AN R

= + CDO El CDO* 9248

CDO Squared (CDO?) JEITAFEAK [E &L 2 75 % 5 th B Wi E XL ARG &L - iR
RN R IR Sl B R S S| TIREANESE Nl BRI E
FE o EBREPALINEE - E AEEFEELL - FOKEHE - AlFEAEE R - B
HEMEEAZEATEA - 5—HH > EERBIARLE RGeS - migis
T BANE - AIREEIER N A AN E R R EE o RIE - ASCEEE BRVEIEL - wE I i
FRHIE ~ R R B (E— PR RS2 -
S HIER » CDO Squared s2—f& CDO Hfy CDO » JRE[] : HEE M (Asset Pool
) FREEANAY CDOs ffTRKE « Kl » F8EL T CDO Squared » JASEHEfE CDO - &
5 —i DUE 2 W A Ay B BB & 43 CDO B -
& CLO : HEMRNE 7 HIRITTEXEM > .2 CLO ( Collateralized Loan
Obligation ) -
& CBO : HEEMMKASLRBEFME - 2R CBO (Collateralized Bond
Obligation ) -
€& ABS CDO : &ETFE B HAM ABS (Asset Backed Securities ) o
€ TRUPCDO : &€& FHEEZ LRI EE% ( Trust Preferred Securities )
& CFO : FELENEPE S (Hedge Funds) sifLZE s BIE 5 (Private Equity
Funds) -
FH— B FRLUE SEAS (5 AT MR AL (Credit Derivatives ) @43 CDO
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B BEWERE CDO (Cash CDO) LUK &z CDO (Synthetic CDO) - Cash
CDO #[F—M &g 7 L2 - AR EE M (Asset Pool) FrE RERSIEGGHE (T E
FRBERyFe ok H AUEEE (SPV) »» B 5 K —"HE M (True Sale) "Z2H5 -
SPV FHBLIEIT ARG HmMEES - BENESE -

&zl CDO RIJf#%#E A (Sponsor or Originator ) B SPV Z]E 7 FHEFXIACHA (CDS
; Credit Default Swap ) »#2#] » SEAHE A W0 HARAY & R BI(E FH RS 5 2 8 B AT
SPV [E7E S ARHIMEHE: (Premium ) - EHEHJEZE (Underlying Assets) #4: (5 HERIE
 (Credit Events) Ffra]{kELHIES REHEGE S AIEE - K2 » BENRBZ S (ER kR
#'H '} (Credit Protection Buyer) - #%& A BA 5 (EH{##EE 7/ (Credit Protection
Seller) -

&= CDO ZEfE e — -

25 1) '3‘4" &k
B A e Hk B a0 E ok L
(Sponsor) (SPV) PE—
- A i Af A5
TS nE fifidho
(CDS)
RIBALAR
FRM (FNEE) e s
(Underlying Assets) FERE A
( Collateral )
— &4 CDO %#
&k 2t CDO Eil Cash CDO FFHEEEANT -
1. Cash CDO FHFEETEEWENEEMSG > Mak CDO NEEEEIIFENEE
AL ERERE E I ZE7 S B (Conceptual ) "HIEE » FARIERBAFTER

i

2. Cash CDO Fi##{TESFIIARGHEFE > HEEENEEWHSTRALIE > &k
X CDO EHMALRIFHENEE L IE - R ENFREER SR ABERSZ T
fid& (Mismatch) HYEIE » BB G A

3. Y['ffil Cash CDO — & ﬁﬁ‘},ﬂ CDO # 3 7 [l 5[ (Tranche) V% 5 T [FIfY
Lo 3t CDO B ffi% FFAE4 (Proceeds) 25 ik * BT % o i RLE|TH 2 ]
A PR SRR B BRSSO L 5 e v
PEMEYE (Collateral ) o FytfF| &2 BRI E 24 VFHEPV IR > (B [
SPV Fl i ifi 55 PUFIRL -
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4. WL CDO F o P R AR AL REY > SRR o (R
A s~ CRAEEET ) oS8 PR 52t CDO gty & (7
BT Y ) 4 © ) Cash CDO PSR LAV ™+ 487F ~ I TH% -

5. F’—‘]E*}?“ CDO PURRfvEY % P Hpfsg bpy o HAU e §Ep 2o fh 5 gt =5 S 40 [l -
DAY S EEEY 100 E o () [E???BE =& FEEE 50 {8 ﬂ#‘ﬁﬁﬁi (Leverage ) £% 2
0 T CDS [l SRR RELE g o B B TR
CDO $PVEVEIN D~ 5 |fi| Cash CDO ™7 FAFIR 35 -

6. Cash CDO fLEFH BV (O 5 53 » iy 755 CDO i’ (X5 71 Sy
EJ ['ﬁ e EJHTEITF‘J“?JFS_)?ESJ@EU?}@ > P (EERRAEFIE T B (BLURZ ) -

©® TEUREHEINEINEE

{E#ECDO fCorporate Loans, Bond,
(Cash CDO) ABS, CMBS...
® EHEREI TR
CDO
L ® RETEANT B RS
FHHEICDO
(Synthetic CDO) o " HIFE BT T R Bz

R

— Cash CDO VS. Synthetic CDO

BT CDO > AcEk#k CDO » AIRTATIL » CDO? & 45 Hofm iy /e F B i K
{t1”f#y CDOs (Underlying CDOs) ” - B #fy CDO R » —fiki§ CDO?
ey M S EULE
(—) BRI Cash CDO

R Ry CDO? AR - A EHEE B EZH (Investment-Grade ) £
CDO - #H B PR 2SR5 - i CDO® B i n] LI EEF e 2 BIRERY » &
RigRed > MIEEME NI EIR > Reeid > IR - B RhEEE > I —%&
EEH AN (PM ; Portfolio Manager) B EEMEFEM I EHR - EESHIE > EA L
MAT R B2 E(FHRA “HERN”  (Criteria or Guideline ) ##i -

