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ABS-linked CRM Products: A Primer on Their Structure and Application
Z0U Yingguang CHEN Yang LI Chuan SHI Liang
(CITIC Securities Co., Ltd.)
Abstract Credit Risk Mitigation Instruments (CRM) have a unique role in providing efficient transfers of credit

risks, as well as their hedging, trading, and pricing. Rules governing the use of these instruments have been improving

continuously, while innovative structures have emerged as well. Asset-backed securities (ABS), which have distinct

advantages in supporting direct financing and achieving risk isolation, have gradually developed into an important

fixed-income product on the domestic market. Based on a comprehensive analysis of the ABS and CRM markets, this

paper concludes there is substantial development potential for ABS-linked CRM products (ABCRM). It is necessary

to build upon the existing ABS product characteristics, and combine these features with overseas experience and

a uniform ABCRM structure design. It is also necessary to explore the prospective applications as transactional,

structural, and indexed instruments. This paper examines existing problems in the ABCRM market and offers

actionable suggestions from multiple considerations such as infrastructure, pilot project scope, and support policies

for the orderly development of the domestic ABCRM market.
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