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Local snapshot

A closer look at key macroeconomic indicators and
UK housing market statistics

The bigger picture Housing and lending

The UK economy was headed for recession The weakness in the housing market has
even before the global financial crisis affected consumer spending. Consumer
deepened. Consumer spending has been hit confidence is reaching new lows, and home
hard by low growth in disposable income, high sales are at a three-decade low. A drop in
inflation, tight lending practices, heightened mortgage lending has come amid a wider

debt levels, a sharply declining housing market shake-out in the sector's lending capacity.
and lower equity prices.

It appears that inflation may well now
have peaked, and it should retreat markedly
from late 2008 in the face of extended weak
economic activity. It is anticipated that there
will be a significant uptrend in unemployment
in 2008 and it will continue to rise in 2009 as
an almost certain recession is followed by only
very gradual recovery. Consumer confidence
is below the long-term average, suggesting
growth in retail sales is expected to remain flat.
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Putts for charity

Throughout 2008, Genworth has been using its
involvement with the European golf tour to raise money
for a number of charities. With the support of leading tour
players, including Lee Westwood, Padraig Harrington,
Thomas Levet, Robert Karlsson and Ross Fisher,
Genworth has been able to raise in excess of €175,000
for the Rainbow Trust, Save the Children and Aldeas
Infantiles SOS.

November marked the close of this year’s
sponsorship at the Volvo Masters in Valderrama, Spain.
The event followed Genworth's backing of the BMW
PGA Championship (UK) in May and the SAS Masters
(Sweden) in August.
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Tracking financial vulnerability

Genworth Financial has launched the first ever Financial
Vulnerability Index. The Index aims to provide valuable
insights to policy-makers and help develop common
solutions to some of the issues faced by consumers
today. Calculated using comparative data from 10
European countries, it was developed with the European
Credit Research Institute (ECRI) and the Personal Finance
Research Centre (PFRC) at Bristol University.

The Index was presented on 2 October at the Italian
Insurance Association in Rome. Daniela Vandone, who
co-ordinated the research for Italy, introduced the Index
to an audience of CEOs and GMs of leading insurance
companies and consumer associations.

New leader for Spain and Portugal

Genworth Financial is delighted to welcome Antonio
Carballo as Managing Director for mortgage insurance in
Spain and Portugal. Bringing over 18 years' experience with
him, Carballo’s previous role was as Managing Director,
Co-Head of European Banking, at Moody's Investors
Service, prior to which he worked in UK and US banks. His
focus at Genworth will be on driving sustainable growth.

Milan conference

In conjunction with Italy’s leading financial newspaper,

Il Sole 24 ORE, Genworth recently sponsored and hosted
a conference, ‘Retail Mortgages and the Darwinian
Selection 2008, at their Milan headquarters. The event
featured a range of industry speakers including our own
Valeria Picconi, Managing Director for Ml Italy, who
shared key findings from Genworth's recent research into
the Italian first-time buyer market. Notably, that there

are three segments, totalling 2.3 million potential first
time buyers in the next five years. For more information,
please contact valeria.picconi@genworth.com


mailto:valeria.picconi@genworth.com
http://www.genworth.co.uk/golf/putts_for_charity.html

We very much value your feedback and
would like to hear your views on the
articles in this issue. If you have any
comments, or if there are any particular
topics you'd like us to address in future
issues, please go to:
genworth.co.uk/feedback/miforum.pdf

In perspective

As the credit crunch has unfolded it has exposed
serious weaknesses in the global financial system and
regulatory framework. The consequences have been
dire: unprecedented levels of individual and corporate
debt; a lack of liquidity in the wholesale funding
markets and the collapse, takeover or government
bail-out of world famous financial institutions. Against
this turbulent backdrop, our first European Forum highlights a number of
important market issues:

e Credit risk transfer — in the light of the proposed amendments to
the Capital Requirement Directive, we believe that the highly optimistic
view over the risk embedded in retail mortgages, based on very positive
recent historical experience, may change. The right risk weighting should
emerge, together with the enhanced value provided by strong, standard
mitigants provided by regulated entities.

e The lack of transparency and quality of underwriting in mortgage-
backed securities markets — what standards have been used, who else
has ensured that those standards were complied with, and who puts its
balance sheet behind it to guarantee that is the case? We advocate the
definition of golden standards and the need for enhancements for HLTV
mortgages to achieve them.

e The benefits of a more responsible approach to lending — in stark
contrast to the US, UK and Spanish markets, the Canadian market,
where mortgage insurance is a statutory requirement on all loans
exceeding 80% LTV, has remained stable. Genworth continues to believe
that universal Ml is the way forward, limiting portfolio and systemic risk,
and delivering broad benefits to mortgage lenders, borrowers and the
overall economy.

In the wake of this market turmoil, the need for responsible lending will
remain, and as young people continue to aspire to own their first home,
tested, prudent instruments such as Ml will play an even bigger role.

Angel Mas
President and CEQO, Mortgage Insurance Europe, Genworth Financial
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