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Potential Risks in Asset-Backed Commercial Paper in
China
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Abstract: Asset-backed commercial paper (ABCP) is an innovative component of China's asset
securitization business. It has the features of short maturities, low cost, and renewable issuance, with the
ability to raise new funds as older funds are retired. In China, ABCP can be placed in the categories of
"share transfers" and "asset transfers". "Share transfers" essentially refer to the transfer of securities by the
early holders of asset-backed commercial paper to later subscribers. "Asset transfers" essentially refer to the
transfer of non-cash property to the later ABCPs once earlier ABCPs expire. The ABCP renewal mode differs
significantly from the operation of capital pools. Risks of renewal failure and inadequate information disclosure
are key areas that require monitoring in the market for asset-backed commercial paper.
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