out of just any portfolio of securities. I did not know this. If they had been, this would be seen as speculative, and as bad practice. So in capturing this new fact that the portfolio is not arbitrary, we also identify that it could be, in principle. This means in turn that the non arbitrariness of the portfolio contents might actually not be detectable by inspection of the contract or prospectus. That means that for modeling the facts about the CSO contract itself, this information may not be relevant. However, if we model more of the circumstances around CSOs, it might be. 
So:

The constituents of the synthetic portfolio are intimately related to the CDSs that are used to mechanize that portfolio. It is not clear if we have yet captured the precise nature and detailed facts of that relationship. Or indeed, what to call it. 
The normal or "right" practice is to go out and get a set of CDSs, and then set up a portfolio corresponding to these. 

It would be possible, but apparently alarming, to start off by defining a portfolio of securities, and then go out shopping for a set of CDSs corresponding to these. That is what is described as speculation.

Since the SPV is selling protection on these securities, presumably what happens is that it markets this protection, finds parties willing to insure certain (low grade) debt instruments, and then when there are enough it puts these into a "virtual" portfolio consisting of a set of descriptions of those instruments. Alternatively, as suggested in a later note, the Protection Buyer may be none other than the bank which sponsored (set up) the SPV in the first place. Again we do not know if that would be a necessary or a contingent fact, at present. 
Note: These instruments are the Reference Obligation of the CDS. They may or may not also be the Deliverable Obligation (these are separate concepts in the CDS model). A CDS may or may not have cash delivery, or delivery of a different instrument, though the most usual CDS delivers the reference obligation. 

The obvious question arising from this is the holdings. A portfolio has a list of instruments, a position in each of those instruments, and (for physical portfolios) a cash position. So there must be some definition of a percentage or monetary amount of each instrument in the virtual portfolio just as there would be if this were real (perhaps a percentage at a given snapshot of time; otherwise a monetary amount). Therefore this must be defined, and there must be a relationship between the CDSs, at least at the point of issue, and these holding amounts. Might be as simple as the value of each protected issue under each CDS contract. It might also be in more than one currency. Maybe there is a ratio between protected instrument amount and reference portfolio constituent amount or maybe it is always one. 
We didn't discuss these details. 
New Class: Synthetic CDO Issue

Added. No definition yet. Synonym "CSO Issue". 
Model Fault

The current model for CDOs shows the individual tranches as having the pool as an underlying, and has "Issue" as a collection of "Instruments" (each with an ISIN and inheriting all other facts for tradable debt securities), issued at the same time and through the same prospectus. These instruments are essentially tranches. This is the model used both for MBS / ABS and for CDOs. A CDO differs from an ABS or MBS in that the underlying pool is a pool of instruments (i.e. securitized debt) rather than of individual mortgages or loans. 

This relation is incorrect. In fact the Issue has the pool as underlying, while the individual "Instruments" represent individual tranches of that debt pool. 

Action: Change CDO model to show pool as underlying of Issue. The relationships from instruments to the pool remain but are redefined as "is a tranche of" that pool. That is, each instrument represents, or "is" a tranche of the pool which underlies the issue; the terms in the Prospectus which describe each "Tranche", define a certificate or instrument with an ISIN and with its own interest and principal payment terms (therefore a bond) and also describe these in terms of them being tranches of the Pool. This is the same for any ABS, MBS and CDO. Including therefore synthetics, although we agreed not to identify those as Bonds in the earlier reviews. 
Relationship Fact: has underlying (Synthetic Deb Instrument Pool) 

Already existed. Changed domain (source) from Synthetic CDO Tranche to Synthetic CDO Issue in line with the action above. 
Definition:

The underlying synthetic cash flow created to mimic the behavior of a pool of cash assets. 

This change makes the synthetic pool of securities the underlying of the CDO Issue and not of any individual CDO tranche or note. 
Synthetic CDO Tranche

This is the individual CDO instrument, thereby being a tranche of the issue. 
Background

This was added to the model last year during static terms reviews, but with little detail. Recall that a Tranche equals an "Instrument" - that is, a thing with an ISIN or CUSIP, or in other words a Bond (for cash instruments) and something like a Bond for synthetics. It was agreed at an earlier review that if it's synthetic it is not thought about as a Bond but this is terminology; the point being that the "Tranche" term is a kind of instrument and forms part of an Issue. This is important because usually when someone says "A CDO" they mean an Issue, whereas the semantic model is built as a taxonomy of kinds of Contract. The Contract at this level is the CDO Tranche, and in this case the Synthetic CDO Tranche. 
Review: What are the facts we need to capture about these? 
Original Definition and Notes

Here are the definition and notes in place from earlier reviews. This seems to cover some of the details we looked at again this time. Some of these notes look as though they were sourced from an on line source (note differences in spelling and convention) but we didn't identify the source. 

