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Certificate in Asset Backed Securities (United Kingdom)

Risk Assessment and Modeling

Absolute Priority Rule refers to the order of payment in the event of default or bankruptcy, where senior
creditors are paid before junior creditors and equity holders, a concept crucial in Risk Assessment and
Modeling for Certificate in Asset Backed Securities. Accelerated Amortization is a method of amortizing a
loan where the principal amount is repaid more quickly than under a standard amortization schedule, often
used in asset-backed securities to reduce risk. Accredited Investor is an investor who meets certain net
worth or income requirements and is considered sophisticated enough to invest in complex or risky
investments, such as asset-backed securities. Amortization refers to the process of gradually paying off a
loan through regular payments that cover both interest and principal, a key concept in Risk Assessment and
Modeling. Asset-Backed Commercial Paper is a type of commercial paper that is collateralized by assets
such as loans or receivables, providing a lower-risk investment option. Asset-Backed Security is a security
that is collateralized by a pool of assets, such as loans or receivables, and represents an ownership interest
in those assets. Average Life is the weighted average time until maturity of a pool of assets, such as loans or
bonds, used to calculate yields and returns. Bankruptcy Remote refers to a entity that is isolated from the
credit risk of its parent company or other affiliates, often used in asset-backed securities to reduce risk.
Basis Point is a unit of  equal to 1/100th of a percent, used to express yields, spreads, and other interest
rates. Basis Risk refers to the risk that the value of a hedge or other derivative instrument will not move in
lockstep with the value of the underlying asset or liability, a key concept in Risk Assessment and Modeling.
Cash Flow is the movement of money into or out of a business or investment, used to calculate returns and
yields. Cash Flow Waterfall refers to the order in which cash flows are distributed among different parties,
such as investors and creditors, in a securitization transaction. Certificate of Deposit is a time deposit
offered by banks with a fixed interest rate and maturity date, often used as a low-risk investment option.
Collateral refers to assets or other property pledged as security for a loan or other obligation, used to
reduce credit risk. Collateralized Debt Obligation is a type of asset-backed security that is collateralized by a
pool of debt obligations, such as bonds or loans. Collateralized Loan Obligation is a type of asset-backed
security that is collateralized by a pool of loans, often used to finance leveraged buyouts or other corporate
transactions. Credit Default Swap is a type of derivative instrument that provides protection against credit
losses in the event of default or bankruptcy, used to manage credit risk. Credit Enhancement refers to the
use of techniques such as subordination or overcollateralization to reduce the credit risk of a security or
loan. Credit Rating refers to an evaluation of an issuer's creditworthiness, used to determine the likelihood
of default or bankruptcy. Credit Risk refers to the risk that a borrower will default on a loan or other
obligation, used to evaluate the creditworthiness of an issuer. Debt Service refers to the payment of interest
and principal on a loan or other debt obligation, used to calculate coverage ratios and other credit metrics.
Default refers to the failure of a borrower to make payments on a loan or other obligation, used to evaluate
the creditworthiness of an issuer. Default Probability refers to the likelihood that a borrower will default on a
loan or other obligation, used to evaluate the creditworthiness of an issuer. Delinquency refers to the failure
of a borrower to make payments on a loan or other obligation within a specified time period, used to
evaluate the creditworthiness of an issuer. Discount Rate refers to the interest rate used to discount future
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cash flows to their present value, used to calculate net present value and other investment metrics.
Diversification refers to the strategy of spreading investments across different asset classes or industries to
reduce risk, used to manage portfolio risk. Duration refers to the sensitivity of a security's price to changes
in interest rates, used to evaluate the interest rate risk of a security. Early Amortization refers to the
repayment of a loan or other debt obligation before its scheduled maturity date, often used to reduce
credit risk. Effective Duration refers to the sensitivity of a security's price to changes in interest rates, taking
into account the effects of embedded options or other complex features. Enhanced Equipment Trust
Certificate is a type of asset-backed security that is collateralized by a pool of equipment leases, often used
to finance the purchase of equipment by corporations. Exchange-Traded Fund is a type of investment fund
that is traded on a stock exchange, like stocks, and holds a portfolio of securities that track a particular
index. Expected Loss refers to the expected amount of loss on a loan or other debt obligation, used to
evaluate the creditworthiness of an issuer. Financial Institution is an entity that provides financial services,
such as banks, insurance companies, and investment firms. Fixed Rate refers to an interest rate that remains
constant over the life of a loan or other debt obligation, used to reduce interest rate risk. Floating Rate
refers to an interest rate that floats or changes over time, often used to reduce interest rate risk. Foreclosure
refers to the process of taking possession of a property when a borrower defaults on a mortgage or other
loan secured by the property. Forward Sale refers to the sale of a security or other asset at a future date,
often used to hedge against price risk. Global Master Repurchase Agreement is a type of repurchase
agreement that is used to govern the sale and repurchase of securities between parties. Haircut refers to the
reduction in value of a security or other asset used as collateral, often used to reduce credit risk. Hedge
refers to a strategy used to reduce or manage risk, often by taking a position in a security or other asset
that offsets the risk of another position. Hybrid Security is a type of security that combines elements of debt
and equity, such as a convertible bond or preferred stock. Interest Rate Cap is a type of derivative
instrument that provides protection against increases in interest rates, used to manage interest rate risk.