(=) Has kR HAtl Cash CDO H iz A RE sl 45 38 27

FEAR Py BT A 27 8 2528 %% ( Equity Tranche or Income Notes) - [Hh3H
CDO’ E gk » ZBIERESH - W EE NS > SRR AR - HiE

' Paul N. Watterson, Jr. > “The Evolution of the CDO Squared”’; The Journal of Structured Finance,
Spring 2005 Volume 11 Number 1
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CDO’ SEH&H —~BAHYE  HHEARKEEEEGBIEES PM (EREHAEHE
( Active Management ) » CDO? 4 3 il B J&L [ i i (1. PM.BIRE FI T E
(=) FIHE AT MR RS EF 2% CD0 3

iEE—E& Rk CDO’ - g CDO’ Wik H &L CDO W& E - ifi F 8 H
T EHENZH (CDS) e Mz #a (TRS) "ZRf%H %S ; CDS &
TRS WREE T /—H =47 % (Third Party Dealer) - fllf1—2tEgmEltERS - {th
ME T AHEN 4 EEEBATRENE—IE1 CDO #4 (5 HE R » CDO* %%

TG (EH CDO (A HARE » JLF7%Z CDO (I HEYIACE)  8iEEER CDO
LHASHEBAR TS EES 2E (WERBEESLE) - CDO* #E AR TERBNRE
FE Y CDO 4h » JRRYESL 5y B T2 (5 FHE e -

AR CDO? H AL E  EthEVEERTE K55 (Trading
Provision) ” » fREF{E—E R NI ER G & ZE - CDO By » HIREL &R
CDO’ ] CDO £ 7R % & %4 - Wi k38 CDO’ /1 & A (5 FH 315 -

(P9) FIFHI{E FERIASHGERTEF 2 CDO iz B— R

TR AN CDO 42 - MM CDO? 27 Wit 63 551 (Y CDOs
s MEFIH—#E CDS EHBEFRE/EA] CDO W —ZYFTiiK - 52 > i
CDO’ {ZHR[F CDOs B4 2405 « 5886 CDS Al #EEFI R EZEH » IFREER A
Aok H AT BB 2 (&5 - B (S E R34 - CDO® HIDIFE & (B - 1t —RURE
CDO’ X E B % F 5K » FEYLMES, - 2 CDO’ Hith E&# R EMEM «

B RIETS EE BRI HIE CDO” FE R ETR “HH&H4E (Fund of
Funds) " FYRIRE - 7E3EE] > HRNVEEZEHRBAER » KE9r) CDO iR “#H)
HF YN E N F (PFICs ; Passive Foreign Investment Compares ) "R - Hif It
$8 CDO’ gh i 38 i y— T ME RS 75 % -

(11) EERRATIRER CDO

LA - R AR CDO? W b 1L - I — T SRR I B & st
CDO » #f43 B, Cash CDO R HAMAIREE ZE » 4] - ABS - RMBS 5 CMBS o —fi%
& > [ CDO’ 345+ % L IR BUER - K H BRSNS RS -

= ~ CDO Squared &4 3 /F 4% &1

i =B —¥H R &=l CDO Squared FYZE#% - CDO Squared HYZE{TE 75T B 4h
& CDO (Outer CDO) ” » X fH " Master CDO” ; & CDO f§ 5 g CDO (Inner
CDO) ”» W ZfE57] CDO X & HENERE - 5] CDO FH IR EE
AJEEE OFHES 2 41 CDOL ~ CDO2 ~ CDO5 7 Enron HJ{&% > CDO2 -
CDO3 + CDO4 74 WorldCom (%% - it £ —({# CDO’ (A& EH E 5-10
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fEHY CDOs - [E—1EHY CDO HIfF 50-100 {E /£ AR EE -

ARG CDOs & &I NFER R it » (£ T #%5 CDO* BT - Al
» {5 CDO EHEERE “MZEEE (AP ; Attachment Point) 7K “BEtBEEL (DP ;
Detachment Point) ” » AP B DP {yEE#fERE £ /2 (Thickness) ” > AFEEZER) CDO
{E & N Y

HE R EEEINE CDO (AEME) - AP AR ESR TN CDO XKIEML (
Subordination ) HyR/\N B AP=3 » [AERIAL AW 2 #{EHEQELF - @ » AP
Bl DP (FHEH SHNME SN A SRR EXGHE AR TE AP > AP ({FRE
{8 CDO® 55— g (#EMERE > BITREE A E SRR BEMAR2 A A
5 FEHFEEA R MEMECIZ S > 140 Standard & Poor’s $£{#£”CDO Evaluator”
HEFHH - B4 - F— CDO f& 100 {HEHEMAE IENERE » TEENERET
EHRA” BRI AL (Uncorrelated) » BERG[EIERy 35% @ FIHAFR Y 5
o FEE CDO Z EMHE IME FHEFEE R AAHIREFEE » F|”CDO Evaluator”
A5 AP=2.9%> t—E LA ERHE Z ERHEENEE - —H AP IRET
 BITRAR S TR CDO’ HUEMEL itk £ DP > SEIHEENER - B2
AP JE T E%AERY CDO (AIFF 22 3E A iy KRS » 1 AP HITRE T 8% CDO K%
BENRKREE - B8 M5 LR » BERXIBEGRK/NKREIE 2%-10% » [F]FF
CDO’ /Al DP Kz AP J5 3.5 % Master CDO & Fli A [ 2 FIHI(EH -

A
CDO’ t4 18 £ 71 € (Outer or Master CDO)

CDO3 CDO5 Ftc. nE

CDO1

CDO2 CDO4

(A 5%)

= ¥ AKX CDO 0y 22

=

? Kai Gilkes » ”Drill-Down Approach for Synthetic CDO Squared Transactions™;
RATINGSDIRECT - Standard & Poor’s

