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2. ABSTRACT

The paper investigates, from theoretically and esflg in terms of practical outlook, the
identifiable ways through which the assets seaatiton, financial derivatives and financial
engineering altogether contribute decisively to timization of financial and banking
management, by means of optimizing the managenieik its constituent components: risks
management, cost of capital management, returnsageament, capital management,
investment management, portfolio management.

3. KEYWORDS
* Algorithms for quantitative modeling and * Financial engineering

optimization * Financial risks

» Asset-backed commercial papers * Foreign-exchange derivatives

» Asset-backed securities * Interest-rate derivatives

» Assets securitisation » Mortgage-backed securities

» Assets securitisation regulations » Optimization of bank management

* Collateralized-bond obligations » Optimization of investment management
* Collateralized-debt obligations » Optimizing capital management

* Collateralized-loan obligations » Optimizing financial risk management
* Credit derivatives » Optimizing the portfolio management
* Credit-default swaps » Special-purpose vehicles

* Credit-linked notes » Structured finance

 Financial derivatives * Total-return swaps

4. THE RATIONALE AND IMPORTANCE OF RESEARCH

The scientific approach traced through the PhDishestitled"OPTIMIZING THE
FINANCIAL-BANKING MANAGEMENT BY MEANS OF ASSETS
SECURITISATION” intends to research a critical and crucial thenhea oparamount
importance in the current framework of the globmlafhcial and banking industry. We
anticipate dealing with this topic, of extremelyngaex and dynamic nature, in a synthetic
approach, but in an analytical formulation, chamgelour research on several major
coordinates and applications of a theoretical, ogtogical and practical nature.

Starting from the theoretical concerns of pastweesd through which a large number
of researchers have contributed to the identifoicatof the various ways to improve the
financial and banking management of financial aod-financial institutions, continued with
a set of fevered practical steps taken since thg @880s and ending in the contemporary
period of heated debates on the edge of the nemdial and banking regulations of the 21st
century, we can easily identify the importance apecial interest granted to the chosen topic
of this research. Optimizing financial risk managey capital management, investment
management and portfolio management in terms dsgcosturns/yields and the tactical and
strategical decisions relating thereto constitigg &ements in everyday life management of
financial and banking institutions, investment aygiions and non-financial companies
altogether, all of them representing genuine dgvforces behind the importance of the
subject matter of this PhD research.

The correlated research on the multiple sources ithiduence the process of
optimization of advanced financial and banking nggmaent is definitely necessary in order
to identify and establish the nature and origimredfources and essential factors involved in
optimizing the financial results. The paper elabesathe success of optimization process
based on a few outstanding ingredients of a pdatiactomplexity, but at the same time, it
offers the means for the implementation of the emes through a concrete and immediate
set of broad solutions that are affordable andtivelly easy to apply in terms of today’s
current financial and economic realities.
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We are facing today an exceedingly complex conjunecof global financial and
banking markets, witnessing a set of new challengés a highly dynamic emergence of
new issues to be dealt with and a struggling rosidéntify optimal solutions to settle them
against the clock. In this environment, the redean the optimization of financial and
banking management with the aim to identify genesdild optimal solutions represents a
vindicated choice from both the financial and bagkindustry standpoint as well as from the
real economy perception.

The paper aims to identify the key elements of bapland financial management
from its advanced approach perspective, to exhiit they correlate, to illustrate how these
essential constituents are modeled into a wholeyedisas to underscore the outcomes which
follow the implementation of the innovative finaacand banking management optimization
process.

The final destination of the PhD thesis is to réwha practical ways of optimizing
financial and banking management through assetsiisation. To reach this destination, the
paper will consider in turn a multitude of essdnditiributes related to assets securitization;
international regulations of securitisation; finehaderivatives; financial engineering; risk,
capital, investment and portfolio management, bfstm a theoretical perspective and
especially in terms of their actual and practiogpliementation outlook.

In compiling this study we employ various methodsscientific research, such as:
development of concepts on the basis of theoretiodl empirical research; chronological
studies; comparative studies; analogue studies;lytamed and synthetic studies;
implementation of logical operations, causationyraation, extrapolation; graphic and
tabular information; case study method; inductiod @eduction methods; method research
based on empirical studies; economic and statistialeling in mathematics; quantitative
modeling and optimization; the use of quantitativedelling algorithms and optimization for
financial engineering; and so forth.

