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Abstract: During the past few years, in the recent post-crisis aftermath, financial, banking as well as non-financial 

institutions around the world are exploring new alternatives to better secure their financing and refinancing demands 

along with the improvement of their risk management capabilities. We will exhibit herewith a theoretical and applied 

comparison between the true-sale and synthetic ABCP securitizations as financial markets-based funding and risks 

mitigation techniques, highlighting certain key structuring and implementation specifics, discovered during the 

research, on each of them. 
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1. Introduction 
The main objective pursued throughout herewith research-paper is to grasp a few particular insights 

concerning capital markets-based funding, investment and risks mitigation instruments and techniques by means of 

true-sale and synthetic ABCP securitization toolbox analysis. We will feature some key design, structuring and 

performing attributes by the use of individual assessments and similarity resemblances linking these two distinctive 

financing and risk management devices. 

The research methodology employed within the research-paper is based upon qualitative research method, in 

order to gain the understanding of the underlying reasons and motivations, along with quantitative research method, in 

order to quantify the data and to generalize the sampling results. The undertaken research methodology is providing its 

concluding findings by means of individual assessments and similarity resemblances linking true-sale and synthetic 

ABCP securitization funding techniques. 

The theoretical and, especially, the applied contributions of this research-paper come in the form of 

emphasizing the main distinctiveness features of each type of ABCP securitization methods, both from their theoretical 

and applied nature, and to provide meaningful guidance in terms of their individual implementations on the real-life 

financial markets’ asset securitization transactions. 

2. ABCP Securitization 
Commercial paper (CP) is a generic term used to describe effectively any high-quality, liquid and negotiable 

senior unsecured promissory notes with an original maturity of not more than 270 days in the US and 365 days in 

Europe and Asia. Since traditional commercial papers provide issuers with direct access to capital markets investors 

they had become in recent decades a paramount key short-term financing alternative for companies, local authorities 

and governments. 

Consequently, the CP concept have been developed and thus the CP market evolved to the design and 

transaction of the so called Asset-Backed Commercial Papers (ABCP), which are short-term debt, usually restricted to 

a tenor of no more than 270/365 days, issued on either an interest-bearing or discount basis, whereas ABCP Programs 

are a special type of receivables-backed short-term capital-markets based financing vehicle. 

Originally, ABCP programs were developed by major US-based commercial banks with the purpose of 

providing supplementary incentives in terms of costs and conditions to the receivables financing of their customers 

base, while today ABCP programs are implemented, in addition to commercial banks, by large corporations; industrial 

and equipment manufacturers; export/import trading houses; nationwide retailer chains; etc. Hence, today asset-backed 

commercial paper programs provide the most valuable, flexible and fully customizable alternative of short-term 

market-based financing. 

Furthermore, during the last few years a new type of CP have emerged, which is in fact a development based 

on the ABCP concept, called Collateralized Commercial Papers (CCP), whereas the new CCP Programs allow 

institutional investors to purchase CPs issued by entities conducting term-repos. Unlike conventional CP Programs and 

traditional ABCP Programs, which are both based on the concept of unsecured promissory notes, CCP Programs are 

implemented, out of major banking groups, by means of extra asset collateral in the form of repurchase agreements 

(repos). Hence, one can note that CCP Programs are actually a mix of traditional cash ABCP structures (they employ 

the SPV Conduit in the issuing process of CCP, although the notes are issued directly by the transaction’s initiator), 

however they do not involve the backup liquidity facility traditionally used in any ABCP securitizations, but instead 
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they are making use of the additional asset collateral facility to provide an extra security layer to the CCP investors. In 

this way, CCP Programs resemble functionally with the repo-backed ABCP conduits but operationally they are 

performing similar to the covered-bonds technology. [1],[2],[3],[4] 

A) ABCP securitization structures 

An Asset-Backed Commercial Paper Program is established throughout a bankruptcy-remote Special Purpose 

Vehicle (SPV), called in this case the Conduit, established by the program sponsor, which is the actual issuer of 

Commercial Papers (CP). The Conduit uses the proceeds of money-markets issued ABCPs to acquire interests in 

various types of long-term performing (non-defaulted and non-delinquent) underlying assets, through cash-based asset 

purchases, by undertaking synthetically exposures over the reference portfolios, or via secured lending transactions. 