CDO6 l (Inner CDO)
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AP B2 DP (5 E 4 (A 2% CDO’ (Y18 ? DUE =ZEf%30HH © ¥ CDOL i 5 »
# AP=3> DP=5- HIE [t CDO 5 3 (HEEFIE 4 EMEEREEHEER > 1
Master CDO FE#&¥E > EthEWE CDO1 FHFH 2 HE &R E S AENNZER -
TEEEF] Master CDO - #5/2—{f CDO* 4 3 {E{Z(%) CDO » £{# CDO [E 2
> HI] Master CDO % 2% 4% 6 {EIZ & A 4 (5 S - CDO Squared )% 421
(Double —Layer Structure ) #.2 CDO B8 G iHA I RAEINRE » KN ~ INFES
HRIERL A 5 -

A B 25
272 E K Detachment Point ; DP
Tranche Thickness { N & CDO Tranche
AGE R
IR NEAL //' Attachment Point ; AP
Subordination
Corporate
RN | N | I I | I B | R e

B PME CDO #%7%] AP % DP T+ & B

Kz » CDO* &4 B BIAI T ¢
€ NEH) CDO HHEERE E # 4 HENHE
& L EREREFRZEE - BRI EEEZ CDO 1y AP K DP - HIF% CDO & AP

J. DP F @R Y& 2 L8k -

& RN Master CDO HYZFA&HE - # Master CDO g% &1 KIEA RS - HIlE
KeHEFEBRIEM S - A B —R&EEANNTFE 8% (Senior
Tranche ) 5" 2% ( Mezzanine Tranche ) "HYfE %% °

W iR RILIT R

CDO* #:—RFH R % =Min (%25 A/), Max (0, ) CDO 8%k — KIERL
) 1]

{E—1%fJ CDO fH%=Min [CDO JE, Max[0, CGEFAIEH ) X (1—[EfR
) — RIER &%)

2730 0 B#RA — CDO’ {AH = {EfZf CDO (Inner CDO) Hk » &M
CDO H& 10 fE&E » HMEE 5 FREHE 30 EEETESES > /it CDO?
BEEE N 30 A FEIEEEREET - HE—EER CDO 2 AP=3 » JRAIE R 2
{E& 7 3% 4 (3 R B ERE% CDO XRIEMLER Y » Kz » P 6 (A& EL. F3%
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A AZ FEFEFRF > Master CDO A g 828K
HE > RIRAYEREILE AN FEREHE - Master CDO RYI2 &g E 7k 715%
fRH) CDO HUERE MBI 2: > 2505 LE AR EN R ESME WA
WEtE AT > #EANE 6 (HEE#E A EHEN » (Ho ki BIER—  J Master
CDO R & EZHEK » FREI . » Master CDO RN EEZEkK -

llm

R (- B HR 2 REALR
CDO1 CDO2 CDO3 CDO1 CDO2 CDO3

Dp

AP

" | | .

E AT AN RLYE CDO’ B B0

**

W
»*

= I

:“k‘é

5

It —EFPEIRFE 433 T CDO? Bil CDO FYR [ - ?jﬁ CDO [ME » HELEMENE
FEHHWRE » sRE TE&RN - ARifiE CDO” i > ffaﬁﬁﬂiﬂ?@ HEMNENE
B AR I A GER T E HAR S - NELW L > CDO EM?%ﬂ’JZ’?FZE%’7+ ( Probability
of Default) -~ [E[Jf3 (Recovery Rate) -~ N[ CDO Hifft & & M A MHEAME (
Correlation) -~ 4% CDO HJERE (AP £ DP fyEEE ) ~ Master CDO XJEA7 B ELE] -
CDO’ F[HHIAMR (Maturity ) 5 » # & #% CDO Squared FJFE D » 55 2 s
CDO Squared J&\fg 173 12 5 - EELIFHERIEA T -

=+ CDO* R I ZEEAEA

—{ CDO’ f* 1999 #£#17 » BHREFEEHE 10 £ 20 EETHHRTE > Y
%F@ﬁ%%hm%ﬁszﬁHYﬂm)i =iz CLO (HY CLO) - 3F—
- W4E CDO® Bkl 38 2 2 > BE I HEIn 2 (BES) » # 2005
F 2006 F » BAH 43 {175 0 100 (FETTLL B2 8% - SR E 2 i E N
S e

CDO* [ A ]z 5 [#3 & N2 BE 2
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[=r]

[T 5 T N 4 |
751
h

2.0

4
2 1.7
0.8 I I 0.8
03

Volume (bn)

[

1999 2000 201 2002 2003 2004 2005 YTD2008

Source: Meil Lynch, IFR Markets, MCM

CDO® #4723

(—) CDO* HLA g i ry i =

@Fﬁ'JfL CDO’ EIfJ"’:’,If[?F%F[‘ A » CDO* Fe j}ig_,‘ajﬁﬁ;}wy% , ELH Y ﬁﬁquiﬁﬂ”ﬁ*
P S &ﬁ##ﬁﬁﬁ?ﬂﬁ?ﬂﬁgjj’ ?imji;jf%’]g (Spread ) ] Egl[ﬁwm Pt
AR ER ] RS 3 5 SV BPE o ) CDO? Ryl e e R
S RL CDO™ A5 9 BT T IORLA «