Definition:

A Synthetic CDO. This is one where there is a CDS or similar underlying. The underlying is a synthetic cash flow created to mimic the behavior of a pool of cash assets. The synthetic asset is a synthesized portfolio of CDO/Bonds/ABS using Total Returns Swaps and CDS.

Further Notes:

A synthetic deal holds high quality or cash collateral that has little or no default risk. It exposes investors to credit risk by adding credit default swaps (CDSs) to the collateral. Synthetic CDOs can be static or managed. They can be balance-sheet or arbitrage deals. 

The biggest advantage to (balance sheet or arbitrage) synthetic CDOs often is the fact that they don't have to be fully funded. For a cash CDO to have credit exposure to USD 100MM of bonds, it must attract USD 100MM in investments so it can buy those bonds. With a synthetic deal, credit exposure to USD 1000MM in obligations might be supported by just USD 150MM in high-quality collateral. In such a partially-funded deal, the entire USD 1000MM reference portfolio is tranched, but only the lower-rated tranches are funded. In this example, the most senior USD 850MM tranch would be called a super senior tranch. It might be retained by the sponsor or sold off as a CDS. The funded piece might comprise USD 100MM of investment grade tranches and USD 50MM of mezzanine and unrated tranches.

Additional notes (origins unknown):

Synthetic CDOs need an asset manager to manage the collateral because synthetics (CDS) are unfunded, paying less to investors. So they invest proceeds from selling notes (to investors) usually in AAA assets to increase payment.

Note that this fact is captured in the case of arbitrage CDOs where there is an asset manager. 
New Notes

Review session notes April 21:

Facts:
The first, second and so on, to stop paying out when there is a default. 

Synthetics: This is where the terminology of percentages come in. These are the same for physical and synthetic. In each case you get the first, second etc. x% of defaults. 

Base underlying may be high or low quality. Create the pool by buying or selling protection depending on which way you want to go, e.g. have high quality funds, (borrowers), would sell protection. If low quality, would buy protection to improve quality. So risk is no longer bound to the funding. 

Discussion: 

As well as dealing with seniority, this note implies that the answer to the question of which side of a CDS the SPV sits, is potentially "Both". Not clear how that is possible in terms of the formal relationships between the CDS contracts and the reference portfolio. We need to come back to this. 

Tranche Seniority

The new note above relates to tranche seniority. 
Discussion: needed to capture what are the salient facts about a Synthetic CDO Note. These were agreed to include a seniority relationship (implied) and percentages of who gets what percent of the defaults in the underlying instruments in the reference portfolio. 

Looking at the relationship of seniority in CDOs generally and Synthetic CDO in particular, the general definition is the same as it would be for a cash CDO. Noted that in describing these instruments people often refer to percentages. This too is not specific to CSOs, though we may not have captured these percentage terms yet. These terms relate to what percentage of the underlying takes losses before this tranche stops paying out. See also notes elsewhere on waterfall models for tranched securities in general. 

Action: for both cash and synthetics, there is a level of detail on tranche payouts (seniority, waterfall etc.) which needs to be added. This defines the characteristics of each tranche, as presented to investors (cashflow, risk etc.), and is either a result of the underlying (for Cash CDO) or a reflection of the cashflows that would be obtained with the real instruments, in the case of the synthetic. 

In any case it appears that the "percentage" being referred to in these conversations relates to a percentage of the overall underlying (the reference portfolio) not a percent of the tranche itself. This might not be clear with the existing notation, we can try to find a better way of indicating these facts. 

The overall facts of the matter are something like this: 

· Here is a tranche. It is senior to this tranche and junior to that tranche

· If the underlying falls short in payments up to a certain point, the one more junior than yours gets to not pay out. That must be up to a given percentage defined for that tranche;

· If that tranche's percentage gets used up, your tranche will cease to pay out. That is, it will pay something, but not everything you were expecting;

· Eventually, if things get really bad, your tranche won't pay out at all. 

· At that point, the people who hold the tranche more senior to yours, will start to experience shortfalls in the amounts they receive in payments;

· And so on up the line of tranches

Note that in most kinds of tranched instrument, there is a residual tranche usually held by the issuer, which absorbs an initial percentage of non payment on the underlyings. This is presumably the case with CDOs, as it is with MBSs, and therefore presumably also the case with Synthetic CDOs. No-one has suggested otherwise.

Actions: 
· Add relationship fact "seniority"

· Add simple fact "Percentage Of Defaults This Tranche"

Done. See 28 April notes for details
Note: CDS mechanization

Q: Are the CDS taken out on the constituents of the (non owned) pool or on some other instrument?

