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[ O O O Citigroup and other large investment banks are discussing
proposals to create a fund to buy distressed mortgage-linked
securities, in an attempt to counter fears that the value of the
securities could plunge in price in the coming weeks as off-balance
sheet funds come under pressure to sellthem.J O O O 0O 0O O O O
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DO000oddoooododdod A person familiar with
the proposals said the three banks involved in underwriting the
finance for the vehicle named Single-Master Liquidity Enhancement
Conduit will initially be Citigroup, Bank of America and JPMorgan,
but it was hoped that others would join the underwriting syndicate in
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[1 Another person familiar with the discussions said the banks were
expected to offer backstop credit facilities totalling about $75bn, but



bankers involved in SMLEC’ s design stressed that it would evolve
In line with demand, and so might only be as large as that demand
required.J D 0000000 OO0 O0OO0OOOOO
OSMLECO OO UOODOOOO?0 00 (Hank Paulson)d [
000000 O The US Treasury convened meetings discussing
the shape of SMLEC and acted as a neutral “ third party” , and
Treasury secretary Hank Paulson was strongly in support of the
initiative. J J OO OSMLECO OO OOUOOODOOOOOO
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[1 Although it is envisaged that the scheme will initially focus on
vehicles in the dollar market, it likely to be extended to European
banks as well, and may even be extended to the euro market.[J [J [J
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[J The move is likely to be disliked by some banks which have
already started trading in distressed subprime securities in recent
weeks at knockdown prices not least because there are already efforts
under way among some private sector players to conduct
restructurings of large structured investment vehicles (SIVs).[ [ [
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Do000o00ooooodoododn” Onebanker said
last week: “ The banks have varied enormously in terms of how
much they have marked down their books of course there are some
that want to avoid the big writedowns.” SMLECO U 0O O 0O 0O O
OO0 0O 0OSMLEC sstructure of the facility could be announced
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