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“European Non-Conforming RMBS, edited by Bill Thornhill, is one of the best
financial services anthologies | have seen. It is always difficult to be timely and
relevant in journalism and this report is both. It should be essential reading
for both new investors and experienced market practitioners.”

Dennis Sheehan, Managing Director, GMAC RFC
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e market neligence The European RMBS market is gradually emerging from the post summer
liquidity crisis but the way it is reawakening is particularly telling. The first
deal to open the stalled market was an alternate prime RMBS product off
GMAC RFC’s Dutch platform. This was swiftly followed by the announcement

— of a non-conforming RMBS off the Lehman Brother’s sponsored UK conduit,

e St Eurosail. Was the fact that both deals were non-prime coincidence, or does this
mark a new beginning for what might turn out to be an enormous market?

THE REPORT IS BASED ON EXTENSIVE ORIGINAL RESEARCH, INCLUDING COMMENTS FROM:

Prof David Miles — Managing Directorand ~ Michael Bolton, CEO, edeus mortgage Mike Culhane, CEO, Oakwood Group Cristophe Lammar, Managing Director,
Chief UK Economist, Morgan Stanley creators Derek Lloyd, Group Treasurer and Head of Bear Immo
Ron Thomson, Head of Securitisation Edward Register, Senior Director, Capital Markets, Kensington Group Rob Bier, CEO, Sparck Hypothekan
Research, RBS Fitch Ratings Rizwan Hussain, Head of Portfolio Ganesh Rajendra, Head of European
Birgit Specht, Managing Director, David Fiske, Product Marketing Manager, Arbitrage, Structured Consumer Capital, Securitisation Research, Deutsche Bank
Securitised Products Strategy, and Sophia Lewtan Technologies ABN AMRO Udo van der Linden, Head of Structured
SKtar:t:tz’ [(’:'{EC:‘;L— ??icst:ﬁd Products Michael Clapper, CEO, Enterprise EDGE  Ferdinand Veeman, GMAC RFC Consumer Capital, and Klaas van der
AR Paul Robinson, CEO, Solent Mortgage Ganesh Rajendra, Head of European Velde, Head of Structured Consumer
Gregg Kohansky, Head of UKRMBS team,  ggrvices Seaurisiem Fessardn. e e e Capital, Continental Europe, ABN AMRO
Fitch Ratings !
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S h °“ th Prime lenders have the luxury of alternative To explore the prospects for the non-

o OWW| e funding sources, and in a post-Basel |l world of conforming RMBS sector in the wake of the
H 1A L far lower risk weightings for on-balance-sheet liquidity crisis, IFR commissioned leadin

liquidity crisis affect : Qe g
qu d crisisa mortgages, they are even more likely to keep market practitioners to investigate the case

the European non- mortgage loans on their books. As a result, the for At et e of (e marketand i

European RMBS sector will see an increasing highlight the issues facing issuers and

COnfOI'mmg RM BS prevalence of non-conforming deals from the investors in the future:

non-bank originators with much smaller

market? balance sheets, for whom securitisation will ® What are the main drivers of the non-
L] . . . . 2
continue to be the main source of funding. conforming RMBS market?
® How will lessons learned from the liquidity
EUROPE Vs US crisis shape the non-conforming market?

There can be no doubt that the picture has been
sullied by the events of summer 2007, and that
the landscape that had existed prior to the

® What differentiates the European and US
markets and why does it matter?

liquidity crisis will be markedly different to the ¢ What are the demographic trends across
one going forward. Investor fears over poorly Europe and what do they mean for the non-
originated US sub-prime mortgage loans have conforming market?

tainted the product and driven some investors ® Which countries offer the best opportunities
away permanently. But the differences between and why?

the European and US markets far outweigh the o

Who are the main players in Europe’s non-

similarities, and the driving forces that attracted conforming market?

buyers to the non-conforming space in the first

instance are still in place. ® Who are the new entrants and why have they

entered the market?

