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Global Credit Availability
Securitization has fueled the growth of global credit availability

Percent securitized is calculated as the percentage of loans securitized outstanding over total loans outstanding*
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Key Factors to Restore Confidence
Respondents see better disclosure, restored confidence in CRAs, 
and greater valuation certainty as key to restoring confidence
Average weight given by respondents allocating 100 points across 6 factors
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Disclosure and Valuation
Stakeholders view disclosure and valuation as most critical to 
restarting the market
Relative importance of factor to restoring confidence 
in the securitization markets in the near-term
Average relative rating received
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Recommendations
► Increase and enhance initial and on-going pool information on US non-agency 

RMBS and European RMBS into a more easily accessible and more standardized 
format.

► Establish core industry-wide market standards of due diligence disclosure and 
quality assurance practices for RMBS.

► Strengthen and standardize the representations and warranties as well as 
repurchase procedures for RMBS.

► Develop industry-wide standard norms for RMBS servicing duties and evaluating 
servicer performance.

► Expand and improve independent, third-party sources of valuations and improve the 
valuation infrastructure and contribution process for specified types of securitization 
and structured products.

► Restore market confidence in the CRAs by enhancing transparency into the CRA 
process.

► Establish a Global Securitization Markets Group to report publicly on the state of the 
market and changes in market practices.

► Establish and enhance educational programs aimed at directors and executives with 
oversight over securitized and structured credit groups, as well as at investors with 
significant exposure to these products.



Discussion/Critique of Joint 
Report Analysis and 
Recommendations
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Consumer ABS -- Ratings Record
Remains Stellar (Jan 86—Oct 08)

Downgrades - 1986--2008
Home Equity

77.4%

Tobacco
6.0%

Aircraft Leases
1.0%

Auto
1.7%

Credit Cards
0.6%

Franchise
1.8%

Other
3.0%

Student Loans
2.9%

MH
5.7%

► Autos account for 23% of all ABS upgrades / only 1.7% of downgrades
► Consumer ABS account for small minority of adverse rating actions 
► Consumer ABS downgrades account for only 5.5% of downgrades ever in ABS 

market

Source: Moody’s Ratings.
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Credit Cards – Consistent With Long-Term Trends

► Credit card chargeoffs reverting to more normalized long-term levels ( 5–6%, currently roughly 
6% range )

► Chargeoffs dipped to unsustainably low levels post-2005 (bankruptcy law change and strong 
economy) 

► Excess spread remains near record high levels in 5—6% range
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Prime Auto Performance Is 
Consistent With Historical Trends

► Auto net losses revert to long-term trends
► Weakening outlook– expect 2-4% net loss, but structures built for performance 
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Current Securitization Markets
Securitization markets remain anemic
Global structured product issuances
$ Billions
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Product Expectations
Market participants expect products to recover at different speeds
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Consumer ABS Issuance
Consumer ABS issuances held up relatively well prior to fall of 2008
3-months running average global issuance
$ Billions
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Global Real Estate Issuance
Global real estate issuances have ground to a halt
3-Months running average issuance
$ Billions
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Contributing Factors to Current Crisis
► Deteriorating loan underwriting standards undermined 

underlying asset quality.
► The market relied too extensively on ratings that in some 

instances proved to be overly optimistic.
► Complex, highly leveraged positions created a precarious 

market position.
► Dealers and investors misjudged liquidity risk and fell victim 

to the carry trade.
► Lack of a sense of shared responsibility for the integrity of the 

system as a whole.
► Rising losses in the US subprime market triggered a crisis in 

confidence that drove a self-reinforcing and vicious 
downward cycle.
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Contributing Factors to Current Crisis
Rising losses in the subprime market drove the vicious cycle that yielded 
the current crisis

Risk aversion
of investors

Falling 
asset 
prices

Announce-
ment
of losses

Banks reduce 
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other banks

Banks pay 
inflated price 
for liquidity

Investors 
avoid 

lending to 
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HF need to 

liquidate 
positions                                  

Rising losses in subprime market

Securitization 
markets
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Global Initiatives Underway
1. Increase and enhance initial and on-going pool information on 

US non-agency and European RMBS into more easily 
accessible and more standardized format