Interest Rate Floor is a type of derivative instrument that provides protection against decreases in interest
rates, used to manage interest rate risk. Interest Rate Risk refers to the risk that changes in interest rates will
affect the value of a security or other asset, used to evaluate the sensitivity of a security to interest rate
changes. Interest Rate Swap is a type of derivative instrument that involves the exchange of interest rate
payments between parties, used to manage interest rate risk. Internal Rate of Return refers to the rate of
return of an investment based on the cash flows it generates, used to evaluate the performance of an
investment. International Swaps and Derivatives Association is a trade association that represents the
interests of derivatives market participants, and provides standardized documentation and guidelines for
derivatives transactions. Investment Grade refers to a credit rating that indicates a low risk of default or
bankruptcy, used to evaluate the creditworthiness of an issuer. Investor is an entity that invests in securities
or other assets, such as individuals, corporations, or institutions. Issuer is an entity that issues securities or
other obligations, such as corporations or governments. Leverage refers to the use of debt to amplify
returns on an investment, used to increase potential gains but also increases risk. Liquidity refers to the
ability to buy or sell a security or other asset quickly and at a fair price, used to evaluate the marketability of
a security. Liquidity Risk refers to the risk that a security or other asset cannot be liquidated quickly enough
or at a fair price, used to evaluate the marketability of a security. Loan-to-Value Ratio refers to the ratio of a
loan balance to the value of the underlying collateral, used to evaluate the creditworthiness of a borrower.
Loss Given Default refers to the expected amount of loss on a loan or other debt obligation in the event of
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default or bankruptcy, used to evaluate the creditworthiness of an issuer. Market Risk refers to the risk that
changes in market conditions will affect the value of a security or other asset, used to evaluate the
sensitivity of a security to market changes. Market Value is the price at which a security or other asset can
be bought or sold in the market, used to evaluate the value of a security. Maturity refers to the date on
which a loan or other debt obligation is scheduled to be repaid in full, used to evaluate the creditworthiness
of an issuer. Moody's Investors Service is a credit rating agency that assigns credit ratings to issuers and
their obligations, used to evaluate the creditworthiness of an issuer. Mortgage-Backed Security is a type of
asset-backed security that is collateralized by a pool of mortgage loans, often used to finance the purchase
of homes by individuals. Net Asset Value is the value of a fund or other investment vehicle, calculated by
subtracting liabilities from assets, used to evaluate the performance of an investment. Net Interest Income
refers to the difference between interest income and interest expense, used to evaluate the profitability of a
financial institution. Non-Performing Loan refers to a loan that is not being repaid according to its terms,
used to evaluate the creditworthiness of a borrower. Notional Amount refers to the face amount of a
derivative instrument, used to calculate payments and settlements. Off-Balance-Sheet Financing refers to
the use of financial instruments or structures to finance activities without reporting them on the balance
sheet, used to manage leverage and risk. Operating Lease is a type of lease in which the lessor retains
ownership of the underlying asset and provides maintenance and other services, used to evaluate the
creditworthiness of a lessee. Option refers to a contract that gives the holder the right, but not the
obligation, to buy or sell a security or other asset at a specified price, used to manage risk.
Overcollateralization refers to the use of excess collateral to secure a loan or other obligation, used to
reduce credit risk. Payment-in-Kind refers to the payment of interest or principal on a loan or other debt
obligation in the form of additional securities or other assets, used to manage cash flows. Performance
Metric refers to a measure used to evaluate the performance of an investment or portfolio, such as return
on investment or Sharpe ratio. Prepayment refers to the repayment of a loan or other debt obligation
before its scheduled maturity date, often used to reduce credit risk. Prepayment Risk refers to the risk that a
borrower will prepay a loan or other debt obligation, used to evaluate the creditworthiness of a borrower.
Principal refers to the amount borrowed or invested, used to calculate interest and returns. Private
Placement is a placement of securities with a limited number of investors, often used to raise capital without
registering the securities with the regulatory authorities. Put Option refers to a contract that gives the
holder the right to sell a security or other asset at a specified price, used to manage risk. Rating Agency is
an entity that assigns credit ratings to issuers and their obligations, used to evaluate the creditworthiness of
an issuer. Real Estate Investment Trust is a type of investment vehicle that allows individuals to invest in real
estate without directly owning physical properties, often used to diversify a portfolio. Recourse refers to the
right of a lender to pursue a borrower for payment in the event of default or bankruptcy, used to evaluate
the creditworthiness of a borrower. Redemption refers to the repayment of a loan or other debt obligation,
often used to reduce credit risk. Refinancing refers to the replacement of an existing loan or other debt
obligation with a new one, often used to reduce credit risk or take advantage of lower interest rates.