OPPORTUNITIES FOR NEW ® How can deals be engineered to withstand
MARKET PLAYERS stress levels well beyond the expected worst
Spurred by a range of factors, not least a range case market downturn?
of member state initiatives, growth in the so- European Non-Conforming RMBS: A new
called ‘non-standard” population looks set to beginning? makes fascinating reading for
outpace ‘standard’ population growth by some investors, lenders, syndicate professionals,
margin, and demographics across the region research analysts, information technology
suggest this will continue for the foreseeable experts and lawyers, both seasoned veterans
future. This is why some firms are entering into and newcomers alike.
previously unfamiliar mortgage markets, aiming

'fr market Intelllgence to eXplOit the Untapped but growing niche that
the established branch network players serving
the prime market have so far ignored. William Thornhill

William is assistant editor, structured finance at
International Financing Review. He specialises in
European wholesale mortgage financing and
also writes on the European Collateralized Debt
Obligation market. William previously reported
on the covered bond sector at IFR. Prior to that,
he worked for several years as European
economist at Thomson’s Bond Data

Likewise, new investors have already entered
the market and more will continue to come on
board. And because the crisis has left many
sound non-conforming products undervalued,
the opportunities could be considerable for
those who understand the risks.

European Non-Conforming RMBS: A new

EUROPEAN beginning? an in-depth intelligence report from .
NON-CONFORMING c e U International, and before then, as a government
RMBS: A NEW BECINNING? IFR, lifts the lid on the whole value chain, from 8

bond analyst on Informa group’s MCM
YieldWatch service.

Y WL THORRELL.

mortgage origination and distribution channels
through to servicing, information systems, the
securitisation exit and post-launch portfolio
management.

William has 25 years market experience,
beginning in 1982 as a commodity trader with
Cargill, then as a foreign exchange trader with
Barclays Capital and subsequently Deutsche
Bank. He qualified from the University of
Lancaster with a Masters in Business Analysis.
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The report examines the many opportunities in
the non-conforming sector across Europe, while
spotlighting the challenges and pitfalls,
particularly in the UK and Spanish markets
where concerns of a prospective fall in house
prices continue to steal the headlines.

THOMSON
—— For more details on this report

see the full contentslist >>>
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European Non-Conforming RMBS:

A new beginning? should make
fascinating reading for investors, lenders,
syndicate professionals, research

CO01 What can Europe Learn from the US?

analysts, information technology experts
and lawyers, both seasoned veterans and
newcomers alike.

C04 Size and Growth Outlook for UK Non-

fixed-rate mortgages (prepayments

. Conforming and payment shock), second charge

Andrew South, Credit Analyst — S&P mortgages (arrears and losses) and

The meltdown in the US sub-prime Gregg Kohansky, Head of UK RMBS in-house versus outsourced
housing market continues to make team, Fitch Ratings servicing?

headlines. Practitioners in the most
developed European market, the
UK, are clear that the scale of the
problem is unlikely to be matched,

What size is the non-conforming/near-
prime market?

Many players have entered the party
lately, what is their aggregate lending

What are the main differences between
the US and UK nonconforming

markets and how have they
contributed to spread volatility?

Why is that? target?
What are the differences in
Are there lessons to be learnt from the i i
Does tlje capacity exist to reach these performance, quality and structure
us? lending targets?

What were the main causes of the US
meltdown — going down the credit
curve?

Brokers forcing loans that should not
have been made

Given the UK market could become,
or already is over-brokered, are there
any checks and balances that might
prevent a similar experience to the
US from developing?

S01 UK
C02 The UK Housing Market

Prof David Miles — Managing
Director and Chief UK Economist,

Is there a risk that lenders go down the
credit curve to achieve lending targets?

What is the growth outlook,
best/medium/worst case?

Taking into account likely redemptions,
what issuance can be expected?

Identifying Risky Pools (Part 1)

Alexander Batchvarov, International

Strategic Finance Strategist; William

Howard Davies, ABS Analyst &

Flavio Marco Rusconi, Research

Analyst, Merrill Lynch

What is the outlook for buy-to-let
mortgage and how does this outlook
vary regionally within the UK?