[ B 2006 ¥ CDO® 2 $5(Fis S5 H 9 CDO & fhufifild o [ipee » =
CDO? AT W/F;ﬂfﬁ’ﬂﬂf[l;ﬁwﬁ“?ﬂ% (Mezz 7 High Grade) J’ﬁﬁ*ﬁﬁﬂl?}ﬁj CBO (
SF CBO ; Structured Finance CBO ) - Pﬂﬁﬁxjﬂ;ﬁf/p%;'Emgpr;%rgz%@ T AR
fit ; 24 CDO* T I g1 EH PRER] CDO FP i P - EUF‘EJ@@JH'[?I% \

f,%*},:c CDO? » W%T?TEI P REAT AL Fr[ﬂ[ bbb A —amﬁygﬁ]’g » [l %E,Jﬂ?
BE'AHF'QI%FI%H STRE R  pRE Y Elfliﬁ“ﬁa%]’ﬂiﬁr%% P AR R (
Tailor Made) ™ (UL « [R5 35 CDO i AP RS - 5 o 43
SLEFARAEEE > [ CDS A & FERT - SR P o iy SN CDO? it - SA
(R E PR S RLED (£ 5 CDO? £ = PV HEER b 7 | CDO BT il
PR fﬂiﬁ*ﬁj%‘g@ TRl TRFTAR PR N B o 55 AT RIS

3 Lang Gibson and Katie Lynch » ” CDO of CDOs : Leveraging CDO Fund Management” ; Merrill
Lynch CDO Research 03 November 2006
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2350
W SF CEQC gHY CLO mMM CLO g TuPS CDO 131

200 4—

SrAAA JrAAA Al A BEB

‘Source: Meril Lynch

£ 2006 = CDO* (& £ #2i8 H#. CDO & %

(=) CDO"Shgbsi it RS BENE &= B E IS T

Bl CDO® M9 ~ SNBRIRET - BAEME AT R TR R R 2B -
SFAI{E 2001 44) » 7 Enron F WorldCom [fi 5 » B~ HE AR &SN - H
R R B CDO %At [ 3 — () » 2 g A
P& 58 5 CDO » AU Enron §z WorldCom f{E FH Rk - PR =k HiE 5 =
AR » CDO® FUEE[g 42K ( Double —Layer Structure ) #:2 CDO H4{#EIEE -
HCATSE I Y@ CDO % Master CDO HHE. 0 E% R HACE AL — H 1Y -

(=) CDO* {5 AT AR E

fR#% Merrill Lynch #izF > EHATHR 1 - CDO’ HY%8 5 8RS E AU RS (
Rating Performance) - FFEE[FEHK (Downgrade ) HY[E M54 Y 1999 £ & 2001
RaELEIIA - B ILDLEE > CDO? EFE —HE /8 E - 2001 £E 2003 4 - H =(H7K
ShaFEFH (Upgrade) - BT T2k CDO® 15 538l b A 54048 EI9%5 1) -

k—  CDO" 34 Hafe 2

Ty | RAEA | FEBA | AR
# A # A
1999 1 1 0
2000 2 2 0
2001 6 1 1
2002 4 0 1
2003 5 0 1
2004 4 0 0
2005 10 0 0
2006 10 0 0

Source : Nomura Fixed Income Research » ”CDO- Squared Demystified”
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HEREERHER CDO® REETEE - (HIN CDO’ s i - X B HBHEFR -
AL R MR R RS R AL EROR 5 - RATRFEAERERRF EN = 8 - 5 7H BEGR Y 17 5 B
B - MEERAIMET > CDO” BB (Risk Profile) ¥4 - HIE& FIGH ML -

g ~ CDO’ 8438 % 2 B L B 27

HESR CDO’ fEFSHE R HFAE AR - (BRI N MERE - #ENRESZE
o BHUVLEEEINOMN - H2FFH Gaussian Factor Copula /57 ~ Base Correlation
RIS AHE  HEK CDO g R T % » 2 AfEF (Interaction) FERE @ &M
EEEEEGE SRR (Simulation) {IFIEME—GHE - FERNSTTA -

HAEF A (Nomura) 55 % & 3% 5t — @ #t CDO? » 3ifi F ZZ#th R It ik (
Monte Carlo Simulation) 5 H&REEE ST o ik CDO® EHERRL Ry © (1 5 8N
Jg CDO fHEY » B—1EHY CDO B &H S0 MAFHF (BIEE) » &ENE CDO
EREE Ry 5% 1 fZRE R RRECE 0 BEENEEENERE 1%  [BECER
40% ; 4Nz Master CDO RIIE{L L5 58 B EHAY 5% » BE—735 25 Y IR G e
A 5% - FIHARARR Gy 5 (&R T) -

%)= B4 E#E CDO” % f)

N A#RBH
CDO # B 5
#18 CDO N4 F A ¥ A 50
18 CDO RIBE4S L 4] 5% ERES d
#18 CDO & & 5% HAE 5B
4
Master CDO R )EA b 47 5%
JL 4t R B8 F 3
FHEHR 1% R
] i % 40% SR
B PR 2 5 4
F A B8 1R & 0 HAE S H

* Nomura Fixed Income Research » ”CDO- Squared Demystified” February 4, 2005
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Master CDO
Y % 71k A—pp 5%
5% — RIALL
. TCDO1 CDO2 CDO3 CDO4 CDO5
%7
mr P 5% 5% 5% 5% 5%
5% 5% 5% 5% 5% |€—RIAL
pea:0]
50 50 50 50 50 €

B st CDO> £ ]84 22 4

(— ) BEBRTREAMRE CDO KN ELFI K AE CDO Z JEHE & Ja\kg 43 Bt

AT DUBRE AR RN O (FR MM (Base Case) ”» IREIN
SWIESOE - LT - LU R Bk -
LSS ENE CDO KIERFLHISHIELE 5% - 4% 3% » [BENE CDO R
Master CDO 1 Y R3UAGIA% ATME AR+ (HEiRIBR LD - fish e
) °

100%
90% H .

