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What we are hearing...

MORTGAGE
BANKERS
ASSOCIATION®

“It is a bleak
“How it works out is picture for mortgage
really a dart toss, lenders, in terms of
anyone’ s guess” (1) defaults for the next
year and in terms of
losses for the next
two years”

“No securitizations
will be issued in
sub—prime mortgage in

: the next 12 to 18
the brunt of an months - no one

inevitable slowdown trusts the rating
of consumer agencies
spending. The effect
on the real economy
in the rest of the

world depends on “it’ s a business that has

whether Fherg’s a validity but at a much smaller
hard landing in the size. Maybe it should be one-

quarter the size it used to be.
But that is_stij big ”

Sources: (1) Richard A. Yamarone (Director of Economic Research, Argus Research)
(2) Mortgage trader major Wall Street bank
(3) Nouriel Roubini (Economics Professor, NYU)
(4) Wilbur Ross (Business Week, August 9, 2007)

(5) Michael Youngblood, managing director of ABS research FBR Investment
Management
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What we are hearing...

MORTGAGE
BANKERS
ASSOCIATION®

“You need to worry
about who is left in
the origination arm

and whether you want
them “ (1)

“The data often
isn’ t there to
properly analyze the
portfolio” (3)

“Timing will be
everything - you
don” t want to jump
in too early — resets
are a pig in the
snake — but you
don” t want to miss
the opportunity” (2)

“The crisis in the
United States
subprime lending
market will run for
three years and more
than US$300 billion
of subprime mortgages
could fail” (5)

“There is likely to
be a further two
million mortgage

defaults before the
current cycle is

Sources: (1) Scott Carnahan (Former Partner, KPUG)
(2) Principal - FS focused PE Fund (September 2007)
(3) Principal - FS focused PE Fund (September 2007)
(4) Bill Gross (Chief Investment Officer, Pimco hedge fund)
(5) Jack Melvey (Chief Global Fixed Interest Strategist, Lehman Brothers)
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... and what that means for dealmakers...

Opportunities & Strategies




...and those performing diligence

Diligence thoughts
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