The underlying assets consist of a large spectrum of eligible asset classes, which include: trade receivables, credit-card 

receivables, consumer-debt receivables, auto/equipment loans & leases receivables, corporate/government bonds & 

loans, securitized instruments (ABS, ABCP, MBS, CDO), any other types of short- and/or medium-term financial 

assets. Thus, from the underlying assets seller’s perspective, an ABCP Program is a just an alternative type of revolving 

short-term funding facility, where the seller is replacing maturing receivables with new issued receivables on a 

continuous basis. [13] 

Consequently, each transaction funded by the ABCP Program is structured similarly to a conventional cash or 

synthetic long-term ABS securitization, however it has a much shorter-term view according to the ABCP 

securitization’ operating specifics. Any ABCP Programs features some key functional components such as credit 

enhancements mechanism, which provides loss protection, and liquidity facilities system, which support the timely 

repayment of issued CPs, whose repayment depends on: (a) cash collections of the incomes generated by Conduit’s 

underlying assets portfolio; (b) Conduit’s ability to roll-over the ABCP Program by issuing new CPs and/or to acquire 

additional asset interests; (c) cash-flow timing mismatches; etc. To further protect investors from potential credit and 

liquidity risks, ABCP Programs employ additional structural protections such as ABCP stop-issuance flags and wind-

down triggers. [14] 

 
Figure 1. Simplified generic ABCP Securitization transaction structure 

Source: Author’s representation 

Credit and Liquidity Enhancement Mechanisms 

Generally, the ABCP Conduit relies on the rolling-over technique to finance its continuous short-term trading 

operations (i.e. the proceeds of new ABCP issuances are employed to repay maturing ABCP notes), though, this 

process allows the ABCP Program to fund even longer-term assets on a continuing basis. However, to protect the 

investors of various inherent transaction risks (impossibility of issuing new CPs, credit and liquidity risks, etc), to 

ensure timely and fully repayments and to warrant continuous funding operations to the program’ seller, each ABCP 

Program has implemented backup credit and liquidity facilities. 

Such special facilities must provide sufficient capital (an aggregate figure equal to that of non-defaulted 

underlying assets) to: (a) cover the face amount of issued ABCPs; (b) absorb seller’s bankruptcy risks; (c) cover 

various asset servicers’ risks; (d) prevent underlying asset portfolios vs. CP repayment obligations’ cash-flow timing 
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mismatches; (e) avoid the impossibility to issue new CPs and/or to acquire additional asset interests; (f) cover potential 

maturity mismatches between ABCP Conduit’s short-term assets and long-term liabilities; etc [9], [13] 

One must note that in any ABCP Conduit such combinations of credit and liquidity facilities are implemented 

at both the transaction-level (providing protection against each transaction risks) and at the program-level (providing 

protection against losses occurring in all the underlying asset portfolios). [12], [18] 

B) Motivations of ABCP securitization transactions 

Originators, credit and liquidity providers as well as investors share multiple motivations and objectives when 

engaging in ABCP cash and/or synthetic securitizations. 

Thus the main originators’ objectives can be broken down as: (a) optimization of the economic and regulatory 

capital management through increasing the capital relief ratios; (b) enhancement of financial ratios (RoE); (c) costs of 

capital management optimization, since ABCP securitization provides the lowest possible cost of funding; (d) 

improving of overall cost of funding; (e) optimization of funding levels that can be raised; (f) cash ABCP securitization 

allows the achieving of off-balance-sheet treatment and permits off-balance-sheet funding; (g) it represents an 

innovative tool to reinvest the short-term ABCP proceeds raised in the money-markets to the medium- and longer-term 

ABS/MBS/CDO securitization instruments; (h) enhancing the liquidity and depth of the global securitization markets; 

(i) enhancing the overall incomes management by means of generating additional fee-incomes through managing the 

