
Depositors

A

In
su

red
sav

in
g
s

$

Bank

Borrowers

B

L
oa

n
s

$

SPV

S
ec
u
ri
ti
ze
d
b
o
n
d
s

L
o
an

s

$

4
Retail

investors

S
h

ar
es

$

1

MMMFs
and other

institutional
investors

$

Se
cu
ri
ti
ze
d
bo
nd
s

5

Bank

$

Collateral
(including securitized

bonds)

2

Borrowers

3

L
oa

n
s

$

Pooling of assets

Tranching of assets

Originating
firm

creates
assets

Cash flow from
pool of assets

Proceeds from
sale of assets

SPV
(master trust)

holds pool
of assets

AAA senior
tranche

AA tranche

A tranche

BBB tranche

Bottom
tranche

(retained by
originator)

Investors

1


