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Abstract

This paper studies the efficiency of financial intermediation through securi-
tization with asymmetric information about the quality of securitized loans. In
this theoretical model, I show that, in general, by providing reputation-based
implicit recourse, the issuer of a loan can credibly signal its quality. However,
in boom stages of the business cycle, information on loan quality remains pri-
vate, and lower quality loans accumulate on balance sheets. This deepens a
subsequent downturn. The longer the duration of a boom, the deeper will
be the fall of output in a subsequent recession. In recessions, the model also
produces amplification of adverse selection problems on re-sale markets for se-
curitized loans. These are especially severe after a prolonged boom period and
when securitized loans of high quality are no longer traded. Finally, the model
suggests that excessive regulation that requires higher explicit risk-retention
by the originators of loans can adversely affect both quantity and quality of

investment in the economy.
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Abstrakt

Tento ¢lanek zkouma efektivitu finan¢niho zprostiedkovani prostfednictvim
sekuritizace p¥i existenci asymetrickych informaci o kvalité sekuritizovanych
avérd. V tomto teoretickém modelu ukazuji, Ze obecné poskytnutim implicit-
niho rekurzu zalozeného na reputaci mize emitent divéryhodné signalizovat
kvalitu jim sekuritizovanych uvért. Avsak b&hem konjunktury hospodéiského
cyklu informace o kvalité Gvéru zistava neverejna a uvéry nizsi kvality se aku-
muluji v rozvahach finanénich firem. Toto prohlubuje nasledny hospodaisky
pokles. Cim déle trva hospodaiska expanze, tim hlubsi bude propad produktu
v nésledné recesi. Pro obdobi recese model predikuje také zesileni problému
nepriznivého vybéru na sekundarnich trzich sekuritizovanych dvéria. Tyto
problémy jsou zejména zévazné po obdobi dlouhotrvajici hospodaiské kon-
junktury, kdy sekuritizované ptjcky vyssi kvality prestavaji byt obchodovany
uplné. Kone¢né, model naznacuje, ze pfehnana regulace pozadujici vySsi ex-
plicitni zadrzovani rizika emitenty uvéri mize negativné ovlivnit mnozstvi i

kvalitu investic v ekonomice.



