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Facts – Irish Financial Institutions
The losses

 

already exist

 

in the loan books of financial institutions due to  

 
poor lending practices and declines in asset values – what NAMA does is 

 
that it forces

 

the upfront recognition of those losses by the banks. 
CLARITY

The banks would have to be recapitalised

 

in any event to deal with these 

 
losses. The costs are painful but manageable.

INEVITABILITY

NAMA does provide liquidity

 

to the banking system.
ACCESIBILITY 

It is up to the banking system to use that liquidity provided by

 

NAMA to 

 
lend

 

to the real economy on a risk adjusted basis.
CONSEQUENCE
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German Bad Bank Private Sector Model closed 22 
 January 2010 –

 
asset transfers from German Banks into 

 Bad Bank SPV at only 10%
 

discount from Book Value
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• Eligible for structured securities, as well as other risk assets
(property loans) and non‐strategic business units

•

 

Sub‐agency (“Sub‐Aida”) is a public law entity established by 
FMSA (Financial Management Stabilisation Agency owned by 
German Government) and subject to continuing legal 
oversight by FMSA

•

 

Owners of bank spin off assets to Sub‐Aida , which allows for 
transfer at book value; no write downs for the transferring 
bank

•

 

Banks or Sub‐Aida neither subject to national regulatory 
capital requirements nor to international accounting 
standards

• Transferring bank reduces Risk Weighted Assets (RWA) and 
frees up capital

•

 

Owners of the bank remain responsible for the transferred 
assets: they cover any losses and

 

liquidity shortfalls of the 
Sub‐Aida 

• There are currently two AidA cases: 
Erste Abwicklungsanstalt (WestLB; c.€85bn) 

FMS Wertmanagement (Hypo Real Estate; €210bn)
• When OWNERS (Regional Govts) no longer can cover the 

losses, the excess losses are covered by FMSA (German Govt.)

Owner

Sub-A

FMSA

(Potential) 
guarantee

Fed. Rep. of 
Germany

Spin-off

Bank

FMSA

German Bad

 
Bank Model 2010 –

 
Nationalised Banks or Landesbanks ‐

 €800 bn potentially –

 
application to join closes 31 December 2010.

covering losses
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UK Asset Protection Scheme (APA) ‐
 £231 bn at end 2009

• Its an insurance scheme –

 

Assets stay on

 

Balance Sheet of Royal Bank of Scotland (RBS)

• £60BN

 

of the initial loss is borne by RBS –

 

First Loss

• RBS Core Tier 1 Capital

 

is only £50 bn at 30 June 2010

• Any FURTHER losses

 

above £60BN

 

First Loss

 

are borne 90%

 

by Asset Protection Agency (UK 

 
Treasury), 10%

 

by RBS = CONTINGENT LIABILITY OF UK Government

• RBS pays an insurance premium of £700m pa for 2009‐2011 and £500m pa until 2099

 

to UK 

 
Treasury

• Expected Loss per APA is £57bn – and only 15% is their expected loss on Commercial Real 

 
Estate

 

– IPD UK Commercial values down over 34% since end 2006

• APA Business Plan forecasting £5bn

 

profit over its life.



NAMA Business Model ‐
 

€81 bn Loans
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(1) Bank Sells €100m Loan to NAMA

(2) NAMA pays Bank 
€50m Government 
Securities in return

(3) Borrower continues to owe €100m to NAMA despite 
NAMA only having paid €50m to the Bank for the Loan.



NAMA Business Model
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Background ‐
 

NAMA
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Background ‐
 

NAMA

10



11

NAMA – why? 
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NAMA ‐
 

why? 
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The NAMA Timetable since April 2009
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The NAMA Timetable since April 2009
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NAMA – who are we?
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NAMA Governance
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NAMA ‐
 

Accountability
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NAMA Organisation Structure
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EU Issues

EU State Aid 

EU Commission have approved NAMA – end February 2010.

Eligibility criteria re institutions and assets

Valuation Methodology 

EU must approve:

Each Tranche of  loan  transfers as  it  is completed – Tranche 1 of 
€15.3bn  approved  in  August  2010,  tranche  2  of  €12  bn  being 
audited currently by EU.
Bank Viability/Restructuring post‐NAMA.
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EU Issues

Eurostat

Eurostat agreed in late October 2009 that NAMA would be off‐

 

Balance

Sheet if it operated through a majority privately owned Master SPV. 

NAMA to maintain veto on SPV.
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Borrower Engagement
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Business Plan Process
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NAMA – Can it succeed?
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Common misconceptions about NAMA
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Common misconceptions about NAMA
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NAMA – Asset transfer

26


	���Different Models for Supporting Banking Institutions
	Slide Number 2
	Facts – Irish Financial Institutions
	German Bad Bank Private Sector Model closed 22 January 2010 – asset transfers from German Banks into Bad Bank SPV at only 10% discount from Book Value
	Slide Number 5
	UK Asset Protection Scheme (APA) -  £231 bn at end 2009
	NAMA Business Model - €81 bn Loans
	NAMA Business Model
	Background - NAMA
	Background - NAMA
	NAMA – why? 
	NAMA - why? 
	The NAMA Timetable since April 2009
	The NAMA Timetable since April 2009
	NAMA – who are we?
	NAMA Governance
	NAMA - Accountability
	NAMA Organisation Structure
	EU Issues
	EU Issues
	Borrower Engagement
	Business Plan Process
	NAMA – Can it succeed?
	Common misconceptions about NAMA
	Common misconceptions about NAMA
	NAMA – Asset transfer