ABCP Program; (j) possibility to implement various arbitrage strategies; (k) optimization of the risk management by 

proficient short-term risks diversification; (l) diversification of short-term funding sources, reducing the funding risks 

and enhancing the capital raising management; (m) optimizing the balance-sheet management; (n) optimizing the 

overall assets liabilities management; (o) expanding debt capacity; (p) enhancing the liquidity management; etc. [5],[6] 

The main advantages of ABCP investors include: (a) optimization of portfolios management by means of 

diversification to this new asset class; (b) improving portfolios’ returns management, since ABCPs feature higher 

spreads than comparable rating non-securitized instruments; (c) enhancing portfolios’ risk-adjusted returns; (d) 

providing with the ability to tailor risk/return profiles by providing better risk/reward performances; (e) providing 

exposures to asset classes and securities that have a low correlation with other traditional portfolio components; (f) 

affording internal portfolio diversification by means of multiples geographical originations; (g) investing in rated 

instruments; (h) improving portfolios’ risks diversification; (i) enhancing the overall risks management; etc. [5],[6] 

C) Types of ABCP Programs and Conduits 

Generally, the ABCP Programs can be classified in two different ways. (1) The first approach is to group them 

by the type and the level of external credit and liquidity support provided to the program. Thus, ABCP Programs may 

be considered as: (a) fully-supported, where the repayments depend primarily on the credit strength of a third-party 

credit enhancer; (b) partially-supported, where the repayments rely to a greater extent on the underlying assets’ quality. 

(2) The second approach is to categorize ABCP Programs by their type. The main program types are: (a) single-seller 

conduits; (b) multi-seller conduits; (c) arbitrage conduits; (d) structured investment vehicles; (e) loan-backed conduits; 

(f) hybrid conduits; (g) repo/TRS conduits; (h) CDO conduits. Nevertheless, one should note that any ABCP Conduits 

listed in the second approach are actually structurally designed and implemented with either fully-supported or 

partially-supported credit and liquidity enhancements. [16] 

The most relevant financial risks that ABCP investors can confront with are the credit risks (i.e. the 

receivables can suffer losses and may not be fully collectible) and the liquidity risks (i.e. collections on receivables vs. 

repayments of maturing ABCPs can bear timing mismatches). Typically, any ABCP Program handles such risks by 

means of a large mixture of credit and liquidity support facilities, treated at both the transaction and program-wide 

levels. Thus, at the transaction-level, each ABCP operation is structured, from the credit risks mitigation perspective, to 

have first-loss credit enhancement mechanisms (i.e. overcollateralization, etc). Furthermore, at the transaction-level, 

each ABCP operation is structured, from the liquidity risks mitigation perspective, to ensure the timely and fully 

repayment of ABCPs along with the funding of the new assets by means of the purchase commitments (at least equal to 

the amount of ABCP issued) and of the fully-adjustable credit-lines facilities (to cover unforeseen expenses and/or 

temporary cash shortfalls). On the other hand, from the program-wide perspective, ABCP repayments rely on a 

financial guarantee (i.e. credit agreement, surety bond, letter of credit, etc) provided by a third-party to cover all credit 

risks program-wide along with the level of the cash-flows and/or market-value of the underlying assets pool. [17] 

Types of ABCP Programs 

Generally, the main distinction between fully-supported and partially-supported ABCP Programs stays with 

the primary source of credit and liquidity risks borne by the investors. Thus, in fully-supported ABCP Programs, 

investors are primarily exposed to the risks of the external party guarantying the repayments, while in partially-

supported ABCP Programs, investors are primarily exposed to the risks of the underlying assets themselves, hence, in 

this case, they bear a small portion of the transaction’s risks. [14], [15] 

Fully-Supported ABCP Programs 

Fully-supported ABCP Programs can be further subdivided in two additional types: (a) direct fully-supported 

ABCP Program, where the ABCP Conduit is directly supported by an enhancement facility; (b) indirect fully-supported 

ABCP Program, where the enhancement facility supports the receivables financed through the ABCP Program. 
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Nevertheless, in a fully-supported ABCP Program all CPs issued by the Conduit are backed by 100% third-

party program-wide coverage against credit and liquidity risks. The third-party credit and liquidity enhancement 

facilities can be provided in several forms: surety bonds, letters of credit, financial guarantees, credit derivatives (TRS, 

TROR Swaps, basket TRS, etc), irrevocable revolving commitment to purchase assets or to provide secure lending to 

the issuer, liquidity facilities meant to providing continuous credit protection, etc. 