5. SYNTHETIC PRESENTATION OF THE CHAPTERS CONTAINED

IN THE THESIS

In chapter 1Structured finance and assets securitizationive debate the concept of
structured finance, presenting the main views, nilédns and interpretations thereof,
advantages and benefits of using structured finamcemotivations, aims and objectives of
financial market participants carrying on structuf@ance transactions.

Further, we focus on a study of special-purposeclet employed in structured finance,
reviewing the main aspects of their definitionsiesp operations, ways of structuring and
accounting implications, legal and taxation aspefttheir use and the essentials relating to
the features and operational design of the maiesyb special-purpose vehicles.

Afterwards, we conduct a research on the conceps®éts securitization, emphasizing the
main definitions and interpretations thereof, thecpss of assets securitization and financial
instruments issued under securitization transastithe participants to such a transaction, and
the phases and stages through which the secuotizatocess runs. We will then review the
basic principles of assets securitization, finanaral economic motivations and objectives in
terms of the securitization originators (corpomasiand financial institutions) and investors
and the technical objectives of structuring se@ation transactions.

Next, we examine the main elements of structurigustization transactions where the
deals are guaranteed by sovereign institutions@gen(in terms of underlying assets’
prepayments treatment, the structure of sequeraiahents, the classes of special titles used),
and where they are not guaranteed by sovereigriiesntfin terms of identifying the
underlying assets of the reference portfolio, selacof these assets, identifying potential
risks of the transaction, selecting the sourcesthrdsize of credit protection mechanisms,
designing the classes and tranches of asset-bas&edrities, structuring the payment
waterfall for each class/tranche of securitiesec@lg the sources and level of liquidity



facilities, identifying protection measures in cadeearly repayments and implementing the
structural protection of the whole securitizaticemsaction) .

Subsequently, we explore the credit support meshaniand facilities employed in
securitization transactions, highlighting the typesature and amount of the major categories
of such resources (provided by originators, stmatfsupplied by third parties).

Further, we perform a research of the main typeasseéts securitization transactions and
asset-backed securities issued (ABS, ABCP, CDOinbgns of outlining several technical
characteristics, conferred at both theoretical @adticable levels.

Thus, we study the main types of ABS securitizajomotivations, objectives and
benefits of these transactions; various categaiesBS securities issued; major classes of
underlying assets used in ABS securitisations; thedmost important features of the main
types of ABS securitizations (retail loans, credérds, auto loans, business loans and
mortgage loans).

Then we explore the major types of ABCP securiiire; motivations, objectives and
benefits; classes of ABCP securities issued; ctasdeunderlying assets used in these
transactions; ABCP vehicle types; and the esseelghents related to the mechanisms and
facilities of credit and liquidity support employedthis type of securitization.

Later, we will investigate the main types of CDQ@s&izations; motivations, objectives
and benefits of these transactions; participant®lwed in such deals; classes of CDO
securities issued; classes of underlying assetd; ushlitional credit support mechanisms;
general principles of structuring CDO securitizaipand the characteristics, forms and types
of cash (balance sheet and arbitration) and syntGB&0O securitisations.

Through chapter 1, we examine, as well, the maatufes related to the securitization of
assets, receivables and future revenues; moti&tasjectives and advantages of these types
of transactions; their specific characteristicgety of underlying assets employed; features of
the secured lending structure; the mechanisms eafitcsupport facilities; and the types of
securitisations that are part of each of theseyoaites.

Later, we will study the main attributes relatedthe advantages of assets securitization
for the financial markets, economies and directtigpants; emphasizing economic and
financial impact of assets securitization on gldiv@ncial markets (and their subcomponents:
capital markets, credit markets, financial deriwedi and synthetic instruments); assets
securitization’ benefits for the overall economydam particular, for the financial, banking
and capital markets considered at the nationalnfcgu level (in terms of the impact on
capital and financing costs, the impact on the an#lisintermediation and the impact on the
national economy as a whole); and the advantagssafritization for different categories of
participants in such transactions (companies angpocations, banking and financial
institutions, investors, regulators, government @@ntral authorities).

We conclude chapter 1 by an exploration carriedtbrdugh case studies, designed to
reveal the financial and banking management opétions provided through the assets
securitisation. Thus, by means of the case stusiesexamine: the structuring of a CDO
cash-flow balance-sheet securitization; how theitgquanche of a cash arbitrage CDO
securitization is generating returns; structurinig ao cash arbitrage CDO securitization;
structuring a partially-funded synthetic CDO setzaikion; structuring a partially-funded
synthetic arbitrage CDO securitization; optimizitige risk-based capital management;
optimizing the capital ratio management; optimizitige return on equity management;
optimizing risk-adjusted return on capital managemeptimizing the risk-based capital
management and the capital ratio management (wWithterest subparticipations); optimizing
the risk-based capital management and the cap#aab rmanagement (with interest
subparticipations).

