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BUYING A HOUSE

A family like us wants a house, so
we contact a MORTGAGE LENDER,
who lends us a MORTGAGE loan.

We buy a house and become
HOMEOWNERS! This is great for
us because housing prices have
been rising practically forever.

The lender profits from fees and
interest payments.
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INVESTING IN MORTGAGES

The INVESTORS, representing billions of dollars
in managed money, buy the top tranche
because it meets their low-risk profile.

Other banks buy the middle tranche.

Hedge fund managers, other speculators and
risk takers, like me, buy the bottom tranche.

We now assume the risk if the
homeowners default.
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