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Abstract

Asset securitization is a relatively successful financial innovation tool, which improves the li-
quidity and flexibility of grassroots assets, reduces risks, and provides investors with new ways
of investment. An indispensable part of asset securitization is credit enhancement, which can be
divided into two types: internal credit enhancement and external credit enhancement. Through
credit enhancement, investors can save their “screening cost”, but also broaden investment
channels; issuers can restructure the risk structure of assets and reduce their financing costs
and risks.
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