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Good quantitative skills and some basic knowledge of economics 
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 Teaching and homework 
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Final exam. 
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2 credits 
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Prof. Liu earned his PhD in University of California, Berkeley. Now he is Assistant Professor in Real Estate, Cornell University. Prof. Liu’s research focuses on Asset Pricing, Real Estate Finance, Commodity Futures and Derivatives, REITs. 
Prof. Liu has a strong publication record across a variety of prestigious international journals, including Review of Financial Studies, Management Science, Journal of Estate Finance and Economics, Journal of Banking and Finance.
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 Financial Innovation can be viewed as the action of creating and popularizing new financial instruments as well as new financial technologies, markets and institutions. The recent financial crisis has brought a lot of attention to the role of financial innovation in the economic development from academia, policy institutions, and financial industry. In assigning blame for the recent economic crisis, many have pointed to the proliferation of new, complex financial products--mortgage securitization in particular--as being at the heart of the meltdown. Prevention of future financial crises, then, will be aided by a regulatory and legal framework that fosters the informed use of financial innovation and its positive effects on the economy rather than quashing it entirely. 
Undoubtedly, the last few decades have seen the emergence of several innovative financial instruments: index, ETF, Futures, Options, Warrants, Swaps, CDS, MBS, CDO, etc. By focusing on the most recent financial innovation - Asset Securitization, this course introduce the economics of financial innovation, the objectives ( tax shelter, better ROI, regulary override, risk transfer, fund raising, cost reduction), and the drivers (technology, competition, globalization, regulation, risk mitigation). The lectures deal with the structure and analysis of securitized financial products and is intended for those who wish to acquire a working knowledge in the analysis of structured financial products such as mortgage-backed securities (residential, commercial, home equity), asset-backed securities (credit cards, auto loans, collateralized bond and loan obligations), synthetic structures and international securitizations. The course provides a deep understanding of the securitization process and prepares the student to explore future growth in this area.
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Class 1
    
Introduction to financial innovations: objectives and drives
     
Class 2  

Overview of recent financial products: ETF, Futures, Options, Swaps. 

Class 3

Real estate finance and mortgage products

Class 4  

Securitized mortgage back securities (MBS): pass-thoughs

Class 5  

Structured CMO, Stripped MBS, PACs
Class 6

Commercial Mortgage Backed Security

Class 7 

Credit Risk and Credit Default Swap (CDS)

Class 8 
Other topics on financial innovations: REITs, Crowd-funding
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 "Collateralized Mortgage Obligations: Structures and Analysis" by F. Fabozzi and C. Ramsey
 Financial Innovation: Too Much or Too Little? by Michael Haliassos, MIT Press, 2014.
 Financial Innovation Wharton School Publishing--Milken Institute Series on Financial Innovations) Edited by Franklin Allen, Glenn Yago and James R. Barth, 2012. 
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