THE THEORY OF HOw THE FINANCIAL SYSTEM CREATED AAA-RATED ASSETS OUT OF SUBPRIME MORTGAGES

In the financial system, AAA-rated assets are the most valuable
because they are the safest for investors and the easiest to sell.
Financial institutions packaged and re-packaged securities built on
high-risk subprime mortgages to create AAA-rated assets. The system

worked as long as mortgages all over the country and of all different
characteristics didn't default all at once. When homeowners all over
the country defaulted, there was not enough money to pay off all the
mortgage-related securities.
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