ILN News Flash

UDINK & DE JONG ACTIVE IN CREDIT CRUNCH FALL-OUT

The last weeks, the US sub-prime mortgage crisis hit as well the Dutch mortgage market. UDINK & DE JONG is advising one of its prime clients how to deal with it in a diligent manner.  

The Dutch mortgage market has become highly competitive over the last years. On the consumer end, a lot of now mortgage lenders have broken themselves into the market place with sharp rates and new innovative products. On the funding side, mortgage lenders have securitized their port folios on a large scale.  

Some of UDINK & DE JONG’s clients are active in the servicing of mortgage loans for third parties. Our client is one of the two principal parties that is active in the Benelux mortgage market. It not only takes care of back-office activities but is as well involved in the process of bringing the mortgage loans to the consumers.  

One of its funders is the financial services branch of an US automotive group, which has extended its activities to home financing/mortgage loans. As a direct result of the current credit crunch, this funder recently had to announce that it with immediate effect would stop to provide mortgage loans in the Netherlands.  

At that moment, this funder had provided over 50,000 mortgage loans with an aggregate value of over € 10 billion. The largest part of this  mortgage loan port folio was -in part securitized- serviced by UDINK & DE JONG’s client.  

Prior to and anticipating on this announcement, our client instructed UDINK & DE JONG to advise on its  European position in several scenarios, including a possible bankruptcy of the mortgage funder.  

In the process of identifying the risks and advising on the appropriate approach, UDINK & DE JONG co-operated closely with our clients management, in-house counsel as well as the rating agencies Fitch and Standard & Poor and Allen & Overy which has co counseled of the securitization of several mortgage loan port folios in prior years.  

Fortunately, at this moment the consequences are the least of worst for our client. UDINK & DE JONG  keeps however a watchful eye in the current financial turmoil.  
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