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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,
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?
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So how will the
liquidity crisis affect
the European non-
conforming RMBS
market? 

Prime lenders have the luxury of alternative
funding sources, and in a post-Basel II world of
far lower risk weightings for on-balance-sheet
mortgages, they are even more likely to keep
mortgage loans on their books. As a result, the
European RMBS sector will see an increasing
prevalence of non-conforming deals from the
non-bank originators with much smaller
balance sheets, for whom securitisation will
continue to be the main source of funding. 

EUROPE Vs US
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
liquidity crisis will be markedly different to the
one going forward. Investor fears over poorly
originated US sub-prime mortgage loans have
tainted the product and driven some investors
away permanently. But the differences between
the European and US markets far outweigh the
similarities, and the driving forces that attracted
buyers to the non-conforming space in the first
instance are still in place.  

OPPORTUNITIES FOR NEW 
MARKET PLAYERS
Spurred by a range of factors, not least a range
of member state initiatives, growth in the so-
called ‘non-standard’ population looks set to
outpace ‘standard’ population growth by some
margin, and demographics across the region
suggest this will continue for the foreseeable
future. This is why some firms are entering into
previously unfamiliar mortgage markets, aiming
to exploit the untapped but growing niche that
the established branch network players serving
the prime market have so far ignored.

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
beginning? an in-depth intelligence report from
IFR,  lifts the lid on the whole value chain, from
mortgage origination and distribution channels
through to servicing, information systems, the
securitisation exit and post-launch portfolio
management. 

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. 
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To explore the prospects for the non-
conforming RMBS sector in the wake of the
liquidity crisis, IFR commissioned leading
market practitioners to investigate the case
for a re-emergence of the market and to
highlight the issues facing issuers and
investors in the future:

• What are the main drivers of the non-
conforming RMBS market?

• How will lessons learned from the liquidity
crisis shape the non-conforming market?

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

• What are the demographic trends across
Europe and what do they mean for the non-
conforming market?

• Which countries offer the best opportunities
and why?

• Who are the main players in Europe’s non-
conforming market?

• Who are the new entrants and why have they
entered the market?

• How can deals be engineered to withstand
stress levels well beyond the expected worst
case market downturn?

European Non-Conforming RMBS: A new
beginning? makes fascinating reading for
investors, lenders, syndicate professionals,
research analysts, information technology
experts and lawyers, both seasoned veterans
and newcomers alike.
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