▪ ASF Project RESTART 
▪ ESF RMBS Issuer Transparency Principles 

project

▪ Revised request for comment on ASF RMBS 
Disclosure Package – 2008

▪ ESF Issuer Transparency Principles –Dec 2008

Action plan and SIFMA, ASF, ESF, AusSF efforts already underway
Recommendation Effort Next steps

2. Establish core industry-wide market standards of due diligence 
disclosure and quality assurance practices for RMBS

▪ SIFMA US RMBS Pre-securitisation Due 
Diligence Standards Working Group

▪ ASF Project RESTART 
▪ AuSF Transparency Task Force

▪ Integrated set of recommendations – 2009
▪ ESF implementation

3. Strengthen and standardize the representations and warranties 
as well as repurchase procedures for RMBS

▪ ASF Project RESTART Repurchase Working 
Group

▪ Initial request for comment on uniform set of 
repurchase procedures – Early 2009

▪ ESF implementation

4. Develop industry-wide standard norms for RMBS servicing 
duties and evaluating servicer performance

▪ ASF Project RESTART ▪ Request for comment on both servicer 
performance metrics and model set of servicing 
provisions –Early 2009

▪ ESF implementation

5. Expand and improve independent, 3rd-party sources of 
valuations and improve the valuation infrastructure and 
contribution process for specified types of securitization and 
structured products

▪ SIFMA Project Value Task Force 
▪ AuSF Transparency Task Force

▪ Project Value Task Force being formed – 2008
▪ Australian Best Practice Pricing Model concept 

launched

6. Restore market confidence in CRAs by enhancing transparency 
in the CRA process

▪ SIFMA CRA Task Force recommendations 
released

▪ Comment letters on SEC and EC CRA reform 
proposals submitted by ASF and SIFMA/ESF 
CRA Task Forces

▪ Second phase of CRA reform proposals

7. Establish Global Securitization Markets Group to report publicly
on the state of the market and changes in market practices

▪ Global Securitization Markets Group ▪ Markets Group to be established prior to 2008 
year end and publish first report – mid-2009

8. Establish and enhance educational programs aimed at 
directors, executives and investors with significant exposure to
securitized and structured credit products

▪ ASF Securitization Institute
▪ AuSF Transparency Task Force
▪ ESF Member Education Programs

▪ In progress
▪ AuSF proposed Fit and Proper person 

certification program through its education arm Source: SIFMA, ASF, 
ESF, and AuSF
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Projected 2010 Volume
2010 volumes expected to decline considerably for non-prime 
RMBS and CDOs, but ABS to hold up somewhat better
Projected 2010 volumes
Percent of 2006 volumes
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Projected Product Return
Expectation of reduced complexity is highly correlated with timing of 
market return and differs significantly by asset class
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ADDITIONAL INFORMATION AVAILABLE UPON REQUEST
Citigroup research analysts receive compensation based on a variety of factors. Like all Citigroup employees, analysts receive compensation
that is impacted by Citigroup’s overall profitability, which includes revenues from, among other things, investment banking activities. Analyst
compensation is determined by Citigroup research management and other senior management (not including investment banking personnel).
ISSUER-SPECIFIC DISCLOSURES
For issuer specific disclosures, please visit https://www.citigroupgeo.com/geopublic/Disclosures/index_a.html. Otherwise please contact
Citigroup Global Markets Inc., 388 Greenwich Street, 11th Floor, NY, NY 10013, Attention: Fixed Income Publishing for additional assistance. .

LIQUIDITY PROVIDER DISCLOSURE
Citi is a regular issuer of traded financial instruments linked to securities that may have been recommended in this report. Citi regularly trades
in the securities of the subject company(ies) discussed in this report. Citi may engage in securities transactions in a manner inconsistent with
this report and, with respect to securities covered by this report, will buy or sell from customers on a principal basis. For securities
recommended in this report, in which Citi is not a market maker, Citi is a liquidity provider in the issuer’s financial instruments and may act as
principal in connection with such transactions.
VALUATION METHODOLOGY AND OTHER DISCLOSURES
“Relative Value”-based recommendations is the principal approach used by Citi’s Fixed Income Strategy and Analysis (“FISA”) and Economic
& Market Analysis (“EMA”) divisions’ strategists/analysts when they make “Buy” and “Sell” recommendations to clients. These
recommendations use a valuation methodology that is principally driven by opportunistic spread differences between the appropriate
benchmark security and the security being discussed: (1) that have different maturities within a unique capital structure, (2) that have different
collateral classes within a unique capital structure, or (3) that reflect a unique opportunity associated with a debt security. In addition, it is also
not uncommon for a strategist/analyst to make an “Asset Swap” recommendation, such as a “Buy” and “Sell” recommendation between two
securities from the same issuer/tranche/sector.
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OTHER GENERAL DISCLOSURES