Partially-Supported ABCP Programs 

In a partially-supported ABCP Program all CPs issued by the Conduit are backed by less than 100% third-

party program-wide coverage against credit and liquidity risks, and, thus, the external support facilities do not fully 

shield ABCP investors from the risks associated with the underlying receivables. Hence, in this case, we can speak 

about two distinct supporting facilities for the ABCP Program: (a) the first one, usually named the credit enhancement 

facility, consists of a mixture of credit and liquidity risks mitigation tools, and its purpose is to cover any losses, up to a 

specified threshold, on the receivables; (b) the second one, generally called the liquidity facility, is formed of liquidity 

risks mitigation tools, its size equaling the aggregate ABCP Program size, or the balance between the aggregate ABCP 

Program size and the size of the credit enhancement facility. Consequently, the performance of a partially-supported 

ABCP Program relies both on the performance of Program’s underlying assets pool and on the Program’s structural 

features. 

The credit enhancement facility (which is treated as a program-wide facility) of a partially-supported ABCP 

Program features first-loss credit protection in the form of overcollateralization and/or third-party financial guarantee; 

while the liquidity facility of such a Program (which is treated as a transaction-level facility) provides separate liquidity 

support, up to a total amount of funding commitments made by the program, for each transaction in the conduit. 

Nevertheless, there is a very large number of partially-supported ABCP Programs that implement also a program-wide 

liquidity facility accessible by all transactions operated by the Conduit. One should note that the credit and liquidity 

enhancement facilities of partially-supported ABCP Programs are used, as well, by the issuer to access funding 

necessary to roll-over the program. 

Types of ABCP Conduits 

Asset-Backed Commercial Paper Conduits are highly complex structures that involve a large variety of 

services and providers. Thus, ABCP Conduits constitute the issuing vehicles of an ABCP Program: they issue CPs to 

finance the purchase of short- and long-term assets from one or more sellers. They are structured as bankruptcy-remote 

vehicles, similar to the SPVs used in traditional ABS securitizations, however they feature some ABCP securitization’ 

characteristics: (a) investments carried out via ABCP Conduits are revolving in nature and transactions sizes vary in 

time; (b) ABCP Conduits invest in a large spectrum of asset types and classes, thus a Conduit can have a diversified 

portfolio of on-balance-sheet assets; (c) the main attribute of an ABCP Conduit is that it frequently funds long-term 

assets by means of issuing short-term liabilities; (d) they do not feature a scheduled amortization of on-balance-sheet 

assets and liabilities, due to their revolving nature; (e) cash ABCP Conduits provide off-balance-sheet treatment to their 

sponsors, while synthetic ABCP Conduits provide the same capital relief benefits but without removing the underlying 

assets from the sponsor’s balance-sheet, using instead credit derivatives for this purpose; etc. [10],[11],[12] 

ABCP Programs are issued by an increasing number of diversified Conduit structures, among them the main 

categories being classified as: 

(a) Single-Seller Conduits: it is based on a single collateral provider (originator), namely the ABCP Program sponsor, 

which transfers (via true-sale or synthetically) the on-balance-sheet assets to the conduit; 

(b) Multi-Seller Conduits: they combine the assets of several unrelated sellers (originators) into one single well-

diversified assets portfolio which supports the ABCP issuance, whereas the Program Sponsor must ensure, by adequate 

Conduit’s structuring specifics, originators’ assets segregation; 

(c) Arbitrage Conduits: they are single- or multi-seller conduits set up exclusively to exploit arbitrage opportunities 

(prices, market value, yields, volatilities, maturities, spreads, capital relief, etc) between various medium- and long-

term financial assets classes in which they invest and the short-term CPs issued to fund these acquisitions. The Program 

Sponsor must ensure adequate assets segregation; 

(d) Structured Investment Vehicles (SIVs): they are market-value conduits that invest most of their capital (funded by 

issuing ABCPs, MTNs and Capital Notes with longer maturities) in structured finance products (ABS, ABCP, MBS, 