O Subordination=5%
80% 1 B Subordination=4%

70% [
’ O Subordination=3%
60%

50%
40% |
30%

200 |
10% | ﬂ
0% Y I I [ = | |_|\ = o W1

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Source : Nomura Fixed Income Research » ”CDO- Squared Demystified”

U R ERIBLL ST B CDO 38 % 5 B
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100%

90% [ @ Subordination=5%

80% W Subordination=4%

70% H O Subordination=3% L

60% [

50% [ H

40% |

30% [

20% [ —I

10% | _l

1| R I S
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Source : Nomura Fixed Income Research * ”CDO- Squared Demystified”

+ R ERIESL AT Master CDO + Y Z 7148 % & e

H ERESH > BN CDO M5 > Mam KIEAL AR » KE s EEREE
HRAEN - HRFARE CDO RY$E L5 (Pass Through) % Master CDO [ - HI{E
KB BIZIREAL - a0 0 E A - SNE CDO RINENL LG Ry 3%MEE - Fif st 5 {5k A 8

» Master CDO HY Y ZRYI{EFH A =% 80% R 2 EHE 9 (Wipeout) - {HE XIEAL

FeBI Ry 4% B2 5%IK; » Master CDO IS EHIHE R AR T - #8152 » Master CDO

MY RYMEHRIBE S ELAE CDO ZFHIE L SRR E K152 -

2. FEAE CDO ZEEEE2H - SRR 10% ~ 5%k 2% - REEUREER
U 8 CDO K Master CDO [y Y S25HES Ik I i B2 48

%= REXSHNE CDO & CDO* 5 % oy 3 &

Mg CDO & et % W& CDO & % e 4 4
# CDO # 7| 5 2 % % Master CDO 8§ Y £ 7]38 5 2 B &
N CDO % B & 10%| 5%| 2% N/& CDO % B A& 10%| 5%| 2%
CDO A7 €H A% |67%|67%|67%| Y AZI€HAIE% | 06%|82%| 322%
(Non —Zero Loss)Z 8 » kb (Non —Zero Loss)Z & 4 Fb

CDO # 7| 28R4 % 0.0%| 0.0%| 1.4% Y %7 2ERE X 0.0%| 06%| 82%
(Wipeout)Z & 4t (Wipeout)Z. & 4t

CDO # 7% E % 0.9%| 1.7%| 4.0% Y #2718 EHE X 0.2%| 6.2%| 32.2%
(Expected Losses) (Expected Losses)

Source : Nomura Fixed Income Research » ”CDO- Squared Demystified”

F=EUR 0 Nig CDO WEE B —EEZEE R T > EEEH - $15% CDO 275
ZHAEE%: (Expected Losses) HAHE IEE RN > FEEEZA%] Wipeout BE3RIRE
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fEfR o N o HWERGRYEERR T AR > SE RN E EEZEIRIERL H 7>
LRy - MIERRYIEE I E -

#f Master CDO 1y Y SRFIHEZR S > CDO BE B E U > KA HHER
s B CDO (B4 2% ) {#15 Master CDO [ Y SRFIE % & HASEHE 5% b 2= R0
IR SRIGRMREG N > 171 B ¥ Master CDO #) Y RYEF T EIBRITEERITE &
AT EE Eali At “CDO EREEEZ CDO RN SRR T2 A28 ZibdamlE
— ¥
() BRRYEEEAHRE CREEE s 20% 0 & JRUE 40 A

I et 7R At 15 DA B B HE (A - (EAF IR A E EAH R (R EL (Correlation) f25
20%ELEE i - AHBRTE AT RE R R Y& 2 8 = S AT » BB R AIE CDO Fir
PR IS E A E M (Overlap) FEE » EB+— ME+ =95l B RERNEE
B CRELR 0% K2 m Ry 20%0KF > ¥fAfE CDO K 3#f Master CDO By Y SRFIHH M. 52
2

100%

90% [
80% [ O Correlation=0%

0% H W Correlation=20%

60% [
50% [
40% |
30% [
20% [
10% [
0% —

| e s = s s s | =m

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Source - Nomura Fixed Income Research > ”CDO- Squared Demystified”

+— WA AEFRAABMLET AL CDO #H A5 &

100%
90% 1 ECorrelation=0%
80% W Correlation=20%
70%
60%
50%
40%
30% [
20% [

10% I s | L I:I L L J

0% —

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Source : Nomura Fixed Income Research » ”CDO- Squared Demystified”

+= Ze9FAEFFE BT Master CDO 85 Y £ 748 % »
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kv AR E AR EAAKRMETH Master CDO &9 Y A ZIBRZ B E

271Y @ AEK 8.2%
A8 (Non —Zero Loss)
i Z AN
1 A7]Y 24k | 06%
# ( Wipeout )
4 2 F
0 A71Y MERKR | 6.2%
( Expected Losses )
7Y gEAEK [271%
78 (Non —Zero Loss )
Ll ZENM
1% Z7)Y 2% | 105%
# ( Wipeout )
& 2B
0% 725 Y zak | 231%
( Expected Losses )

Source © Nomura Fixed Income Research * ”CDO- Squared Demystified”

FLBFRE AT4 » P98 CDO J Master CDO [y Y SFIE. S BUMEA40E « M
AR %8 - 5 2 B R SME CDO U134 Wipeout HUHESREERIN - £ PUFH 2
BT M AIRISBERE B 20%F5 - Master CDO FIHISZIR 2, % SR K MM R A iR
HEA BRI BHAK ARG (Wipeout 1) IR » (EEURITRE] 1%+ EE]
10%75 4 + BRAIRIEE -
(Z) ERRIBEE

[P B 1 L i 1 e HE R R MR % » (IR 3B A B & U SR B (E Lk 0 T
o &+ = K&+ V9535 UﬁE/TffﬂfE’inzaE%’J OB 1% > 1.1% K 1.5%0E » % CDO &5
S ¥ Master CDO 1Y Y RY{B i 5
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B+vw ey EETEIELET Master CDO 89 Y £ 748 % 4 Fe

