A structured investment vehicle (SIV) is a fund which borrows money by issuing short-term securities at low interest and then lends that money by buying long-term securities at higher interest, making a profit for investors from the difference. 
A SIV may be thought of as a virtual bank. It borrows money using commercial paper (CP), which it traditionally issues close to the interest rate of LIBOR. It then uses the money to purchase bonds, which include predominantly (70-80%) Aaa/AAA rated Asset-Backed Securities (ABS) and Mortgage-Backed Securities (MBS) securitized from mortgages, credit cards, student loans and similar products.
Several SIVs -- most notably Cheyne -- have fallen victim to the liquidity crisis. Others may be receiving support from their sponsoring banks. Banks such as Citibank announced they would rescue the SIVs they had sponsored and would bring them onto the banks' balance sheets. On Feb. 11, 2008, Standard Chartered Bank reversed its pledge to support the Whistlejacket SIV. Deloitte & Touche announced that it had been appointed receiver for the failing fund. Orange County, California., has $80 million invested in Whistlejacket.
Collateralized debt obligations (CDOs) is essentially a corporate entity constructed to hold assets as collateral and to sell packages of cash flows to investors. A CDO is constructed as follows:
(1) A Special Purpose Vehicle (SPV, created to fulfill specific objectives, such as securitization or risk-sharing. SPVs are typically used by the sponsoring corporations to isolate the firm from financial risk, and thus they are set up as “orphan” companies) acquires a portfolio of credits. Common assets held include mortgage-backed securities, Commercial Real Estate (CRE) debt, and high-yield corporate loans. 

(2) The proceeds are used to issue different classes of bonds and equity. The bonds and equity are entitled to the cash flows from the portfolio of credits. 

A CDO can be considered as a type of asset-backed security and structured credit product. An investment in a CDO is therefore an investment in the cash flows of the assets, and the promises and mathematical models of this intermediary, rather than a direct investment in the underlying collateral. In this way, it differentiates a CDO from a mortgage or a mortgage backed security (MBS).
The issuer of the CDO, typically an investment bank, earns a commission at time of issue and earns management fees during the life of the CDO. A major factor in the growth of CDOs was the 2001 introduction by David X. Li of Gaussian copula models, which allowed for the rapid pricing of CDOs.
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