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Financial Engineering 
       Introduction 
Financial engineering is a multidisciplinary field that combines different mathematical methods to solve monetary problems. It uses a variety of mathematical tools and programming to manipulate finance involved in capital markets. For example, bundling and unbundling financial assets are calculated using concepts of statistics, computer science, economic theory, and applied mathematics. Also, a person working as a financial engineer is said to utilize the idea of a monetary theory that entails control, management, and profiling projects risk associated with money. Notably, other activities such as borrowing, forecasting, budgeting, and saving are also included in financial theory. Calculation of economic capital also plays a significant role in financial engineering in that it enhances the creation of an objective value necessary to measure the worth of assets and liabilities. It is also worth to note that financial engineering does not necessarily require background experience from engineering. It requires knowledge from quantitative finance is more critical and applicable. As illustrated in this case study, resource rearrangement can better be used to create it. 
[bookmark: _GoBack]Rearranging wealth means manipulating value. It further implies that instead of unbundling assets, they should be made diverse and accessible. Liquidating and recovering precious financial assets should be part of wealth creation. In most business enterprises, real assets are always more valuable compared to financial assets. The reason behind this is that real assets gain value with time and therefore rearranging financial assets to suit them implies to increasing wealth value. Hence, the resources used in financial engineering should be focused on enhancing asset value through wealth rearrangement. In this regard, it is essential to criticize whether there exist some benefits associated with the securitization of capital markets and the creation of an array of derivative securities. Nonetheless, the role of financial intermediaries must be factored in to establish the relationship between them and how they relate to the concept of securitization. Benefits realized by creating an array of derivative securities from various primary securities
Generally, derivatives are contracts between two parties whose value depends on the engaged security or set of assets. On the other hand, primary securities are zones of capital markets that carry new securities as issued by the company and the government entities. In most cases, derivatives depend on the value of primary securities in which they are linked to. The commonly used derivatives are warrants, swaps, options forward, and future contracts. Studies has it that traditional financial assets such as bonds, stocks, and mortgages have today engaged some types of returns, risk, and payment patterns (Campbell et al., 2013). For instance, the government today associates its boards with semiannual vouchers such that the bondholders have to incur reinvestment risk if the attached voucher is not spent. It means that the government creates some repayment patterns that encourage reinvestment.  This one way that derivative securities help create wealth from primary security in that the voucher, which is a primary security helps encourage reinvestment of the bond. 
The same case applies to mortgage loans where the repayment option is made in a way that the lender risks the return of the principal loan. In this case, he or she assumes that the borrower will offer returns when the rates are high. This is a pattern that requires attributes of financial engineering for it to reflect a benefit from primary security. Apparently, it implies that almost all debt contracts have the uncertainty of the borrower's repayment period. To solve this, financial engineering creates change in the return patterns associated with traditional securities (Yinglu et al., 2012). For instance, studies has it that the United States government borrows money from treasury strip without it incurring risks of reinvestment. Apparently, through financial engineering, the mortgage lenders are able to lend money to homebuyers in default risks. Therefore, through financial engineering, there exist a benefit of creating arrays of derivative securities from primary securities.
          Reasons why securitization take place only in highly developed capital markets
Securitization is a process that entails transforming illiquid or groups of assets into securities. Whereas a capital market is a platform where savings and investment are exchanged between investors selling and those in need of capital. Often, group assets have more value when they are converted to securities (Mohannan, 2019). It implies that transforming them into securities through financial engineering means increasing their value. Mortgage-backed security is an example of a securitization process where an asset is secured through a collection of mortgages. For it to be useful or advantageous, it requires access to a pool of potential investors in the capital market.
Notably, for a capital market to attract potential investors, it needs to have a developed platform of business laws and investment banking industry. It also needs to have an established media and a transparent financial transaction platform. In this case, a safer system of business law acts as an incentive to potential investors. Its existence proves a transparent financial market system where they can invest their assets without uncertainties of return. They also need a market with a developed media. Notably, the presence of media enhances proper reporting of securitization such that more investors can recognize it and take part in making the capital market stable and valuable (Shavit et al., 2010). Also, investors need a developed brokerage system in the capital market to enhance trading managed by trusted financial agents who makes the capital market formal and subject to regulation. In most regions, especially in developing countries, developed capital market platforms are not common. It implies that potential investors are not likely to engage in securitization business in such regions. Hence, this is one reason explaining why securitization can only take place in highly developed capital markets.  
