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sources of funding for originators, which have had a strong incentive to support their use.
Ford Motor Credit preset credit enhancement measures capable of withstanding losses
double the size of those incurred during the economic downturn following the financial
crisis, while American Express faced ABS ratings downgrades due to increased default
ratios on credit card bonds and put in place additional credit enhancement measures to
guard against such downgrades.

In the case of CLO products, the main purpose is arbitrage rather than fund raising,
and they are 100% dependent on the economic rationality of markets. With CLOs there
is not the kind of securitization incentive for originators that applies to auto loan or
credit card ABS. While the financial crisis resulted in major price declines and ratings
downgrades, there was not one case of principal loss for originally triple A rated CLOs.
This enabled recovery in investor confidence regarding the strength of the CLO structure,
and resulted in resurgence of the CLO market.
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addition, I introduce several new transactions rated by R&I and consider how we can
contribute to the development and support of the market as a rating company.

Prospects

Thoughts on Appraisal Litigation Regarding a Going Private Transaction:
Following the Decision of the Supreme Court Regarding Privatization of Jupiter
Telecommunications (JCOM) .............coooiiiiiiiiiiiiiiiiaennns Kazunori Suzuki, CMA 51

Economic and Industrial Analysis

Round Table Discussion: 10th Anniversary Private Banking Seminar
SAAJ Initiatives on the Future of Private Banking/Wealth Management Education
............................................................... Coordinator: Shizuka Osawa, CMA
Takashi Yoneda / Masaichi Kitayama, CMA / Yasuhiro Maehara, CMA 57

2 gsrFURNIv—F)L 2017. 4



PoiNt Of VieW ..o Yasuhiro Atsumi

Article

Predicting Bond Excess Returns Using High Frequency Data ......... Yasuhiro Iwanaga

In this paper, we calculated several jump factors from 5-minute frequency data of
Nikkei 225 futures in the Japanese market and constructed a model with those factors added
to the Cochrane and Piazzesi regression model. We confirmed that adding JV, one of the
jump factors, provides higher predictive power than the Cochrane and Piazzesi regression
model alone. For models with JV added, out-of-sample predictive power is also superior to
the Cochrane and Piazzesi regression model.
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