Cos

Co6

between the main non-conforming
RMBS series?

Buy-to-let — identifying UK Relative
Value (Part 2)

Though performance has been
exemplary to-date, can this continue?

What magnitude of house price declines,
over what period, would be needed to
see a significant number of loan
holders fall into negative equity?

What sort of stress (read house price
declines) would be needed to cause
losses for junior note holders in the
riskier buy-to-let mortgage pools?
How likely is this?

Morgan Stanley How do b | d e . Would a fall in the value of house prices
What is the size and structure of the UK ow do buy-to-let un e;wntmg Eigein lead to a fall in rental yields?
housing market? vary between lenders?

What are the latest metrics impacting it
such as demand, supply of stock,
mortgage approvals, affordability and
interest rates?

At what point is the UK likely to be in
the housing market cycle, what is the
most likely outlook — central, best
and worst case?

€03 Defining UK Non-Conforming

Ron Thomson, Head of

Securitisation Research, RBS

UK lenders have not gone as far down
the credit curve as the US,
reflecting the fact that lending has
been targeted primarily on the less
risky ‘near-prime’ sector. But there
is no FICO system in the UK, so how
can we be sure exactly what the
profile of loan holders is behind

Multiple property portfolios and
professional landlords — what are the
risks relative to amateur landlords
and is there an optimum property
portfolio size?

What is the outlook for buy-to-let
repossessions?

What is the outlook for buy-to-let RMBS
volumes and spreads?

What is the degree of variance in self-
certification between lenders?

What are the implications of the
increased use of mortgage payment
affordability rather than income
multiples?

What is the difference between lenders
in terms of underwriting criteria and
relative spreads between product
types and lenders?

co7

cos

What are the demand and supply
dynamics for the rental market?

To what extent could foreclosure values
fall below loan values?

Which deals have the strongest/weakest
buy-to-let collateral (regarding LTVs,
rental coverage, number of
self-certified)?

Profile of UK Infrastructure

Michael Bolton, CEO, edeus
mortgage creators
Who is buying whom and why?

How is the landscape changing?
The Role of Servicers

Edward Register, Senior Director,
Fitch Ratings
What are servicers?

How can servicers become important

collateral pool? What are the risks inherent in both risk mitigants?
RBS UK Sub-prime drift but not deals: right-to-buy and buy-to-let What servicers can and should be
Fitch defines credit adversity — how mortgages? doing? For what fee?

do issuers measure up against this
and who are the best/worst?

Looking ahead, what are the key risks
and likely performance attributes of

Are different levels of surveillance
required for different types of
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collateral? Who are the best/worst?
League table

C09 Information System Providers

David Fiske, Product Marketing

Manager, Lewtan Technologies

What is needed from information
systems to maintain adequate
surveillance of loan collateral pools?

Are all systems up to the job? If not
why not?

Which system(s) are the most capable
and why?

C10 Origination Information Systems

Michael Clapper, CEO, Enterprise

EDGE

How and what should non-prime
mortgage loan origination systems
aim to provide?

Given the plethora of non-prime RMBS
platforms, is it possible to provide a
one-size-fits-all solution to users (who
will potentially have different systems)?

Who are the main users?

Who are the main IT providers?

Do all systems provide accurate and up
to date non-prime loan sourcing?

Why is it important to provide instant
audit trails from a regulatory
perspective?

C11 Distribution networks — Defining

Opportunities and Pitfalls

Michael Bolton, CEO, edeus

mortgage creators

How and by whom are UK non-
conforming mortgages originated?

Who are the key non-bank players?

What is their role?

How can quality origination standards be
upheld?

C12 The Role of Packagers

Paul Robinson, CEO, Solent Mortgage

Services

What are packagers and what do they
do?

Who can they benefit and why?

Who are the main players?

