
 

SECURITIZATION:   The Disaster   (Re-created by Operation Restoration, 2011) 
For more information, see INSIDE JOB, written by Charles Ferguson, co-written by Chad Beck & Adam  
Bolt 
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Lenders sold mortgages 
(many of them risky and/or high 
interest) to Investment Banks 

CDO’s (Investments) Included: 
Thousands of Mortgages 
(many predatory/risky) 

 
 
 
 
 
 
 
 
 

& Other Loans: 
Car loans 

Student loans 
Credit card debt 

MBS (Mortgage Backed Securities) 
consisting of 5,000 mortgage 

promissory notes = IRS Tax-Free 
REMIC Trusts. 
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(“Derivatives”)  

called 
Collateralized Debt 
Obligations (CDO’s) 
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Investment banks sold 
CDO’s in Stocks/ 
Bonds to Investors  

 

CDO’s 
(Investments) 

Credit 
Default 
Swaps 

(from AIG) 
Act like insurance 
policies against 

risky investments 
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 paid Rating 
Agencies to rate 

CDO’s top 

rating: AAA 
 

Rating 
Agencies 
Moody’s 

Standard & Poors 
Fitch 

Investment Banks: 
Goldman Sachs 
Morgan Stanley 

Lehman Brothers 
Merrill Lynch 
Bear Stearns 

Speculators were 
also able to buy Credit 

Default Swaps on 
CDO’s they did not 

even own. 
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Investor Investor 

Investor 

Mortgage Electronic Registration Systems 
(MERS) (a registry) was created by heads of 
BOA, Wachovia, Fannie, Freddie to track the 
ownership of notes being traded AND entities 
servicing.  


