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Underlying Asset Quality, Real Sale Terms and Direct Financial
Development of Credit Asset-Backed Securitization
WANG Jian-feng, XU Wan-xiao

Abstract: The regulatory concept and corresponding measures of Chinese regulatory authorities on the
underlying asset quality of credit asset-backed securitization have improved the underlying asset quality,
but also led to the deviation of credit asset-backed securitization from the source of “easing the liquidity
pressure of banks and reducing the capital occupation”. Taking the real sale terms as the starting point,
this paper makes a comparative analysis between on-balance sheet and true-sale asset-backed securitiza-
tion business to explore the impact of the quality of the underlying assets on the direct financial develop-
ment of the credit asset-backed securitization. The empirical conclusions are drawn by using the credit as-
set-backed securitization samples from 2012 to 2020 in China: When the total amount of assets is set,
the lower the underlying asset quality is, the larger the issuance scale of credit asset-backed securitiza-
tion will be. Compared with big banks, small and medium-sized banks will be more sensitive to the un-
derlying asset quality standard. The mechanism test shows that: first, the lower the quality of the un-
derlying asset is, the higher the probability that the originator adopts the true sale clause. Second, the
higher the probability of the real sale of credit assets, the stronger the lending capacity of financial insti-
tutions, thus providing more basic asset sources for the issuance of credit asset-backed securitiza-
tion. Further analysis shows that when the originator and the special purpose vehicle are independent
from each other and the special purpose vehicle has strong management ability, reducing the underlying
asset quality standard has a greater effect on promoting the direct financial development of credit asset-
backed securitization In addition, the paper finds that moderate expansion of the floating range of eligi-
ble underlying asset quality will not significantly increase the default risk of credit asset-backed securiti-
zation. The study can provide enlightenment for the reform of credit asset-backed securitization access
policy and the construction of direct financial channels with Chinese characteristics.

Key words: credit asset-backed securitization; real sale terms; underlying asset quality; direct finan-

cing; contract theory
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