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1. EXECUTIVE SUMMARY

e Early Repayment: It was agreed that the report should be divided into two basic
sections: legal/regulatory and transparency. The problem, the cross-border
dimension as well as why early repayment is an important issue for mortgage
funding should be clearly explained. The section on the situation in EU Member
States will be further developed. MFEG members agreed that prepayment has
acost. MFEG members agreed that it was important to quantify the indemnity
and define "fair and objective".

e Property Valuation: MFEG proposed that a clear definition of the haircuts
currently existing should be made available. Their function should be clarified
(ie. for foreclosure, for market cycles, etc.) and the method of calculation
explained. TeGova or another international body should take the lead in this
exercise. Convergence and best practices should be the objective rather than
setting an EU standard. The section on indices should include a clear description
on why this is a funding problem and thus its relation to other subjects under
discussion (e.g. valuation and ERP).

e Land Registration. MFEG members agreed that the costs and duration of land
registration were barriers to the trading of cross-border loan portfolios as was the
need for borrower notification. Cross-border access should also be ensured.

e Data and Reporting: The report should clearly describe the problem in question
(impact of data availability and lack of standardisation on mortgage funding) and
how that impacts on mortgage funding.
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e Repos. A new section on central banks procedure for accepting repos should be
added.

e RMBS. MFEG agreed that in genera, Covered bonds and RMBS were
complementary financing tools. MFEG agreed that a specific securitisation law
was not a prerequisite for the development of a successful RMBS market (cf. the
UK example). MFEG felt that although a 26™ regime was a good solution in
theory, it might be unrealistic. Members therefore agreed to try and take a more
practical approach. Provisional discussions were held on recommendations for
the MFEG report.

e Temporary Warehouse Facilities: Provisional discussions were held on
recommendations for the MFEG report.

e Whole Loan Sde: Provisiona discussions were held on recommendations for the
MFEG report.

e MFEG Members agreed to provide the Commission with statistics on residential
mortgage funding.

e A Glossary will be developed for technical terms.
e Thedeadlinefor the final reports of the Sub-Groupsis 30 October 2006.

e The next meeting will be held on 25 October 2006.
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