CDO) and maturity arbitrage transactions. SIVs have implemented strictly operating guidelines with respect to asset 

types, ratings, concentration limits, diversification, assets segregation, etc; 

(e) Loan-Backed Conduits: they are multi-seller structures that grants short-term unsecured loans to the Program 

Sponsor and its originators. They can be established also as a funding vehicle for the on-balance-sheet loan portfolios 

held by a commercial bank, in which case they are operating similar to CDO securitizations; 

(f) Hybrid Conduits: they combine features of more than one type of single-purpose conduits and hence they are 

construed accordingly, Program Sponsor being required to ensure adequate assets segregation. They are usually multi-

seller conduits that invest in loans, securities, arbitrage transactions, etc; 

(g) Repo/TRS Conduits: they are formally funding their assets mainly through repo and credit derivatives (such as 

TRS, TROR Swaps, basket TRS, etc); 
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(h) CDO Conduits: called also SIV-lites, they are financing (partly or in full) the acquisition of specific medium- and 

long-term CDO tranches by issuing short-term ABCPs, hence they are actually operating more like traditional CDO 

SPVs than like traditional SIVs. 

3. True-Sale ABCP Securitizations 
In terms of assets securitization, the asset-backed commercial papers (ABCPs) are defined as collateralized 

short-term debt instruments (identified as Commercial Papers (CPs)) issued and constantly rolled-over by special SPVs 

(called ABCP Conduits) that are employed to finance investments in short-, medium- and longer-term securities. The 

CPs constitute the Conduit’s underlying collateral of the newly issued ABCPs, hence their nature as asset-backed CPs. 

Mechanism of Cash ABCP Securitizations 

 
Figure 2. Simplified generic True-Sale Single-Seller ABCP Securitization transaction structure 

Source: Author’s representation 

 
Figure 3. Simplified generic True-Sale Multi-Seller ABCP Securitization transaction structure 

Source: Author’s representation 

The ABCP Program’s originator(s), also referred to as collateral provider(s), sell certain eligible (in terms of 

rating) assets classes to the ABCP Conduit in order to secure an alternative funding venue, whereas the Conduit 

finances this acquisition by issuing fresh short-term ABCPs (along with medium-term MTNs in many cases) which are 

placed and sold to institutional investors. As a general rule, all these new issued ABCPs are backed by credit and 

liquidity enhancements either at transaction-level or program-wide level, or even both, depending on each Conduit’s 

structuring specifics. By its true-sale nature, the cash ABCP securitization provides transaction originators with off-

balance sheet funding by means of short-term CP issuance in a revolving secured-loan facility. The cash ABCP 

securitization is based on the true-sale securitization principle, which translates that a legal separation, isolation, 
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segregation and ring-fencing of the transferred eligible assets take place in respect to the ABCP Program’s 

originator(s). 

Objectives of Cash ABCP Securitizations 

Among the main objectives of undertaking cash ABCP securitization one can note: (a) providing access to a 

new valuable and flexible short-term funding alternative; (b) offering access to capital markets investors as financing 

providers; (c) affording lowest possible cost of funding for transaction originators; (d) providing sizeable short- and 

medium-term funding capitals for the originators; (e) increasing the credit capacity for bank and non-bank lenders; (f) 

investors achieve portfolio diversification via investments in an uncorrelated asset class; (g) optimizing investors 

portfolios’ returns and risk/return profiles; (h) expanding the nature of asset classes to invest in; (i) removing the assets 

from the originator’s balance sheet; (j) attaining economic and regulatory capital relief; (k) removing the financial risks 

related to the transferred assets from the originator’s balance sheet; (l) achieving off-balance sheet treatment; etc. 

[5],[6] 

4. Synthetic ABCP Securitizations 
In this case, the ABCP Programs maintain their basic characteristics in terms of collateralized short-term 

funding operations, however the implementation scenario is based on acquiring synthetic exposures over the underlying 

collaterals instead of the true-sale approach. 