In chapter 2:*International regulations of assets securitisati6n we will undertake
research on international banking & financial regiohs as well as on the legal and
accounting aspects of assets securitization. Watland to the international financial and



banking regulations, we examine the special-purpesieicles regulations, in terms of
participants (promoters, sponsors, investors) ratibws for their use; transfer and risk
management; forms and main technical characteyigifcthese vehicles; their use in the
disaggregation and reallocation of risk and pertoroe; and the implications of their
utilization on regulators’ policies.

Then, we investigate the financial and banking l&gns provided under The Basel
Securitization Framework through general considematon the overall framework of asset
securitization regulations set out in the Basehd 8asel II; Basel Committee's consultative
process on the creation and implementation of B8gelritization Framework; study the
genesis and evolution of regulatory treatment setsssecuritization under Basel | and Basel
Il Agreements; and the implications of the currér@mework of financial and banking
regulations on the treatment of assets securiizati

Next, we study the recent enacted financial ankibgnregulations (both internationally
and nationally) meant to boost assets securitizagements intended to stimulate the use of
securitization and eliminate inconsistencies andemtel conflicts of interest among
participants in these transactions; regulatoryatites intended to encourage and foster the
use of assets securitization within global finahamiad banking industry in the aftermath of
2007-2008 crisis; and the impact of Basel Ill amiiv&ncy Il on assets securitization.

As for the international legal regulations, we witinduct a scrutiny of key issues, general
and specific, legal and technical regulations efdblsets securitization from the perspective of
the legal process of analyzing and structuringllegasactions; and the technical features of
the assets securitization from a legal standpoint.

Referring to international accounting rules, wergasut an investigation into the tax
implications of the assets securitization and wglae the general principles of international
accounting standards IFRS and US GAAP on assetsitseation transactions.

At the end of Chapter 2, we will examine the tapiiécnternational regulation of the assets
securitization through case studies, an approasigaed to exhibit the financial and banking
management optimizations provided by means of asseiuritization. In the case studies we
investigate the optimization of risk-based capitednagement and the optimization of the
capital ratio management with regard to both Baaall Basel Il Agreements.

In chapter 3:“Financial derivatives”, we will research the concept of financial
derivatives, featuring the main views, definiticarsd interpretations thereof, moving forward
on exploring the financial derivatives market papants; the key characteristics of financial
derivative transactions; basic components usedhencbnstruction of financial derivatives;
and counterparty risk; reviewing the main charasties of these topics.

Further, we aim to fulfill a research on three majategories of derivatives, underlining
the main concepts, definitions and interpretatibreseof. Thus, we examine foreign-exchange
derivatives, focusing on the concept of currenayvddéives, and investigating forward foreign
exchange contracts, futures and options foreigmaxge contracts and currency swaps, as the
most used foreign-exchange derivatives.

Subsequently, we perform an investigation on isterate derivatives, during which we
introduce the concept of interest-rate derivatiaesl we focus our research on forward
interest-rate contracts, interest-rate futures aptions contracts, caps/floors/collars and
interest-rate swaps, as the most common typederest-rate derivatives.

We will then consider the main aspects of crediivd¢ives, where we focus on the
concept of credit derivatives and credit events w@dcarry out a research of the most
common credit derivatives: floating-rate noteseassvaps, credit-default swaps, total-return
swaps, credit-linked notes, credit spread derieatiindex swaps, basket credit-default swaps,
collateralized-debt obligations, structured noWe. investigate, as well, the benefits of using
financial derivatives in the financial and bankingnsactions.

We conclude chapter 3 by an investigation carriat through case studies, which is
intended to uncover the main venues to integratantiial derivatives within the financial-



banking operations and asset securitization traiosesc During the case studies we will
examine: optimization of bank management throughube of currency swaps; optimizing
the bank management through the use of interestsaiaps; optimization of the bank
management through the use of total return swausnzing the bank management through
the use of asset-backed securities blended withtatefault swaps and total-return swaps.

In chapter 4 Financial engineering”, we examine the concept of financial engineering,
introducing the main views, definitions, interptedas and uses thereof; moving forward with
our research on the optimization process of firdramd banking management; the concept of
optimization; its specific elements and hypothe#iig® optimization process (in the general
sense) and the financial and banking managemeimtiaption (in particular); elements,
phases and stages of an optimization problem tbats ghrough from the time of its
formulation upto validating the results in the rdi&; the steps taken in the process of
optimizing financial and banking management; reungnall the key aspects related to these
topics.