SR IL B (B EDE KRB/ NE SR - BIAE CDO /%1 K% Master CDO 1 Y
G {E s R E SRR 8 > UH 2% Master CDO 1Y Y A% HYR2 ZE I H BURL >
A1 EEARIE 1%WITE 1L1%EF - CDO” 25 Y $85E H 5.2 EBEEIE 0.01%
FHE 2.61% 5 HIERRE 1%FE 1.5%8F - CDO* %51 Y BAZEH 72 HHERE
fE 2.61%H TRy 41.2%MEKHE - ILFERGIEEM T — R AW ER - T/ 8m CDO
JE\ b BRI > B AN AIANE -
QLPRELE S Jibj-Z

FEBEAET > Rl T EICREER 20% ~ 30% K 40%KF YR8 > A5 R A
PR TLR BN o R 0 BT Master CDO By Y SRYI2 B ELS HINE
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CDO ZINBUREREZ - HERFEE - BRI 40%F (K2 20%/FF > Master CDO
Y RIMBRZEB AN ERERE 1%RFE 46.28% > +o3B AN - £F%
CDO’ Efhth » B ERMCRIMHEIEAERNES > & (REEE K WTEERE
57 A B R - EEEE -
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CDO’ BRI » BHAE TG I LB 58 <9 BB (Cliff Risk) "2 > /2 CDO’ it &
REJE P -

By THE— DO B R ER R > PR A A A B R E B IR i - REE—
AfEg CDO MR EET L | H8tatE - WtE—WE CDO it 50 H&it (50
EEEE > &G 2%) - F—ANE CDO ByAFIHIE 2.5 HE (50X5%) » HX
MEAZ AR 2.5 HE © 1£ 40%EIHCRT » AR EEENIER R 60% » E{RE
(& EBEMGARE CDO /1 1.2% (2%Xx0.6) - 5 » F—AE CDO %
5% (H2.5 HETT) FIRGE - AHER 4 (5%+1.2%5 2.5+0.6) fRAYEERER
{HEIEE 9 [AFEME E 42K > HIE% CDO B2 5 100%85 (5-+0.6 5 10%
1.2%) (RE+L) -

Master CDO R %A% 125
ERE X E
Y £555A—  0.625 B E
0.625 B ¥ — RIEAL

TCDO1 CDO2 CDO3 CDO4 CDO5
%7
B —» 2.5m 2.5m 2.5m 2.5m 2.5m

2.5m 2.5m 2.5m 2.5m 2.5m |[€—RIEE

HF— 120
My iE 4948
4% 0.6m

HF—126h
My iE #94R
4% 0.6m

H— 1%
My iE 4948
% 0.6m

F— 126
My iE 4938
4% 0.6m

HF 1264
Mg #94R
% 0.6m

+& B CDO*> &0y 2244

HfS CDO* 1% 5 {HAJE CDO » KL E# I » Master CDO £ 20 {EIZfIY)
SEAC R (4X5) A NEZEL S HEEES—EREEET > 88 5 [#EQ
EREFE—NE CDO » 825k & #F] Master CDO FJRIERL » B XIER Wipeout »
B4 T FEEEEE (0.6X7) > Fili{F CDO* [ Y AF{E% 4 Wipeout » FHILT]
Ho BFEREASUR R s A IR A -

B2 2 i 250 CDO® BB - $HFSERIZE AR I - RIS AT 1 15 55
F & EERYEE (From the Best to the Worst Scenarios ) “JILLEE - £ &IFHIEE
b SERE AR M BB 5 (Occur Evenly ) HYIR{E - JRE1EE A 2 A A N &
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CDO HYRMARLEL © FHRCHE |, A BRI TE S - SZ A AR D {EE AR —
M{ENE CDO - Hifpaz CDO BRI = 8HEK ﬁﬁﬁé@??ﬁl CDO A&k
RIS &R > B CDO” B FT AR Z W KIHELR - PhFE” BFEER A5 B
b2 BN EARRE ~ SERME - (RERCRELE A BRI - AR E R EOR -
RAMRAIH Ll Bl > 73 BB EAE " R AF B 5 R e I B 5T
CDO* RIEN K A5 Y 2 E0EZ 48R0 - Fras En IR EHE -

=

&1

pa i1}
i3

RE ORMFHEEEFIROHER T CDO’ 2R A X E LR A

" ¥ RGFERTE RFERITE
2 #H HHBABEA B | EHBEAE L HA
Master CDO X JiE 4% 22 5
B 100%06948 %
Master CDO #4 Y % 7] 23 7
25 100%5938 %

Source © Nomura Fixed Income Research * ”CDO- Squared Demystified”

RPEUR - AERIFES T —HEEE 22 - 23 #EF%H > Master CDO XE
(ke Y SRYVESA G # 4 100%A1% - FHEH - EREAES T EHMHEERE
PRk 2] 5 K 7 (8 - A REERSE R R R RUEREE -

a2~ EB 5
2006 £F 4 H > BR/MEIRFT R CBO’ » th— CBO 2K FE R FE % (5 f5 i (E e
A HEREMERE 28 EE5HESRHE 1 E3ETT "Gzl CDO (AfFILL SCDO f&

W) 7 o T2 iR E 2 o WA NSERY] ) 2R twAAA—
Al ~ twAAA—A2 ~ twAA ~ twA ~ twBBB F XA Zmsaes (HE+/0) -

PR BT A LB E WARAT I A PR 8] B AT AR A ARG ARAT 2006-1 TR A K A B AN
B#1536% 2B AN ERAEZ - 2006
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BATA twAAA-A1 58.49% (71.54%)
— 3G A
_, BREBER | —
1 PR
—— AEIMAR twAAA-A2  16.60% (17.854%)

FA IR
% 5 REE A twAA 8.83% (108 4% )
twA 8.92% (109 4% )

twBBB 4.66% (10.9 4&)
RIEDL 4.50% (5.59 4% )