Mechanism of Synthetic ABCP Securitizations 

 
Figure 4. Simplified generic Synthetic Single-Seller ABCP Securitization transaction structure 

Source: Author’s representation 

 

 
Figure 5. Simplified generic Synthetic Multi-SPV ABCP Securitization transaction structure 

Source: Author’s representation 

109



Annals of the „Constantin Brâncuşi” University of Târgu Jiu, Economy Series, Issue 6/2015 

 
„ACADEMICA BRÂNCUŞI” PUBLISHER, ISSN 2344  – 3685/ISSN-L 1844 - 7007 

 
 

The synthetic ABCP Conduit gets access over the Program originator(s)’ eligible assets by referencing them 

via credit derivatives (such as TRS, TROR swaps, basket TRS, etc), whereas the Conduit issues fresh short-term 

ABCPs (along with medium-term MTNs in many cases) backed by this synthetic collateral. Synthetic ABCP 

securitizations also feature transaction-level and/or program-wide credit and liquidity enhancements, depending on how 

each Conduit is structured at the outset of the transaction. By its credit derivatives-based nature, the synthetic ABCP 

securitizations provide the originators with the same benefits of funding by means of short-term CP issuance in a 

revolving secured-loan facility but without selling the underlying eligible collaterals as in the case of cash ABCP 

securitizations. Furthermore, based on the particular transaction objectives, a synthetic ABCP securitization can be 

structured to provide exclusively financial risks transferring, when only unfunded credit derivatives (TRS, TROR 

swaps, basket TRS, etc) are used, or to achieve both funding and financial risks transferring, when only funded, or both 

funded and unfunded credit derivatives are employed. [5],[6] 

Objectives of Synthetic ABCP Securitizations 

Some of the main objectives that a synthetic ABCP securitization bring to the transaction’ participants one can 

note: (a) providing access, by diversification, to a new on-balance sheet short-term funding (funded and partially 

funded ABCP securitization) and risks transferring (unfunded ABCP securitizations) alternative; (b) enlarging the 

funding providers-base by means of capital markets’ investors; (c) providing originators with the lowest possible cost 

of funding for on-balance sheet financings; (d) supplementing originators’ capitals for short- and medium-term 

funding; (e) monetizing the illiquid and/or untradeable on-balance sheet assets; (f) implementing synthetically, via 

credit derivatives, the asset-backing of newly issued CPs; (g) increasing the credit capacity for bank and non-bank 

lenders; (h) reducing regulatory capital costs; (i) attaining economic and regulatory capital relief; (j) removing the 

financial risks related to the on-balance sheet assets; (k) in case of unfunded transactions, to replace the risk-weighting 

assets haircuts; (l) investors achieve portfolio diversification via investments in an uncorrelated asset class; (m) 

optimizing investors portfolios’ returns and risk/return profiles; (n) expanding the nature of asset classes to invest in; 

etc. [5],[6] 

5. True-Sale vs. Synthetic ABCP Securitizations 
The interaction between Cash and Synthetic ABCP Securitizations is essentially based upon the specifics of 

initiators and investors’ objectives and motivations. According to the facts presented so far, one can note that both Cash 

and Synthetic ABCP transactions are featuring noteworthy short-term funding, refinancing and risks management 

advantages to any participating groups, however each category of ABCPs is providing some particularities that can be 

optimally engaged following specific originators’ incentives and purposes. 

Hence, we will briefly outline herewith further distinctive features of Cash vs. Synthetic ABCPs from the 

practical transaction’s perspective: 

Table 1. Comparison synopsis between True-Sale and Synthetic ABCP Securitizations summarizing the main attributes 

of Cash vs. Synthetic ABCPs 

FEATURES TRUE-SALE ABCP 
SECURITIZATION 

SYNTHETIC ABCP 
SECURITIZATION 

Transaction objectives Funding and financial risks transfer 

(in all cases). Both true-sale and 

synthetic securitizations enable the 

same volume of credit risks to be 

transferred to the ABCP investors 

Transfer of the financial risks (in all 

cases) and funding (just in case of 

funded and partially funded 

transactions). Both true-sale and 

synthetic securitizations enable the 

same volume of credit risks to be 

transferred to the ABCP investors 

Underlying assets and related risks 

treatment 

Assets are sold to the ABCP Conduit 

and all related risks are hence 

transferred to the conduit. The ABCP 

Conduit becomes assets’ owner 

Only financial risks are transferred 

via credit derivatives to the ABCP 

Conduit. Originator remains assets’ 

owner 

Underlying assets regime Become off-balance sheet assets 

related to the originator. Transaction 

reduces the originator’s balance-sheet 

size (i.e. the volume of total on-

balance sheet assets) 

