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RMBS Trusts Seek To Hone $1.2B Credit Suisse Trial 

By Stewart Bishop 

Law360, New York (January 18, 2018, 8:54 PM EST) -- The trustee for four pools of toxic residential 
mortgage-backed securities that allegedly caused $1.2 billion in losses at the hands of Credit 
Suisse asked a New York state judge on Thursday to streamline two cases against two units of the bank 
for trial, saying key terms from the underlying contracts should be defined in advance of trial. 
 
During oral arguments over dueling motions for partial summary judgment before New York Supreme 
Court Judge Saliann Scarpulla in Manhattan, an attorney for the trustee said several legal issues should 
be resolved, including the meanings of warranties Credit Suisse gave to investors in the RMBS contracts 
and to what extent the agreements required the bank to receive notice of or discover breaches in the 
underlying loans before repaying investors. 
 
U.S. Bank NA, the trustee, claims that Credit Suisse units DLJ Mortgage Capital Inc. and Select Portfolio 
Servicing Inc. made extensive representations and warranties about roughly 40,000 loans sold to the 
trusts that were securitized and sold to investors, and promised to buy back the loans if the bank’s 
promises proved false. 
 
Despite reviews using samples of the pools of loans that found the vast majority to be in breach of the 
RMBS contracts, Credit Suisse has failed to repurchase a single loan, the trustee contends. 
 
Trustee attorney Philippe Z. Selendy of Quinn Emanuel Urquhart & Sullivan LLP told Judge Scarpulla that 
Credit Suisse gave express warranties about its representations that the information in a mortgage loan 
schedule, which contained information such as loan-to-value ratio, debt-to-income ratio and occupancy 
status, was true and correct. Credit Suisse made similar promises about underwriting standards, he said. 
 
“Our request is for the court to hold that if we establish falsity, then we are entitled to find there was a 
breach,” Selendy said. 
 
He said the reason Credit Suisse is balking at repayment is because it obtained similar warranties from 
the originators of the loans. However, those entities are now defunct, so the bank has no one to fall 
back on, he said. 
 
“The fact that those originators went bankrupt is not the responsibility of the trust,” Selendy said. 
 
A Credit Suisse attorney, Richard Jacobsen of Orrick Herrington & Sutcliffe LLP, said the trustee is asking 
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the court to ignore the actual RMBS contracts and make decisions on abstract facts. 
 
For example, the underwriting representations only promised that the loans were underwritten 
pursuant to the applicable underwriting guidelines at the time of their creation, he said. So if an 
underwriter examined the loan file and saw that the borrower met the applicable standards, then the 
underwriting representation was met, Jacobsen argued. 
 
“What they’re trying to do is to take the underwriting standards representation and convert it into a no 
borrower misrepresentation rep,” he said. “There is no borrower misrepresentation rep or no fraud rep 
in any of the four deals.” 
 
Credit Suisse further contends that the trustee failed to provide notices of breaches for the vast majority 
of the loans, and contends the samples of breaching loans provided by the trustee aren’t sufficient to 
seek repayment for the bulk of the loans. 
 
Judge Scarpulla reserved decision. 
 
Nearly 10 years after the financial crisis of 2007 and 2008, the suits against Credit Suisse are two of 
many so-called put-back suits against major banks still winding their way through courts in New York, 
which claim the lenders failed to repurchase faulty residential mortgage loans pooled into securities. 
 
Last year, another Credit Suisse unit agreed to pay $400 million to settle claims that it sold toxic RMBSes 
that led to the failure of three credit unions. 
 
The trustee is represented by Philippe Z. Selendy, Andrew R. Dunlap, Toby E. Futter, Danielle L. Gilmore 
and Jennifer D. English of Quinn Emanuel Urquhart & Sullivan LLP. 
 
Credit Suisse is represented by Barry S. Levin, Darren S. Teshima, John Ansbro, Richard Jacobsen and 
Paul F. Rugani of Orrick Herrington & Sutcliffe LLP. 
 
The cases are Home Equity Mortgage Trust Series 2006-1 et al. v. DLJ Mortgage Capital Inc. et al., case 
number 156016//2012, and Home Equity Mortgage Trust Series 2006-5 v. DLJ Mortgage Capital Inc. et 
al., case number 653787/2012, both in the Supreme Court of the State of New York, County of New 
York. 
 
--Editing by Adam LoBelia. 
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