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Abstract

This paper applies Grey theory to construct a new assessment and valuation model. The
main results as follows:

1. This paper applies the logistic regression model to analyze the influence of factors on abnormal
payment. Analytical results indicate that the following factors are significant in explaining
abnormal payments: educational level, marital status, loan amount, loan-to-value ratio, loan
source, and loan status.

2. This paper applies a novel approach, grey relationa analysis, to assess home mortgage
applications and pick out appropriate home mortgage applications into mortgages backed
securities MBS pools.

3. This paper develops a novel forecasting model Grey forecasting to construct valuation of
mortgage backed securities ( MBS ), capable of predicting the cash flows of mortgage backed
securities MBS

Taiwanese financia institutions can use the results from this paper when pricing the prices
for mortgage backed securities MBS

Keywords : Credit Risk, Mortgage, Grey Theory, Mortgage Backed Securities ( MBS)
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