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for finance companies. “Competition between banks has
probably gazumped the securitisation market. The banks
are offering cheaper finance with a simpler execution,”
observes McCarthy.

Among the latest of the new issuers entering the New
Zealand market is Southland Building Society, New
Zealand’s largest building society. It announced its first
securitisation — a NZ$190 million prime RMBS transaction
named SBS Oreti Trust No. 1 — in March.

However, Smith notes that while securitisation programs
provide building societies with an alternative and efficient
means of funding their books, not many have gone down
this path.

He says: “The problem here is that they don’t have scale.
There have been initiatives where some have got together
and looked at pooling their combined book. But none have
yet come to the market. There are challenges involved in
structuring such transactions, such as who is responsible for
servicing the assets.”

Smith adds that New Zealand’s credit unions are a diverse
bunch. “They don’t have anything like Credit Union Services
Corporation Australia Limited (CUSCAL) which enables
diverse players in Australia to aggregate into one funding
vehicle,” he says.

The corporate market for securitisation in New Zealand
is also limited.

Smith says: “There are possibly five or six players
that could do it and of these two or thee have already
securitised. The other two or three could come to the
market within the next 18 months to two years.”

A crucial missing link in the New Zealand securitisation
market is the absence of the major banks and the situation
is not about to change anytime soon.

“The banks are finding plenty of appetite to fund their
books on balance sheet,” explains Smith.

However, like others, Chaplin notes that Australian non-
bank lenders have made an active entrance into New
Zealand, reflecting the infrastructure that they already
have across the Tasman.
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Lancaster notes: “The Australian market is a lot more
mature. There’s a whole suite of documents already
established and they can just push the button and it gets
rolled out. It takes longer to get a deal out in New Zealand.”

“We are getting a lot of Australian issuers coming into
the market. They see no reason why they shouldn’t deal in
New Zealand. They are half the equation. One side is ready
to go. The other side are getting their heads together and
getting ready to go.”

But what generally deters foreigners from entering the
market, however, is the Approved Issuer Levy (AIL).

As Scott notes: “The AIL regime restricts offshore investors
from investing in New Zealand. There’s talk about it going.

“Finance companies are

either getting rated or they

are thinking about it. It adds to
their story if they can show wider
funding sources.”
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If it does, there will be big interest in the New Zealand
market. We often get offshore inquiries but the AIL charge
puts people off.”

As in other countries, RMBS dominate the New Zealand
market and are expected to continue to dominate. Smith
expects to see at least two more RMBS deals this year. One
will involve the Bluestone/Sapphire IV series and the other
will involve a debut issuer, he says.

So what other kinds of asset classes will be securitised this
year?

S&P’s Chaplin says: “We are getting a lot of inquiries
from New Zealand, including for reverse mortgages and
small to medium securitisation. Some will take time to
come to fruition.

“Without going into details, we have also received some
inquiries from New Zealand that have involved asset classes
that we haven’t seen securitised in Australia... We've also
had some interest from conduits looking at alternative asset
classes.”

She adds: “We haven’t seen commercial mortgage backed
securities (CMBS) transactions yet in New Zealand but there
have been inquiries at the small ticket end of the market.”

Indeed, CMBS is seen as an area of future opportunity
by several market players.

Smith notes: “CMBS has never really developed in New
Zealand because New Zealand is generally regarded as
overbanked. There’s fierce competition from banks to fund
their commercial property loan books that could be used
for securitisation. But there are also one or two structures
in development. I predict that we will see the first public
CMBS before the end of 2008. One or two small private
ones have already been done.”



McCarthy adds: “We are aware of people looking at CMBS
and auto finance. Those are two asset classes that haven’t
been on the radar screen before.”

Lever expects to see a CMBS deal this year, which would
constitute a new asset class, as well as more structured
finance asset classes coming through, such as reverse
mortgages. “There are potentially some deals in the
pipeline,” he says.

There are also some low doc notes making their way
through the system.
“Consumer finance is also getting interest. This is driven
by volumes. Over the last few years, consumer finance has
shown the biggest growth in the finance industry. As they get
better at it, these become bigger issues for these companies.”
Church says subprime and non-conforming securitisation
areas have been significant areas of issuance up to now

“There's been plenty of work done over the last couple of years to get the

interest of the people who control the assets, but pushing the button can

take some time."”

For his part, Pennington forecasts: “We will probably
see some regional lenders and smaller books coming
to the market. Commercial leasing could be a candidate.
We will see more conduits. I know that a lot of people are
interested in this.”

Scott adds: “Some subprime issuance is coming through.

in the New Zealand market. “We are seeing an up-take
from the small to medium sector and I suspect the growth
may come from the other areas like collateralized debt
obligations, collateralized loan obligations and CMBS.” P
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WELLINGTON: Philip Dyer +64 4 978 4517.

Corporate
Trustee Services,

publicTRUST

Incorporating New Zealand Permanent Tri