The practical module of this chapter shall be malieed by a case study through which
we will explore the real features of quantitativedaling and optimization of asset-backed
securities, portfolios of financial assets and &@ssecuritization transactions. The modeling of
securities as well as of the portfolio and CDO &ssecuritization optimizations will be
carried out through the Monte Carlo method of quiainte modeling.

In chapter 5rRisk, capital and portfolio management”we will examine the tangible
routes by which the financial derivatives and assstcuritization lead the way to the
optimization of risk management, bank managemenpital management, investment
management and portfolio management.

During the research of risk management optimizatiee delve into the concept of
financial risks and the main types of financiaksiswe analyze the concept of financial risk
management; we examine the forms of materializatiofinancial risks; and we carry out a
divergent comparative analysis on the traditiongbraach and methods of financial risk
management as opposed to the advanced approaclklesneiinods of financial risk
management; we inspect the economic approachdadial risk management; the advantages
of using financial derivatives and assets secatitin within financial risk management, both
in terms of vendors and buyers of (protection igks.

Concerning banking management optimization, we gond research on the implications
of the main issues involved by the development iofrfcial derivatives and assets
securitization for the banking industry and we d¢dessthe changes entailed in the functional
and the organizational structure of global banka assult of the the modern approach to the
loan portfolios management.

With regard to the optimization of capital managatnenvestment management and
portfolio management, we undertake an investigatiomodeling the capital, investment and
portfolio management through structured financesetss securitization and financial
derivatives; we examine the modeling of portfoliskr management using financial
derivatives and securitized assets; the implicatiai financial derivatives and assets
securitization to the capital, investment and pdidf management; the active management of
bank loan portfolios; the methods by which the ntiodeand optimization of the assets
securitization management is carried out througéarfcial derivatives.

Later, we will undertake a review of the main apgiions of financial derivatives and
assets securitization within the risk managemerdpital management, investment
management and portfolio management, exploringrtipdications that financial derivatives
and securitized assets have on the banking ma&gital market and the financial market as
a whole; and the main categories of applicationsceming the investment management,
capital market transactions, banking managementfgio management, management of
corporations and non-financial companies.



In concluding chapter 5, we perform a researchutlinocase studies, of the main drivers
of financial and banking management optimizationribg the case studies, we investigate:
optimizing the economic return on a banking relaiup; risk management and capital
management optimization with regard to the managemiea bank portfolio; optimizing the
management of bank loan portfolios; optimizing t@nagement of the risk-based capital, the
capital ratio, the return-on-equity and return-g@seds and the risk-adjusted return-on-capital.

In chapter 6Prospects and developments of assets securitisdtiove will carry out an
investigation into the perspectives of assets #egation from the international financial and
banking regulations standpoint, citing the shortem® of current regulatory framework
concerning assets securitization; the negative anpaused by the new provisions related to
the regulations of the international financial dmahking markets; a survey of the assets
securitization market captured beyond the stigmasbadow banking', highlighting the
measures undertaken by the global central banksu@h monetary policies stipulations
implemented post 2007-2008 financial crisis) inesrtb stimulate the assets securitization
and to alleviate the negative effects of its footiang regulations treatment.

Next, we underline the contribution of assets s@eation to financial stability of the
global banking and financial systems; highlight tbke and contribution of securitization in
the promotion and development of global financiahrkets and national economies;
emphasize the support of banking and capital mar&leing with the expanding importance
and role of global financial markets in the globabnomy through the economic and financial
impact of assets, receivables and future reveneesrifization to the financial and banking
markets and the national economy; evoke some addastrategies of investment and
portfolio management.

While researching the global banking markets’ peatg we undertake an examination of
transformations of the current banking market dred ghifts taking place within the modern
financial and banking markets, referring to thehhilgpendency of the real economy on the
bank lending and bank financing; the malfunctioniigpanking intermediation channels; the
global banking disintermediation process and tagrfrentation of global financial markets.

As regards the medium- and long-term of the finanand banking system, we perform
an investigation of the main pieces pertaininghte mew architecture of global financial and
banking system as it exhibits itself at the bequgnof the new century, analyzing several
solutions for the rehabilitation of the malfunctiog mechanisms of monetary policy
transmission, solutions for the rehabilitation ofiet broken channels of banking
intermediation, as well as an advanced model foarting the real economy and the
implementation of an alternative financing systdrthe real economy.