Regulatory Capital refers to the amount of capital required by regulatory authorities to be held by a
financial institution, used to ensure the safety and soundness of the institution. Repayment refers to the
payment of principal and interest on a loan or other debt obligation, used to evaluate the creditworthiness
of a borrower. Repurchase Agreement is a contract in which a seller agrees to repurchase a security or other
asset from a buyer at a specified price, used to manage risk. Return on Investment refers to the return
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generated by an investment, calculated by dividing the gain by the cost of the investment, used to evaluate
the performance of an investment. Revolving Loan is a type of loan that allows a borrower to borrow and
repay funds over a period of time, often used to manage cash flows. Risk-Free Rate refers to the rate of
return on a risk-free investment, such as a U.S. Treasury bill, used to evaluate the performance of an
investment. Risk Management refers to the process of identifying, assessing, and mitigating risks, used to
minimize potential losses and maximize returns. Risk-Weighted Asset refers to an asset that is weighted
according to its risk profile, used to calculate regulatory capital requirements. Securitization refers to the
process of packaging loans or other assets into securities that can be sold to investors, used to manage
credit risk and free up capital. Security refers to a financial instrument that represents an ownership interest
in a company or other entity, or a claim on the assets or income of a company or other entity. Senior
Secured refers to a security that has a higher priority claim on assets or income than other securities, used
to evaluate the creditworthiness of an issuer. Servicer refers to an entity that collects payments and
performs other administrative tasks related to a loan or other debt obligation, used to manage credit risk.
Settlement refers to the process of exchanging cash or other assets to settle a transaction, used to manage
risk. Share refers to a unit of ownership in a company, used to evaluate the performance of an investment.
Sharpe Ratio refers to a measure of the excess return of an investment over the risk-free rate, relative to its
volatility, used to evaluate the performance of an investment. Special Purpose Entity is a company or other
entity that is created to hold and manage assets or liabilities, often used in securitization transactions to
reduce credit risk. Spread refers to the difference between two yields or interest rates, used to evaluate the
creditworthiness of an issuer. Structured Finance refers to the use of financial instruments and structures to
manage and distribute risk, used to minimize potential losses and maximize returns. Subordination refers to
the ranking of securities or other obligations in terms of priority of payment, used to evaluate the
creditworthiness of an issuer. Swap refers to a contract in which two parties agree to exchange a series of
cash flows over a period of time, used to manage risk. Synthetic Securitization refers to the use of derivative
instruments to create a synthetic security that mimics the cash flows of an underlying asset or liability, used
to manage credit risk. Systemic Risk refers to the risk that a failure of one institution or market will have a
broad impact on the financial system as a whole, used to evaluate the stability of the financial system. Term
refers to the length of time until maturity of a loan or other debt obligation, used to evaluate the
creditworthiness of an issuer. Term Loan is a type of loan that has a fixed maturity date and a fixed interest
rate, used to evaluate the creditworthiness of a borrower. Time to Maturity refers to the length of time until
maturity of a loan or other debt obligation, used to evaluate the creditworthiness of an issuer. Total Return
refers to the return generated by an investment, including both income and capital gains, used to evaluate
the performance of an investment. Tranche refers to a portion of a security or other asset that has a specific
maturity date or interest rate, used to evaluate the creditworthiness of an issuer. Underwriting refers to the
process of evaluating the creditworthiness of a borrower or issuer, used to determine the likelihood of
default or bankruptcy. Valuation refers to the process of determining the value of a security or other asset,
used to evaluate the performance of an investment. Variable Rate refers to an interest rate that floats or
changes over time, often used to reduce interest rate risk. Volatility refers to the degree of uncertainty or
risk associated with the value of a security or other asset, used to evaluate the stability of an investment.
Weighted Average Life refers to the weighted average time until maturity of a pool of assets, such as loans
or bonds, used to calculate yields and returns. Yield refers to the return generated by a security or other
asset, used to evaluate the performance of an investment. Yield Curve refers to the relationship between the
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yields of securities with different maturities, used to evaluate the shape of interest rates over time. Yield to
Maturity refers to the return generated by a security or other asset from the current date until its maturity
date, used to evaluate the performance of an investment. Zero Coupon Bond is a type of bond that does
not pay interest until maturity, often used to finance long-term projects or activities.

Read online: https://learnuni.com/glossaries/5387403/risk-assessment-
and-modeling

LearnUNI · 14 Jul 2026


