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Asset-backed securities (ABS) and mortgage-backed securities (MBS) are two potentially useful
investment options available to local agencies. ABS are supported by the pooling of assets such
as leases while MBS are supported by pooled mortgages. Collateralized mortgage obligations
(CMO) are more complex financial instruments as the income received from the mortgages is
passed to investors based on a predetermined set of rules, and investors receive payments based
on the specific layer of mortgages (called a tranche) in which they are invested. This webinar
will include:

1. A description of ABS, MBS and CMO, the types of securities supporting each, and their
structures and characteristics.

2. Legal code restrictions for the use of ABS, MBS and CMOs under Government Code
section 53601 (o) with regard to maturity, ratings and portfolio limits.

3. Examples, valuations, transactions, and credit monitoring of structured pooled securities.

4. Analysis required to determine if these pooled securities meet the investment objectives
for local governments as stated in their investment plan and policies.

5. Types of risks associated with each type of instrument.
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http://www.investopedia.com/terms/a/asset-backedsecurity.asp
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