There is funding to underpin the pool. The funding may be high grade debt or may be low grade. There is an underlying source of funds. Then You swap (using CDS) into other risks. So I might lend to a government institution, and then sell protection against a whole series of corporates. So I've taken the high quality portfolio and added other risks to it. Or the other way round. 

Discussion: 

Again it seems that the relationship between the reference portfolio and the CDS contracts is not straight forward, and that the position of the SPV in relation to the CDS contract can be either as Protection Buyer or as Protection Seller. Something appears to be clear to the commenter that is not yet captured in full in the model. 

Editor thinking / speculation post-review

A Swap usually exchanges one cashflow for another. It always exchanges one commitment for another, and in the case of Credit Default Swaps one of those commitments is not a cashflow but a commitment to make good if a credit event occurs (i.e. protection rather than payment of a swap stream or cashflow). 

We model this in the Swaps model in terms of one leg being a set of agreed payments for some benefit, and the other leg being that benefit. We don't attempt to model the internal thinking of the swap party as to what it is, from their point of view, that causes them to want to make that set of payments, nor do we model where those payments are funded from - as far as the model of any Swap contract is concerned, this is someone else's problem. However, when it comes to Synthetic CDOs, this seems to become relevant, because the issuer (the SPV) may be using something to fund something else, by way of parting with the cashflows from that something, and receiving instead the cashflows from something else. Except that with a CDS one leg is not a set of cashflows at all, but a form of insurance whereby the Protection Seller undertakes to purchase the Reference Obligation (or some cash or other instrument) if and only if the default event occurs. 

So we need to model the overall relationships among the SPV/Issuer, the two CDS parties, the holder of the instruments that are referenced in the reference portfolio, and the high grade debt that may be used to finance all this. 
Debt SPV

This is the special purpose vehicle created to be the issuer of the securities. It is made up as some sort of legal entity, but there is no limit to exactly what sort e.g. it may be a legal partnership or a company incorporated by the issue of shares. It has to be some kind of legal entity since it is an issuer, which is a principal to a kind of contract (the instruments). 

Added this existing term to the diagram so we can model more facts about it. 

First question is whether the general term "Debt SPV" needs to be specialized for Synthetic Debt SPV. Consensus was that it does. 

Here is the definition and existing "Further notes" for Debt SPV in general: 

Definition: 

A Special Purpose Vehicle (SPV) set up specifically to issue a debt security or securities. It is set up by a company or a group of companies to create instruments that are off the company's balance sheet.

Further Notes:

The SPV exists for a specific period of time and is then disbanded. It may take the form of an LLC or other legal entity. 

Special Purpose Vehicles are also referred to as bankruptcy remote entities, as they isolate financial risk. 

This definition remains true for issuance of CDOs in general and Synthetic CDOs specifically. 

At present this term is defined as the Issuer both for CDO Issue and for ABS. It has a relationship "holds" with reference to Debt Pool (this is any kind of debt pool, either of instruments or of individual loans). 

The above relationship would not hold true for Synthetic CDO since it does not hold the pool of assets. We didn't pick this up during the review, so the model actions may have to be different. 

Action: Create Synthetic Debt SPV
Done - see 28 April for detailed notes on this. 
Diagram note on SPV
Bank issuing these might effectively parcel up its own securities, and use (synthetic) CDSs to pass on the risk implications of the debt without passing on the actual debt. 
General Note: Economic Drivers
Bank has Pf of lending it wants to refund and step out of that debt. It can't put that Pf up for investment as they may not be investment grade, or for one of a variety of reasons. So they borrow funds from the SPV and put a whole set of CDSs into that funding vehicle. Those CDSs would be against a set of names they needed protection against. 

Are these the same names as we started with? It's a set of names they want protection against themselves. The purpose of the SPV is to provide credit protection to the bank itself. This means that the bank is borrowing against its own risk, so it's paying its own credit margin (as premium) and then by buying CDS against the SPV. The Bank (subsidiary etc.) buys the CDSs against the SPV i.e. it buys the CDSs off the SPV. So it's borrowed those funds. Then it pays back to the SPV the fee for the CDS, thereby creating a portfolio of the securities that it's sold off (bought protection against). So the SPV has sold protection. 

As a result of this, the SPV now has a risk portfolio of CDSs that it has sold to the bank. This is equivalent to lending to all those parties that the bank had lent to. 

