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\ Senerit to 0o ro VEIS: many more persons are
able to berrew: via lower downpayment

Benefit to Ié'ndgrs: lenders share credit risk
with the insurer & thus can take more risk



¥ r the outstanding balance,
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Insurance Coverage: whole loan or the
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“Top Slice” now becoming dominant via
growth of private mortgage insurance




Private Ml

Australia
New Zealand
Ireland

South Korea

Private &

Public _* _I




Vionde JH Jrujr' nce |s Under

Estonia
Latvia
Slovenia



S

No With
Mortgage Mortgage
Insurance Insurance

Property Value

LTV

€L L Ml Guaranty
T0% LTV
Bank Risk LTV

Bank Risk




oA
surance through foreclosure
enance (reasonable/customary)



ally sound: set
costs

Ve a specified ratio
: be determined)
Regulators grant lower risk weights for

iInsured loans



& Risk Management
ector Development
he Economy via

increased Housing Construction



ViINSEnerits'to Lenders

i L)

P

“WEleVidES coverage for default on a residential
MeHgadENoan » '

“SVIINUlyACeVETS - ofieduces - the lender’'s loss
- Wienraeiatioccurs

\/ HQWJ |ENG ors o share risk with the
Insurel
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MI allows banks to decrease their spread (the
risk premium component of the spread)
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ExienEsimotgade finance to those with
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" Allows those who would eventually save
a larger d; V\ﬁ)ayment o receive a loan
faster
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Encourages streamlined foreclosure practices
Promotes credit bureau development
Encourages improved property appraisal






REcommendations for
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WEiemote PrivatetMIlif possible

B noi ¢ goaz]blﬁ f@\/“ o& structure that
operaiesiike private Ml & plan for
orivatizaten™

" Insure only: the “top slice™: risk sharing

is important & banks should not rely on

Government in place of better risk
management