C13 Business Models

Mike Culhane, CEO Oakwood Group
Derek Lloyd, Group Treasurer and

Head of Capital Markets, Kensington
Group

What does risk-based pricing mean?

What could motivate vendors to side-
step risk based pricing?

What are the consequences?

With competition heating up, is risk
based pricing being compromised?

C14 Whole Loan Market

Rizwan Hussain, Head of Portfolio
Arbitrage, Structured Consumer
Capital, ABN AMRO

What is the whole loan market?

How does it work?

What are the advantages for sellers and
buyers?

What is the size and recent growth
trends?

What submarkets can be distinguished?

What is the growth outlook,
best/medium/worst case?

Does the capacity exist for all these
players to reach their lending targets?

Who are the main players and who has
entered the party lately?

What strategies can be distinguished?

S02 CONTINENTAL EUROPEAN NON-PRIME

C15 Macro-economic Assessment of the
Spanish Housing Market

Pablo Beldarrain Santos and Javier

Martinez de Olcoz Cerdan, Analysts,

Morgan Stanley

A macro assessment of the Spanish
housing market, including mortgage
market size, growth outlook,
demographic trends, home ownership
trends

Demand and supply dynamics and
resulting outlook for housing
inventory and mortgage growth based
on varying underlying economic
assumptions

What are the demographic trends, home
ownership trends and growth outlook?

C16 Analysis of the Size of the Spanish
Non-Prime Sector

Ferdinand Veeman GMAC RFC

What is the size and recent trends of the
housing market and mortgage
market?

PDF

ELECTRONIC
VERSION
AVAILABLE

European Non-Conforming RMBS: A new

beginning? is also available in PDF format,
enabling you to share key information with
colleagues across your company.

To discuss this option and pricing please
email john.woodward@thomson.com

Do existing commercial banks lend to
the non-conforming or near-prime
market?

What is the estimated size of the near-
prime, non-conforming market?

To what extent is an infrastructure in
place in terms of servicing platforms
and distribution platforms?

Is there a national credit scoring system
or equivalent?

What are the key challenges that need to
be overcome?

Who are the main players looking to set
up/who have set up platforms?

C17 Analysis of the Size of the Italian

Non-Prime Sector

Ganesh Rajendra, Head of European
Securitisation Research, Deutsche
Bank

Analysis of the Size of the French
Non-Prime Sector

Cc18

Cristophe Lammar, Managing
Director, Bear Immo

C19 Analysis of the Size of the Dutch
Non-Prime Sector

Rob Bier, CEO, Sparck Hypothekan

C20 The German Housing Market

Ganesh Rajendra, Head of European
Securitisation Research, Deutsche
Bank

C21 German Non-Conforming Potential

Udo van der Linden, Head of
Structured Consumer Capital,

and Klaas van der Velde, Head of
Structured Consumer Capital,
Continental Europe, ABN AMRO
Current offering on the German market

Size of German conforming and non-
conforming market

Hurdles to overcome

Is there a German non-conforming
market?

Differences between UK and Germany

C22 Analysis of the Size of the Irish

Non-Prime Sector

Please note: These contents were correct at time of going to print, but may be subject to change.

To order your copy of this report today, simply complete

and return the order form on the back page.
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OTHER KEY REPORTS:

EUROPEAN REAL
ESTATE: A NEW
ASSET CLASS é
COMES OF AGE?

BY VARIOUS LEADING EXECUTIVES RS

This state-of-the-industry report is a collection of highly informed,
in-depth articles on all aspects of real estate markets in Europe,
written by some of the most experienced players in the business. It
offers fantastic insight into the full range of Europe’s fast-developing
real estate capital markets and answers:

How will capital markets products help the real estate sector?

What are the macro drivers and prospects for real estate per country?
What are the market trends across the continent?

What are the latest developments in commercial and residential MBS?
How are the UK, Germany and European-wide REIT markets likely to develop?
Which emerging markets and products offer the best prospects?