Discussion: 

This appears to answer the earlier questions about who is the other party in the CDS and how this stacks up. From the above, the SPV is not the only business entity involved in the set-up of the CSO. The Bank is not only the sponsor of the SPV. Instead, it looks as though the bank and its own SPV are the two parties at either end of the CDSs. In terms of our existing CDS model the Sponsor and the SPV are one or other of Protection Seller and Protection Buyer. And the debts that are reflected in the Reference Portfolio are in fact debt instruments held by the SPV Sponsor, the bank. 

It would be good to know if that is always the case, that is to what extent there may be variation from the scenario described above and to what extent the facts described in the above note are essential facts about the CSO, as distinct from incidental facts about how a number of CSOs seem to come into being. 

Action: Add the position of the Bank (find a better name) in the deal, i.e. the party which is the sponsor of the SPV and therefore, essentially, of the CSO issue. 

Then add the relation of these to their positions in respect of the CDSs and see it if all fits together. 

CDS Contract

There is a complete model of CDS in the model already (subject to some final model changes and tweaks from the most recent review notes). The class of contract that is a CDS Contract was dragged into this diagram to add notes and possible relationships. 
Diagram note on CDS Contract
The CDSs are against individual risk parties. 

When you take the resultant you have the equivalent of lending to each of those parties (the parties that were the issuers of the debt)

e.g. 

· Bank may borrow $10m from SPV

· Bank buys from SPV protection against 30 - 40 parties it wants to alleviate its risk to

· Those parties would be in the collateral pool of the SPV. These are still synthetic CDOs we're talking about. 

SO

The "imaginary" portfolio that the Synth CDO is based on, is a result of this process.

Summary: Again the SPV and the bank that sponsors the SPV are counterparties to the CDS contracts. In practical terms this is a vehicle for a bank to manage its exposure to risk. 

Not sure how having whichever side of a CDS is equivalent to lending to the risk party. This needs clarification. It looks to me more like taking on the risk of default of that party, i.e. only be in the lender in the event that there is a credit event, and not parting with any funds (lending any money) otherwise. 
Also note that in a CDS the Credit Event need not be a default on a specific security but might be defined as some security (or loan obligation) that the organization holds. This means that although a CDS is contractually taken out against a specific security (the Reference Obligation), it is approached as being a way to manage the risk of default of any debt security (or indeed loan) which relates to that business entity. For most purposes this may seem academic as there may only be one debt issue for the given organization, but we should be aware of these distinctions in modeling and reviewing this. This is why the CDS model has separate terms for Reference Obligation and Deliverable Obligation, however it does not reference the borrower directly. 
Additional Terms and Notes

Note: CDO Squared

Then CDO^2:

CDO^2 is where the underlying pool of debt securities is a pool of CDOs (tranches thereof). 

Discussion: Touched briefly on this (existing) type of security. As already modeled: 

· a CDO is based on a pool of debt securities

· If these debt securities are only of a particular kind (e.g. MBS) then they identify a particular kind of CDO (CMO)
· CDO is itself a kind of debt security of course, so:

· A CDO in which the underlying pool of debt instruments is a pool of CDOs, is a CDO Squared

It is not always that simple since often a type of CDO may be labeled as such because of what it predominantly in the pool rather than what is exclusively in the pool. The model reflects this already for specific types but maybe not all. 

The above note does not add anything to this and does not imply any additional actions, rather it is a validation of the model as it currently is. 

Action: Mark these terms up as "Consensus = Yes".
Note: Credit Enhancement

For cash CDOs:

External e.g. Bond insurance that is bought from a 3rd party

Internal: reserve fund within the structure of the deal. Excess spread. I have enough coupons coming in, but I have enough to cover losses. 

For synthetics: 
Not sure at this stage, what the available mechanisms are. You can have a reserve tranche just like you would in the physical CDO. 

The only difference is that with the synthetic is that you get the loan from another party and use the CDS to swap your risk back in to a different credit class., So you not dealing with the physical instruments but you can still structure it exactly as though you were.
Discussion: credit enhancement. 
The diagram note above describes the position for Cash CDOs, or for CDOs generally. 

There do not seem to be any clear conclusions on the question of whether and how this differs for synthetic CDOs, i.e. whether or not they require guaranty. So the addition of this may simply be an enhancement to the existing CDO model. 

Action: Add Bond Guaranty to the model, as a type of Insurance Backed Guaranty. Review that and identify whether in fact it is any different to the existing term. 

Done: See April 28 notes. 

Summary Note
Synthetics are all the same concept at base: you start with a construct which you repackage and sell off. 

So a lot of CDOs were written against sub prime, both for cash and synthetic. 

This note summarizes what we have already looked at. CDOs give a mechanism for repackaging debt, including low grade and already securitized debt. Synthetic CDOs provide a different angle on this. Some of the detailed relationships and facts are still not clear so we need to revisit this next week.
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