
Source: Adapted from FCIC (story of a CDO) - dark blue are the final counterparties of the deal, light blue are marginal parties to the deal, orange 

and purple are the producer and evaluaters of asset information, Citicorp and its special purpose vehicle are at the center of the trade, green are 

managing agents/servicers, black are sources of leverage funding

Citigroup
Loan 

recipients 
(4755)

FICO credit 
scores

Bets on the M9 
tranche by Auriga, 
Volans, Neptune 

CDOs ($50 million 
on the $12 million 

tranche

Originators (New 
Century only $12 

million of own 

funds)

Due Diligence 
(406 Partners, 
removes 248 

loans, no 
appraisal check)

brokers

AIG

AAA tranches (4, 77,85%) to 
33 banks and other 

investors (Fannie Mae, 
Bayern LB, HRE)

Mezzanine (11) 
to  41 banks and 
CDO managers 

such as UBS, 
Salomon, BSAM)

$9 million from 
this deal mixed 

with $966 
million from 

others to 
become 88% 
triple A rated

MBS 
CMLTI 2006 – NC2

C
D

S

Synthetic CDO

CDO
Kleros by UBS

Repo funds in exchange 
for collateral

Repo funds in exchange for 
collateral (8 banks including 
Morgan Stanley, BoA, Bear 

Stearns)

Rating agencies (Moody
and S&P, 73% of ratings 
later corrected to junk 

status)

Liquidity put

Fee: $3,756 
(1,81% ) from 
borrower, 
$2,585 of 
yield spread 
premium 
from New 
Century

Fee: $24 
million 
(2,5%)

Fee: usually 
0,2 - 1,5%, 
replaced by 
equity 
tranche

Fee: less than 
1%, depending 
on central bank 
rates Fee: usually 

0,01-0,25%
Fee: 0,12% of 
notional amount

Fee: $25 million 
(2.5%)

Fee: $135,000 
(Moody’s)
$208,000 (S&P)

Fee: 0,1-0,2%

Fee: less than 
1% depending 
on central bank 
rates

SPV CMLTI

Equity tranche 
(50/50 Citicorp and 

hedge fund)

Managing 
agent 
(Wells 
Fargo)

Partly financed by security 
lending

Managed by 
Strategos

Capital 
Management

Fee:  for 2 weeks