 Furthermore, investors need financial platforms with large investment banking firms for large scale securitization. In most cases, the existence of such firms are only found in developed capital markets. This implies that securitization can only happen where such characters are inherent ("The financial system," 2019). However, through financial engineering it is possible to transform a financial market into a developed capital market. Reason being, financial theory and mathematical tools engaged can easily reflect characters required to define a developed capital market. Therefore, while it is a narrative that securitization can only take place in highly developed capital market, application of financial engineering can easily transform a capital market, thereby encouraging potential investors for securitization.
 Relationship between securitization and the role of financial intermediaries in the economy
Securitization and financial intermediaries are essential players and controllers of the economy. As seen earlier, securitization is an activity or rather a practice which involves finances and taking assets and converting them into a security. Assets generally used during the securitization process include car loans, credit card loans, and mortgages. Whereas financial intermediaries are simply the financial players in the market which hold funds from the lender to make loans for the borrowers (Yinglu et al. 2012). An excellent example of these financial intermediaries are banks, building societies, credit unions, and insurance companies. Financial intermediaries are involved in the economy by seeking borrowers and investors and use the finances generated from these investors to give loans to borrowers. However, securitization involves practices of pooling some debts and bringing them together into products that are offered to the investors. Pooling multiple debts help to combine the risks which are then passed directly to the investor. Therefore this creates a relationship between the debts and the investment (Shavit et al., 2010). Despite the fact many financial institutions are unwilling to involve financial intermediaries during the securitization process, they, however, involve them in the transformation of assets into finances.
Financial intermediaries are involved in seeking active markets for the assets, and therefore, major financial firms opt to use the intermediaries to increase the transformation volume of liquidity assets. Use of financial intermediaries in the securitization process has some benefits to the market as well to the financial institution. Firstly, the financial intermediaries search for a potential financial buyer for the firm's assets (The financial system, 2019). Prospective buyers and investors cash flows boost the market and the entire economy. Financial intermediaries create a communication link between the financial firms, establishing a strong connection between the financial firms, borrowers and investors and those transforming assets into securities. Financial intermediaries result in a considerable amount of securitized products and supply to different prospective buyers, and as results, the economy significantly improves. Securitization often leads to disintermediation, where the market participations avoids using the intermediaries. The market has boycotted the use of financial intermediaries after an increase in fraud cases. However, as the securitization progresses financial institution such as banks have greatly benefited. For example, securitization has created liquidity in the market place for the assets converted to securities. The companies with debts in financial books remove the liabilities from the balance sheet and acquire a new source of funding in place of the debt (Mohannan, 2019). It results to the transformation of debts into securities. Removing the debt from the company's balance sheets assists the company to raise the credit ratings. Securitization progress helps to layer debts into different tranches associated with different risks.
What happens to financial intermediaries when securitization progresses.
Progress in the securitization has affected the financial intermediaries in different ways. For example, financial intermediaries have been forced to increase their activities, such as offering short term liquidities to consumers. Equally, they are also forced to increase their activities to small business owners and diversifying the financial services which they render to the potential investors. Financial intermediaries are forced to complexities since the whole process is of securitization is described remarkably complex. The securitization has become more complicated after government involvement in the entire process; social and political forces are also involved (Yinglu et al., 2012). Since the complexities and complication have gone up, most financial intermediaries have given up their efforts of backing up the securitization process.
Additionally, some risks ratings have also risen significantly. For instance, if securities do not produce the income expected, the financial intermediaries are forced to fill the financial gap to honor the contracts with the company. Due to this panic, financial intermediaries are consistently withdrawing to work with financial companies (Campbell et al., 2013). Increase in securitization has increased the number of individuals in the market who pretend to be real financial intermediaries when they are really not. For this reason, most investors are bypassing the intermediaries during securitization.


Conclusion
To conclude, it is apparent that there exist some benefits associated with the creation of array of derivatives from primary securities. This has been proved by the rationale created in government borrowing and mortgage lending where the risk associated with repayment pattern has been seen to be solved through financial engineering. Apparently, it is found that as much as securitization require developed capital markets, financial engineering has proved to encourage potential investors by creating the conditions necessary to make the available capital market to be desirable. Equally, it is found that securitization has a relationship with the role of financial intermediaries. In this case, it is found that while securitization converts assets into securities, the financial intermediaries hold funds from the lender hence making funds available to the borrowers. Lastly, it is seen that as securitization progresses, the financial intermediaries increase their activities of offering short term liquidities.
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