Unlike any other report, European Real Estate: A New Asset Class
Comes of Age? focuses on the importance of real estate and real estate
solutions as drivers of capital and financial market activity. It offers unique
guidance on how to gain exposure to this asset class.

By reading this report you will be best-placed to take advantage of
financing and investment opportunities in European real estate.

PAGES: 153
PRICE: £495/US$941
PUBLICATION DATE: JULY 07

CO1 Where is Real Estate on the Path to Full Asset Class Status?

By Paul Rivlin, Joint Chief Executive, Eurohypo Real Estate
Investment Banking, London

C02 Macro Drivers and Anticipated Economic Performance Across Europe
By Joe Valente, Director of UK Research & Development, DTZ, London
C03 European Real Estate in a Global Context

By Dr Paul Kennedy, INVESCO Real Estate and the University of
Reading, Luke Powell and Hubertus Baumer, DTZ Research

C04 Priced for Perfection — Equity Inflows into Real Estate in Europe

By Stephen M. Coyle, Managing Director, Citigroup Property Investors;
Portfolio Manager & Founder, Citigroup Real Estate Partners, New York

CO5 European CMBS Issuance

By Hans Vrensen and Mark Nichol, Securitisation Research,
Barclays Capital, London

C06 European RMBS Issuance
By Jean-Marc Poilpre, IFR
CO7 Property Derivatives

By Rawle Parris, Executive Director, and Philip Ljubic, Assistant
Director, ABN AMRO, London

C08 German Distressed Property: Recovery in Sight
By John F. Tsui, President, Peninsula House, LLC, New York
C09 Capital Flows and IPOs — The Convergence Story in Emerging Europe
By Mark Robinson, Head of Research, CA IB International
C10 REIT Revolution — A Global Overview
By Scott Crowe and Katie Kolchin, Analysts, UBS
C11 The French REIT Landscape — The French ‘REIT-volution’
By Sophie Javary, Managing Director, ABN AMRO Rothschild, Paris
C12 Prospects for UK REITs

By Simon Clark, Real Estate Tax Partner and Tom Road, Real Estate
Associate, Linklaters, London

C13 Strong Prospects for the German REIT Market

By Dr Tobias Just, Senior Economist, Deutsche Bank Research,
Frankfurt am Main

THE FUTUREOF o
THEGLOBAL
COVERED |
BOND MARKET = ...

BY MICHAEL MARRAY RS

The last five years have seen resounding success for covered bonds,
with new jurisdictions coming into play, a steadily broadening
investor base, and a relentless tightening of spreads

forissuers.

However after a long period of high liquidity, the sub-prime mortgage
turmoil in the US and resulting turbulence in the global credit markets,
scared some investors away from any product related to mortgages.
Covered bonds are also facing their own specific challenges, with investors
becoming far more critical about structures, and legal and political risk.
The challenges for the covered bond market in 2008 and 2009, with new
jurisdictions, structures and underlying assets, will be to strike a balance
between letting the market evolve, while trying to preserve the integrity of
the product.

The Future of the Global Covered Bond Market offers a highly insightful
analysis of the market, its main participants, and its likely future direction.
The report covers all the key subjects:

® |ssuers’ techniques

® The widening investor base

® Rating agency methodologies

® Factors driving supply and demand.

In addition the report profiles the most important covered bond markets by
country and evaluates the specific covered bond law around the world. It
also includes a wealth of data on all global covered bond deals since 2000.
Drawing on interviews with some of the market's most experienced
covered bonds executives, including senior officials at the ECBC and vdp,
this report is a must-read for issuers, arrangers and investors alike.

PAGES: 133

PRICE: £795/US$1511

PUBLICATION DATE: SEPTEMBER 07
Executive Summary

CO1 Introduction

C02 The Issuers’ Perspective

C03 The Evolving Investor Base
C04 Supply Trends

CO5 Rating Agency Methodologies
C06 National Markets
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Denmark Norway
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Hungary Sweden
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Future bond models
Tables & Figures

For further information on every report
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