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An Objective View of Securitisation
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Lacking omniscience, survival requires that we ignore some details when we make decisions, and
we choose to ignore those that seem inessential. Financial technigues, including “securitisation”
are structured, to a certain degree, under the assumption that “seemingly inessential matters” will
be ignored. This neglect of such matters leads to the expansion of unexpected risk. This type of
risk can be described as lying in “deliberately untouched” areas. When we fail to account for the fact
that we are ignoring seemingly inessential matters and relying, instead, solely on structures and
theories, we increase the possibility of risks related to these ignored areas. This may cause serious
problems, with insufficient securitization of sub-prime loans as a particular example.
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“There is growing recognition that the

dispersion of credit risk by banks to a broader
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and more diverse group of investors, rather
than warehousing such risk on their balance
sheets, has helped to make the banking and
overall financial system more resilient.”
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