With regard to the developments of the assets sisation, in chapter 6, we will carry
out an investigation of the main areas where the, importance and use of securitization
reveals an absolute certainty of expansion andressg Among the areas identified as the
most conducive to the development of the secutitisaone can find: expansion and
diversification of the nature and categories ofuséized instruments (CDOs issued on
currencies, commodities, shares) and the advantaigésese new classes of asset-backed
securities; securitization of future revenues; wHolisiness securitizations; securitization of
life and non-life insurance policies; real estageusitizations; microfinance securitizations;
SMEs financing through the assets and receivaldesirgisation; non-performing loans
securitizations; sovereign public assets and rabé®g securitizations.

During chapter 6, the topic of prospects and deraknt of assets securitization will be
addressed through the research of several techaspécts, emphasized on both the
theoretical and especially on the practical leaslywell as by means of case studies, which are
intended to validate how the optimization of finmh@nd banking management is achieved
through assets securitization.



6. THE SYNTHESIS OF SCIENTIFIC RESEARCH’ FINDINGS

Starting in the 1980s, both companies and cormoratias well as financial and
banking institutions, and not least local and a@npublic authorities began to be more
concerned with identifying new alternatives of ficang, refinancing and capitalization that
should be cheaper, plentiful, more effective andenaifordable, as well as more focused on
employing new tools to optimize the cost of capit@nagement, portfolio management,
investment management, on-balance sheet assetgemagat and risk management. On the
other hand, during the same period, investors b@@ming also more concerned about
identifying new investment alternatives able to vle them with portfolio returns
optimizations, investment management optimizatiod portfolio management optimization,
all in terms of a more efficient risk managemergrapch.

Along time, the international financial communitgshdesigned and implemented a
variety of mechanisms, techniques, tactics, str@se@nd processes that have provided
multiple solutions to all the problems mentionedady and then perfected and further
developed these solutions. Specific applicationghese solutions in the everyday life of
companies, corporations, investors and the intemmalt financial and banking institutions
have confirmed their success, which prompted tleed@t which these solutions have been
propagated globally, starting to be used by aneg&ing number of participants from global
financial markets.

The global financial crisis of 2007-2009 and thebgll economic recession of 2008-
2010 have demonstrated the usefulness and necesfsithese financial mechanisms,
pinpointing them into chief tools used to enharntwe viability and streamlining of global
financial flows. The proof of this outcome laystie fact that all major regulatory institutions
of the global banking industry contributed in retcgaars with programs and measures to
promote the development and generalization of themshanisms internationally.

Of the many alternatives analyzed and tested sdbntext over the past 30-40 years
in the international banking and finance universige solutions offered by financial
engineering, financial derivatives, structured fioa and, especially, assets securitization had
detached and have impressed by the efficiency amglete-fullness of the results achieved.

The paperfOPTIMIZING THE FINANCIAL-BANKING MANAGEMENT BY
MEANS OF ASSETS SECURITISATION” conducted research on multiple key issues: the
concepts of structured finance and assets sea@iittiz the most important aspects of the
framework of international regulations related tesets securitization; several classes of
financial derivatives; main issues concerning fiahengineering and the ways in which this
branch of sciences models and optimizes algoritihteugh extremely complex and
laborious, design, structuring and implementatibfir@ancial and banking transactions based
on financial derivatives and assets securitizatthe; most important aspects of the ways in
which financial derivatives and securitization help optimize risk management, bank
management, capital management, investment managjenéd portfolio management; and
the applicability areas and some concrete appicatof assets securitization in the banking
and financial industry and the real economy by meahanalyzing the perspectives and
developments foreseeable that assets securitizatibexperience in the short-, medium- and
long-term.

In the future we intend to deepen the study ofmoing financial and banking
management through assets securitisation, finaderalatives and financial engineering both
at the international level, through the analysistloé progress and the results recorded
globally, but especially by adapting, implementargd monitoring them at the local level of
the Romanian financial and banking industry. Weppse also to participate actively, both on
a theoretical level, but especially on the applfeedd, to the dissemination, launching,
development, conducting and implementation of thigges of transactions on the Romanian
market, carried out both on the level of local fio@l and banking institutions as well as on
the public and private companies grounds. Enjoyiregfinancial and logistical support and



collaboration with first-class international pansealready enrolled in these projects, we rely
on the success of our approach to contribute tontbdernisation and development of the
Romanian financial and banking industry and ofltieal business environment.



