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An Exploration of Liquidity and Valuation of Asset-
Backed Securities
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Abstract: The valuation of asset-backed securities is greatly influenced by the characteristics of the
underlying assets and the transaction structure. These factors include cash flow returns on the underlying assets,
cash flow payment sequencing, taxes and intermediation service fees, as well as assumptions pertaining to
default, recovery, and early payoffs. Secondary market transaction valuation pricing also needs to be calculated
by constructing models. This paper combines the characteristics of ABS products and the current market
situation to propose several pricing paths for ABS products, with a view to providing useful references for
investors.
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