FHROR ¢ R/ME4 CBO i3k
B+ % k/AE4AE CBO 2244

SCDO EARFMEER M » 2 HENH - MR A L2 —Eiiiy CDO?
» {HIEH RS CBO fu#& 1 SCDO - 1§ H & {EHE{Pl CDO® MyaTafR - KRy 2R f# CDO
HIREES -
(—) SCDO Fyfut

ARZEETLFHE SCDO (R EEEM 40% - 3%3%ETT.2 SCDO & Merit Holdings
Ltd (f&ifH Merit) Fr# 17,2 Merit {§ HEMGESEZ (fHH Merit Note) o Merit
Note RLUE &K HEHR] (Credit Default Swap ; CDS) EH 52 Dow Jones CDX
NA IG5 (f&#§ DJ CDX NA IGS) HYRERYEE (—3HAF 125 8 ) -

ik CDS X5 72 K1E > (EHREE ST (EITHRT) KB ESZfT CDS #f]&
(Premium ) F{5HREE /7 (Merit) > DIHEE CDS EREE A EN > HR
FHEAE IS A E MR - BEHRESE HHIUSHEZEF] - Merit HEHZE—
%2 5 -5 (Vehicle) » HHEZELT Merit Note » & ABEE - Merit Z{TEZF 15
Z &4 (Proceeds) FTFHE LS EFEHMENES » BIESFIEREE » Merit
Note .27 Z2 S HIZK B A _Fl(Z IR FEE T2 (2 CDS M & KIERE E 2 e -

HIFWEERAEN > A Merit FFEREREE @ FREBMGEHKRES TN
B o ER 0 EEELIRE Merit Note FfR&E AKIE - M52 REAA BEEW
EHRIEE /5 > & $E DJ CDX NA IG5 Index #EHYE 7 HY(F F A fr -

DJ CDX NA IG5 Index & FFIE 4 :
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DJ CDX NA 1G5

FRECHLAL

B ALERGEIEALEFETN  FHRABRATFRAL

B ABE6EAT SERERAEHIBRIHEEGUERNLE TR

B 5 6 EARMRIBEMR > HRFFF L Baad/BBB-HFFRZ A & G ey A
SR

B 5 EEASFEReWFERI —ERTHEESA

WS 125 MR TR BKEWEALETRALAEAYEYATHERS
HIEBEABES

TRECR

W S5 EEAsFERpisiEERAR (0.8%)

B isHAHZIRASE S FA10 45

B 553 A9 AkdauiEk

B CDX Series5 # 2005 5 9 A 3 &

W A NS ) A B XA a9 AR AL » KR PTA S B A RATH R R RATH
TRUZHEENEGRE > KX HETFERASREAMTLER S

DJ CDX NA IG 5 Frd# s R & 2 B S 0l ~ RPEE o0 i A e+ U ke e —+-
FNBH/RFEIC SCDO (Merit Note ) BT - B2 AL AN B —+— -

4%k (Financial ) : 24 Consunier F"’l"‘;‘o‘/zi"‘l
H &M (Consumer) : 37 20 Tny
Fk - gaedEE (TMT) @ 22 1%
A&7 (Energy) : 14

=3 1 . Industrial T™T
T ¥ (Industrial ) : 28 o .

HHROR ¢ K M54 CBO iR
+7/ DICDXNAIGS5 i &40t d2 & E0th
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123 % %, ¥k 451 R
AAA 3.20% 4 T
25.00%¢ 23.20%
AA 1.60% 2 20.80%
AA- 2.40% 3 o 1520 | Il
A+ 5.60% 7 O ——— amor 154024 13.50%
A 15.20% o 1]
10.00%}"
A- 14.40% 18
BBB+ 23.20% 29 500 30%1.60%
BBB 20.80% 26 )
BBB 13 600/ 17 0.00% AAA AA  AA- A+ A A- BBB+ BBB BBB-
- . 0
Eiches 100.00% 125

FHARR K RM54 CBO 3R

—+ DJCDXNAIGS 24tz 420y 6212 A7 5 0

.
~
R 5%

% 70 SCDO #4715

Merit Holdings Limited(3%#» Cayman Islands <

4
B 474 (Issuer) 7R B 802 7))
2% HE# A (Arranger) 7& 474 47 Standard Chartered Bank
7 5 #H5 (Rating Agencies) Fitch Ratings
Fa313F % (Expected Rating) A

2 36 #% #E(Trustee)

Deutsche Trustee Company Limited

++ F X 22 A (Calculation Agent)

% 374R 47 Stander Chartered Bank

% % 7 #&(Transaction Type)

¥ — %k #47 (Single Tranche Notes )

4% B A&
(Notional Amount)

USD 150,000,000

#4718 #%(Issue Price)

100

%47 B (Notes Issue Date)

2006 54 H 18 A

A F|H A
(Notes Scheduled Maturity Date)

2011 %2 A 10 B

(Notes Repayment Schedule)

EBMTARE A —RMEEL B KE

Z & #| % (Interest Rate)

FA] % USD 6-Month LIBOR + 0.5167%

Fl 8 XA R
(Interest Payment Dates)

ABETARETACI AN AEFZ 2 A
10 B% 8 A 10 B 5% A4 E1EAZ 4R
A2 BRZHAEFELZA B TR - F—1AF
B ¥ 48 %2006 %8 A 10 A »
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3t 8. & ##(Day Count Basis) Act/360

X %] & % (Settlement) Clearstream

77 (Listing) kT
RERERHFERBEAETZIHTERNETRE

FERE R K - - .

