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Figure 1. Global yearly issuance by collateral - $ billion (Banque de France, Dealogic)
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Figure 2. European yearly issuance by couh l:y and collateral, $ billion (Banque de Fran

Dealogic)
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What happenned?
Strucural flaws of securitisation

= Misalignments of incentives

= [ack of transparency

= Complexity and limited transparency led to an
overreliance on ratings
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Figure 4. European Securitisation Issuance 2002 - 2010 € billion (Source: OCDE, AFME)
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Figure 6. European and US structured-finance outstanding (Dec. 2010 € trillion)
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Figure 7. European securitisation outstanding 2008 - Q1 2012 € millions. (AFME)
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Figure 8. Spreads versus the Euribor in Europe for maturities of three to five years

(AAA tranches) and credit spread volatility by asset class. Source: ECB, AFME, BAML, BoF,
Dealogic
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Figure 9. European structured-finance default rates (mid-2007 to Q4 2010)*
Source: OCDE, Standard & Poor’s.
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¥by initial issuance volume #% by number of ratings

Collateral performance has remained strong in the past few years.

From mid-2007 to the end of 2010, only 0.95% of all European
structured-finance issues defaulted compared to 7.7% of US

structured-finance issues, and 6.3% among the universe of global
corporate bonds.
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Securitisation as a tool for enhancing
financial intermediation

Figure 11. Nonfinancial Corporate Debt Outstanding.

Nonfinancial Corporate Debt Outstanding

USS billions

Us.* Euroarea & UK.T China§ Japan§ Total
Nonfinancial corp. bonds 544 1726 862 1,154 9,166
Bank Ioans & other advances 6,082 9682 9,243 6,279 31,286
Total nonfinancial corp. debt (excl. securitized loans) 11515 11,408 10,095 7433 40,451
GDP (2011) 15,321 14776 6,988 5,855 42940

*Source: Federal Reserve Flow of Funds for Nonfinancial Businesses (March 2012), U.S. Bureau of Economic Analysis. 1Source: European Central Bank, Eurostat Bank of
England, ONS Blue Book 2011. 8Source: For bonds, AsianBondsOnline; for loans, Intemational Monetary Fund (IMF); For GDP, IMF's World Economic Outlook estimate
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Eurozone banking sector assets and GDP (AFME, Ernst & Young)
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EU still lacks well developed capital markets
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Measures implemented to enhance the
recovery of securitisation markets

* Risk retention measures
o Risk retention rate in CRD II
o Basel III requirements for resecuritisations

= Transparency

o ABS loan-level initiative by the ECB
o MIFID

= New regulations on credit rating agencies
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Barriers remain in the short term

e Loss of investor's e Impact of

confidence regulatory reforms
e Uncertain economic
environnement

The main requirements for securitisation being
useful as a tool for financing are:

¢ enhanced confidence, access and eligibility for
institutional investors;

¢ aligned incentives in both sides through a clear
regulatory stance;

¢ institutional framework; and

e standardization and transparency
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How to enhance securitisation in the long-
term?

Restore the inteconnection between supply and
demand:
o Encourage investors' supply: simplicity, transparency
o Permit originators to perform non-retained securitisation
activities

= Specific requirements for SMEs

o European Commission's Green Paper "Long-term financing of
the European economy"

=» Shift towards a more market orientated economy
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