INDIA SECURITIZATION FORUM

SECURITIZATION : AN ECOSYSTEM

PERSPECTIVE







AFFORDABLE HOUSING

®* GOVERNMENT POLICIES : CENTRE-STATE COORDINATION
ONS AND PROMOTION




SUSTAINABLE FUNDING

®* NEED FOR POLICY FRAMEWORK AND BUSINESS MODEL




ACCESSIBILITY

® INCLUSIVE HOUSING : CENTRE/STATE PARTNERSHIP
AOUSING FINANCE




ROLE OF SECURITIZATION

AN IMPORTANT INNOVATIVE MEANS FOR EXPANSION AND
RATIZATION OF CREDIT




SCOPE FOR SECURITISATION

SECTOR PERSPECTIVE LENDERS’ PERSPECTIVE

® Capital Deficient Sector ® Liquidity Requirement

owing Primary Market S e

s Market-based . : -
® Risk Dispersion

Vi

INVESTORS’ PERSPECTIVE

® Exposure to the underlying
mortgages

® Appreciating Assets

®Tra



* Off balance sheet financing

®* Alternative investor base-retail &
institutional

® Sharing of risk

® Improves capital structu




FEATURES OF MBS MARKET

®  Prudent lending with transparency

Conforming Mortgages

" Tracking th lyi t
RElieAtisiunderlying assets Standardized Pool Selection criteria

= Securitisation to induce greater
Seasoning requirement

Consistent performanc




l /
1\\5 Mortgage loans to high risk borrowers with

low or uncertain incomes, low assets, high

g income o poor rdiistores

Costly due to high risk : Low Doc/Low
Income loans

Low origination and documentation
standards; Originate — To - Sell




KEY PLAYERS IN THE GAME




\\} High demand for mortgages
]

Enhanced opportunity for borrowers to refinance

WHAT High LTV

Declining Interest Rates

4-_~

L ——

Borrowing more attractive versus renting

Investors demand for MBS
R

Lenders and Investors- In pursuit of higher yields

12

T



Q\) High Liquidit
1\@ .

High Risk appetite
e

Lenders- In search of business

L es——

Aggressive lending practices

Declining Interest rates

Rising property values



Subprime lending
became a habit

Housing bubble
popped = Subprime
meltdown 2>
decrease in investor
confidence

Lent to the people
ignoring their
financial health to
buy houses

| Borrowers defaulted

Decrease in number
of takers for financial

instruments backed
by mortgages

Investors refused to
buy the assets

Liquidity crisis for the
lenders

Bankruptcy filings

Leveraged risk
materialized

/.




Increased foreclosures

IMPACTS Prices declining

Interest rates moving-up

Resulting in higher defaults

Reverse conditions since 2004- rising interest
rates and falling property prices

Precipitated the Crisis

Full circle




GLOBAL FINANCIAL CRISES
CAUSES

® Poor underlying loan origination process

dent issuance of complex and opaque securitized proc




GFC : LESSONS

» Prudent lending with transparency




POST GFC- REGULATORY RESPONSES

® Aiming for simple, transparent and standardized securitisation system

ing disclosure requirements to ensure better tra







® Loan to value ratio is moderate

®* The Indian mortgage lenders, by and large
conservative and cautious

®* Well regulated market, Prudentic

and Directions

® Proactive Rec

-

T/O :



STABILITY CHALLENGES

CAUSES RESPONSES

® Overheating of the Market ® Monitoring Liquidity and prices

Price Bubble ® Monitoring Price Trends and Valuatior

® Regulatory Interventio







LOOKING
AHEAD

> Need to revive the MBS market with lessons learnt

> Role for a dedicated secondary Mortgage Market

Institution to act as Centralized Securitisation Vehicle

X Bring discipline to the market

**Prudent underwriting standards
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