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An Analysis of Covered Bonds under China's Legal
Framework
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Abstract: Covered bonds (CB), which originated in Europe, are a kind of financial instrument
combining the issuer's credit and asset credit. This paper focuses on the Chinese version of CBs launched by
NAFMII recently. It makes a comparative study of the similarities and differences between the mortgage-pledge
model and structured model in the payment order, the effect of bankruptcy isolation and the management of
pooled assets, under China's legal framework. The paper offers suggestions on the choice of models, the duties
of creditor agents, the choice of pooled assets and the improvement of the legal framework.

Keywords: Covered Bonds, Asset-Backed Debt Financing Instrument, Bankruptcy Isolation, Duties of
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