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Abstract:

Asset securitization provides additional source of funding that may help mitigate the effect of an interest
rate shock when faced with a sudden interest rate hike. Banks that securitize will be able to dig into the cheaper,
internal source of funding rather than borrow at a high cost in order to maintain their lending activities. In this
context, this study explores the relationship between securitization and banks’ capital ratios, using the Call
Reports data for US commercial banks. The results of the study concluded that higher levels of securitizable
assets increase the rate of real loan growth and reduce the impact of interest rate shock under certain conditions,
but there is no evidence that securitizable assets affect capital ratios.
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