
Conduits => What we thought we had

LIABILITIES ASSETS

• Conduits small 
relative to market

• Off balance sheet

• Ring fenced

Bank
Conduit

• DEEP

• Growing

• Stable

• Search for Yield

• Well understood 
markets

• Ratings well established  
and stable

AAA
Assets

• Reliable 
valuations

• Huge secondary  
markets



Conduits => What we found!

LIABILITIES ASSETS

Conduit Vehicle AAA assets

NO BID
• The market is 
small!!
• It shrinks

• Large relative to 
market

• On balance sheet

• Part of the business

• Mark to models fails

• Ratings subject to 
revision



Asset Backed commercial paper spreads
One-month top-tier ABCP versus one-month Libor (basis points)



DROUGHT
US asset-backed commercial paper outstanding - $ Trillions



CDS Spreads
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