Remain on-balance sheet assets 

related to the originator. Transaction 

does not reduce the originator’s 

balance-sheet size (i.e. the volume of 

total on-balance sheet assets) 

Advantages for the originator Capital relief, risks transfer, funding 

(always), providing of additional 

credit capacities, economic and 

regulatory capital optimization, 

refinancing, portfolio transfer and 

balance-sheet cutback, financial ratios 

optimization (RoE, RoA), acquiring 

off-balance sheet treatment 

Capital relief, risks transfer, funding 

(only for funded and partially funded 

transactions), facilitates the 

separation of funding and credit risk 

management, providing of additional 

credit capacities, economic and 

regulatory capital optimization, 

financial ratios optimization (RoE) 
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Carrying out transaction objectives Revolving short-term funding facility. 

Originator acts as seller of the on-

balance sheet assets 

Revolving short-term risks transfer 

(and funding, where appropriate) 

facility. ABCP Conduit is referencing 

the underlying on-balance sheet 

eligible assets via credit derivatives 

Transaction/Investors losses 

treatment 

A loss incurred in the underlying 

assets pool constitutes a loss for the 

ABCP Conduit. Pending on the 

effectiveness of the credit and 

liquidity enhancement facilities 

entailed in the transaction, whether 

such a loss breaks through the 

transaction’s structure, then it will 

pass-through pro-rata to ABCP’ 

investors 

A loss incurred in the referenced 

portfolio constitutes a loss for the 

originator itself. Such a loss translates 

into a loss for ABCP’ investors only 

to the extent that it is produced by the 

occurrence of predefined credit 

events 

ABCPs Rating The ABCPs rating is pending upon 

the support’ design of each 

transaction and of the overall 

program: in fully-supported ABCP 

Programs the rating depends 

exclusively on the ratings of credit 

and liquidity providers; in partially-

supported ABCP Programs the rating 

depends firstly upon the quality of the 

underlying securitized assets and 

secondly on the ratings of credit and 

liquidity providers. In either cases, 

ABCPs rating is being completely de-

linked to the originator’s own rating 

The ABCPs rating is pending upon 

the support’ design of each 

transaction, of the overall program: in 

fully-supported ABCP Programs the 

rating depends exclusively on the 

ratings of credit and liquidity 

providers along with the standing of 

credit derivatives providers; in 

partially-supported ABCP Programs 

the rating depends firstly upon the 

quality of underlying assets pool and 

secondly on the ratings of credit and 

liquidity providers along with the 

standing of credit derivatives 

providers. In either cases, ABCPs 

rating is being completely de-linked 

to the originator’s own rating 

Transaction/Investors returns 

treatment 

Returns are based exclusively on the 

cash-flows generated by the 

underlying securitised assets pool 

Returns are based exclusively on the 

algorithms computing the correlation 

between underlying assets pool’ 

returns and transaction specific credit 

derivatives’ returns 

Source: Author’s representation 

6. Conclusions 
Both true-sale and synthetic ABCP securitizations constitute the most efficient short-term secured funding 

alternatives available to banking, financial and non-financial institutions in the global capital markets. The ability to 

raise more versatile, adjustable and revolving short-term funding at the lowest achievable capital costs and at very 

competitive terms, to access a broader pool of global investors, to increase the supply of liquidity to financial and non-

financial institutions are the main advantages to issuers involved in asset-backed commercial papers programs. 

In order to capture all the benefits emerging from true-sale and synthetic ABCP securitizations, financial and 

non-financial institutions should run in parallel, simultaneously both true-sale and synthetic ABCP funding programs 

since they are complementing all together, allowing originators to effectively manage the short-term fundraising and 

risks management aspects by optimally interconnecting local asset markets with global financial and capital markets.  
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