This research report was prepared by Citigroup Global Markets Inc. (“CGMI”) and/or one or more of its affiliates (collectively, “Citi”), as further detailed in the report, and is provided 
for information and discussion purposes only. It does not constitute an offer or solicitation to purchase or sell any securities or other financial products.  This report does not take into 
account the investment objectives, financial situation, or particular needs of any particular person. Investing in securities and other financial products entails certain risks, including 
the possible loss of the entire principal amount invested. Certain investments in particular, including those involving structured products, futures, options, and other derivatives, are 
complex, may entail substantial risk, and are not suitable for all investors. The price and value of, and income produced by, securities and other financial products may fluctuate and 
may be adversely impacted by exchange rates, interest rates, or other factors. Prior to effecting any transaction in options or options-related products, investors should read and 
understand the current Options Clearing Corporation Disclosure Document, a copy of which may be obtained on request from your Citi representative. Certain securities may not be 
registered with, or subject to the reporting requirements of, the US Securities and Exchange Commission or any comparable regulatory authority. Information available on such 
securities may be limited. Investors should obtain advice from their own tax, financial, legal, and other advisors and only make investment decisions on the basis of the investor’s 
own objectives, experience, and resources.   The information contained in this report is based on generally available information and, although obtained from sources believed to be 
reliable, its accuracy and completeness is not guaranteed. The analysis contained in this report is based on a number of assumptions. Changes in such assumptions could produce 
materially different results. This communication is not intended to forecast or predict future events. Past performance is not a guarantee or indication of future results.  Citi research 
analysts may communicate with sales and trading personnel and other Citi personnel for the purposes of gathering and analyzing market information and may discuss with such 
personnel information regarding, among other things, market trends, economic trends, the market for bonds of a specific issuer, and other market information (such as current prices, 
spreads, and liquidity), as long as such communications do not impair the analyst's independent ability to express accurately his or her personal views about any and all of the 
subject securities or issuers. Other Citi personnel who do not function as research analysts, including sales and trading personnel, may provide oral or written market commentary or 
trade ideas to Citi’s customers or proprietary trading desks that differ from the views expressed in this report. Citi’s proprietary trading and asset management businesses may make 
investment decisions that are different from the recommendations contained in this report. Citi has no duty to update this report, and the opinions, estimates, and other views 
expressed in this report may change without notice. No liability whatsoever is accepted for any loss (whether direct, indirect, or consequential) that may arise from any use of the 
information contained in or derived from this report.  Securities recommended, offered, or sold by Citi (unless expressly stated otherwise): (1) are not insured by the Federal Deposit 
Insurance Corporation or any other body; and (2) are not deposits or other obligations of Citibank, N.A. or any other insured depository institution.  Citi does not provide tax advice 
and nothing contained herein is intended to be, or should be construed as, tax advice. Any discussion of US tax matters contained in this report was written to support the promotion 
or marketing of the transactions or other matters addressed herein and is not intended to be used, and must not be used by any recipient, for the purpose of avoiding US federal tax 
penalties. Recipients of this report should seek tax advice based on the recipient’s own particular circumstances from an independent tax adviser.  This report is intended for 
distribution solely to customers of Citi in those jurisdictions where such distribution is permitted. No part of this report may be copied or redistributed by any recipient for any purpose 
without Citi’s prior written consent.  Local law requirements may prohibit certain investors from effecting a transaction in the security or securities covered in this report. US persons 
wishing further information or to effect a transaction should contact a registered representative of CGMI in the United States. Non-US persons wishing further information or to effect 
a transaction should contact a Citi entity located in their own jurisdiction unless applicable governing law permits otherwise.

Citigroup Disclaimer
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