" - s ke £ 1R A2 SIRT 2] 28 RIE - (D)

LadAtE AL AR | SERASLAASR A (]

: CDS 34 i ] 2 AR -
(Writedown of the Notes) 2 Q) {;,i%ﬁ a5 o ,;%Q; RFdlzad
# 3% 7= (Governing Law) English Law

CDS 7t % #1 F(CDS Provider)

7% 3748 47 Standard Chartered Bank

PR K A e
(Underlying Portfolio)

Dow Jones CDX NA Investment Grade Series
5(DJ CDX NAIGS)pi 4B % 125 AR E & -

1% H 32 5% (Attachment Point)

p%

TR AR K &ME42 CBO fidk

.......... %ﬁﬁﬁz SCDO sammnammn,
CDS R & SCDO QR v
WA AT UL > ,
(AR BB | dRARERS) | s
T T
v wman v ?
30-100% | i
bt 3= FIRBA D3
125 CDS CDX | 15-30%
NA IG5 H
(125) 10 - 15%
Single name BRiBERE 7- 100%
13 FBHI SR N
0-3%
FH AR K A5 CBO HR <:::>
B =—+— £ SCDO #§% 5 %24

(=) SCDO Z &Y il gz

HIiA5% SCDO & 3%HyRNERL fr7E » JREI 125 {EFEHYE EHE AE#E - H

TR 3% > It SCDO WA g H LM -
ETRANEEAER) > Ik SCDO & % th U 4%HIiE%K - ARt SCDO A

125 (AN EEFEERZSESR
H7T 3% (

AP) £ 7% (DP) A% (2HIE 10.13) -
e T BB BT A S E e, (ISDA | International Swaps and
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Derivatives Association ) EF @ ¥ E(EHENEAHEWT ¢
1. H¢ & ( Bankruptcy )
2. =BT (Failure to Pay )
3. (BB AC X 3&E ] (Obligation/Cross Default )
4. B EERTEIHE (Obligation/Cross Acceleration )
5. 5@ EAEHHTE(E (Repudiation/Moratorium )
6. B EEL (Restructuring )
ARZEFEITT SCDO RV (5 B E FIEMRE — K I - HRAEETTEHE

9 SCDO {1 %& il & & i (5 G M E KRBV LB - R & AR 7] Zii SCDO 2 3 F &
Wi o %90 SCDO 2 %17 B b » 3 (7 38 A0 20 8 8 4 (5 PR £ R LIRS C
Recovery Rate) W[E{a[fHFZE - 3£ SCDO HRIEHIE 7 A 8B 2 Sl EZE - TRIR
LA E8 42 B AR E (Industry Credit Bvents Cap) » U884 — (BFEHY
EEGHENSEGF (BmZENEEKEM—EESR) » Bl EEEKETT
SCDO HHH.Z k18 -

(=) BRI Z

B TR REEN R B2 > 3R SCDO fyEIIRE R 40% » 7£3% SCDO HiH ¥

TERENEER > 5TEEL CBO BYELEN - 2140 ¢

LR EES | {ERELRE - SCDO 865 0.48%{(1/125) X (1—40%)} » {HHEH 3%HY
{5 FBg5s - Kt CBO N A (L8 -

2. B EER T #ERIEF - SCDO 255y 3.36%{(7/125) X (1—40%)} » f1# 3%HI(E
FH¥g 5% > CBO BYRNENL 75 A IE#E HY 3% 3 HUHR K -

3R EESR 8 {(EFEFNF - SCDO KKy 3.84%{(8/125) X (1—40%)} » F1# 3%HI(E
Figss > L CBO WYZRIERL Kz twBBB Bl B B8 & 2 4 148 4L -

4. R EER 12 (ERERIE - SCDO KRy 5.76%{(12/125) X (1 —40%)} » 1# 3%H]
{EFHB5% > LI CBO AYXIE(T ~ twBBB ~ twA ~ twAA K twAAA E5EE R HEEL 45
HItEK -

(P4) SCDO #E 2 /s CBO HysZ 2

FKEBURTEEIERR 40%89R:% T - & SCDO {5 CBO &z 40% {1 -
H SCDO fx KBk B HMBE A 4% » SCDO & HENF HHEAK/EIR CBO
2 fe 75 AH Y 82
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ikt FHRBHF /MG CBO &

2w mo | % %A |HF /464 CBO s
28| mik . ;S;&C;rl’) ?uijé ﬁggzgﬁiwu e
; ; ;
Reigj;ry Tr:n/::)he Ség)]fo 4%Tranche 40%SCDO
1| 0.48% 0.00% 0.00% &
2 | 0.96% 0.00% 0.00% &
3 | 1.44% 0.00% 0.00% &
4 | 1.92% 0.00% 0.00% &
5 | 2.40% 0.00% 0.00% &
6 | 2.88% 0.00% 0.00% &
7 | 336% 9.00% 3.60% JORLE % 3 4
8 | 3.84% 21.00% 8.40% KOBf % 35 o twBBB
9 | 432% 33.00% 1320%  |JORfe% Z# A » (wBBB » twA -
10 | 4.80% 45.00% 18.00% | RJAf:% &4 » twBBB » twA » twAA
11| 5.28% 57.00% 2280% | kIRfE% RS > tWBBB > twA » twAA
12 | 5.76% 69.00% 27.60% "‘t’\'f&riﬁé 0 tWBBB > twA > twAA

FHROR ¢ R/ME4 CBO i3k

HREE . EENEERE 6 [#EDh0 6 {EEHENFEHE - CBO A LM
Bk Rz E#4AE 12 [EEFEREQSEHE > frER CBO ZFRE#EEBL - RigE
FEHIFCHE > Dow Jones CDX NA Investment Grade 2% #HEHLAZR » 55—(F H EME—=%
A5 HERN BFIIERVEZE By Delphi /2 H] » Delphi HIE5IY 2 (ri# 1R » #KHH Dow
Jones CDX NA Investment Grade Series IR IAE R 0 G EIZXREBERELEARS
) 62% ° LLBLHEZ » SCDO & {5 53 & & pl B AR /&R CBO R IR 13U -

TNEFEEFTEE » 40%EIERN R ZHREE & —2WE L EE) > S5
HE AR ARRE - Bl i H S Rt & A Pk ay e - AR -
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