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Dr. Lee provides a thoughtful and timely new model examining collateralization in Financial Markets. The paper provides

some wonderful insights, and a useful tool (or lens) through which to view the sensitive and timely topic of collateralization.

In the authors words, “It is worth keeping in mind that clearing does not eliminate any risk. It has no effect on the
counterparty’s default probability and does not improve the counterparty’s credit rating. Instead, it uses some mitigation

tools, e.g., collateralization, to perfectly hedge the credit risk, making a contract appear to be risk-free.”

The paper gets interesting results, but would benefit from a more thorough and accurate reporting of regression results,
the standard tests for stationarity, F-tests, tests for autocorrelation and hetroskedasicity should be included in the analysis.

The work would also benefit from some stress tests, and an updated data set to include 2020 -2021 at least.
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