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This biweekly newsletter is part of the “Europace for investors” research area – an information 
platform of the Hypoport Capital Market AG. It offers a complete deal and originator library 
for European ABS transactions. Get an extensive picture via different services such as deal 
summaries, pool and tranche data, prices, performance monitoring, alerts, cash-flow scenarios 
and loan-level analyses. 
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Over the past two weeks the global ABS market has been digesting the news of the 
downgrades by Standard & Poor’s…          Page 2 
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In the wake of the debacle in the subprime mortgage market and the knock-on  
effects on Collateralised Debt Obligations and Structured Investment Vehicles, the  
rating agencies are currently under attack from politicians and regulators for not  
assessing risk properly…            Page 2 
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Meanwhile, in the primary market in Europe, most structuring activity continues to  
be associated with banks needing collateral…         Page 3 

���	
���	
�����
���!���� ��������
���!��
�����"���
Ironically, given the higher level of risk in the leveraged loan market than in prime  
mortgages, it is CLOs backed by leveraged loans that are providing much of the  
primary market activity…            Page 3 
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Right across the financial markets, access to liquidity continues to be the overriding  
theme…              Page 3 
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One of the hardest hit asset classes in recent weeks has been UK Buy To Let (BTL)  
RMBS…              Page 4 
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List of ucoming deals            Page 5 
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Over the past two weeks the global ABS market has been digesting the news of the 
downgrades by Standard & Poor’s from Triple A to Double A of monoline insurers Ambac 
Financial Group and MBIA. 

With Moody’s also putting them on ratings watch negative the future looks difficult for the 
two monolines, who had hoped that fresh capital already raised ($2.6bn for MBIA in 
December and $1.5bn for Ambac in March) would allow them to maintain their Triple A 
status. 

One analyst suggests that S&P may have been over cautious with these latest downgrades. 
But clearly the rating agencies are under a lot of pressure from regulators, and do not wish to 
be seen to be too lenient on companies, and then get caught out by more bad news. S&P said 
that the monolines’ business models had been damaged, which outweighed the positive 
effects of any new capital raised so far.  

As Double A rated entities they will be severely constrained in writing new business, and 
could even go into so called run-off mode in some business lines, which means collecting 
payments and making claims on existing policies but not writing new business. 

Another possibility is that they may be split into two separate businesses, one wrapping 
securities such as municipal bonds and the other specialising in structured credit. Given the 
problems in the RMBS sector it is the municipal sector that is likely to be more attractive. 
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In the wake of the debacle in the subprime mortgage market and the knock-on effects on 
Collateralised Debt Obligations and Structured Investment Vehicles, the rating agencies are 
currently under attack from politicians and regulators for not assessing risk properly, and thus 
contributing to the current crisis. 

There have been calls for the regulation of rating agencies, and for them to develop a totally 
separate scale of ratings for structured finance.  

However the latter seems unlikely, since global fixed income investors have incorporated 
existing rating scales as an important element of their risk management and reporting 
systems, and there are still many advantages to having a rating system where a corporate 
Double A is supposedly similar in risk profile to a structured Double A. 

The rating agencies are currently consulting extensively with ABS market participants, with 
proposals that may help head off intervention by regulators.  

S&P has publicly reaffirmed its commitment to the goal of comparable ratings across sectors, 
though it has proposed adding an identifier to signify that the rating is on securities that have 
been issued out of a securitisation structure. This might entail adding the letter ‘s’ to all 
existing and new ratings on securitisation transactions. 

S&P also has plans to complement traditional ratings analysis by highlighting non-default risk 
factors such as liquidity, volatility, correlation and recovery. Both Fitch and Moody’s are also 
consulting market players and regulators about changes to methodology and transparency. 
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Meanwhile, in the primary market in Europe, most structuring activity continues to be 
associated with banks needing collateral for European Central Bank or Bank of England 
liquidity facilities.  

The Arkle Master Issuer 2008-1 RMBS transaction from Lloyds TSB was a case in point. 
Around Pounds11.5nbn worth of bonds were structured in twenty tranches, but the deal was 
retained, with the subordinated tranches used to enhance the Triple A tranches which can be 
used as collateral with the Bank of England. 

There was also a Euro1bn retained RMBS deal for Bankinter in Spain. 
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Ironically, given the higher level of risk in the leveraged loan market than in prime mortgages, 
it is CLOs backed by leveraged loans that are providing much of the primary market activity. 
The Euro372m Jubilee CDO deal from Alcentra featured a Triple A tranche priced at Euribor 
plus 125bp. And the Euro300m Puma CLO transaction from M&G Investments featured a 
Euro211m Triple A tranche priced at Euribor plus 100bp. 

Both deals featured much more sizeable lower-rated subordinated tranches and unrated first 
loss pieces than would have been the case a year ago, as the rating agencies demand more 
protection for the senior notes. 
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Right across the financial markets, access to liquidity continues to be the overriding theme. In 
the bank lending market, the malfunctioning of the London Interbank Offered Rate (Libor) is 
causing great difficulties.  

There is plenty of evidence that banks funding costs are considerable higher than the 
published Libor rate. This is one more challenge to banks trying to get back to lending, since 
they may have to charge higher margins over Libor to reflect their true cost of funding. 

But though lack of liquidity and mark to market losses continue to dominate the market, at 
least there is more discussion taking place about the underlying credit fundamentals. Triple A 
prime RMBS are still viewed as a buying opportunity, though few accounts seem inclined to 
add to their exposure because of possible mark to market losses. 
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One of the hardest hit asset classes in recent weeks has been UK Buy To Let (BTL) RMBS. Over 
the past month Triple A rated BTL tranches have widened out by 50bp to 350bp, and Double 
A tranches by 100bp to 550bp. And at the Triple B level spreads have widened out by 200bp 
to 900bp.  

Investors need to look carefully at the regional distribution of mortgage loans in BTL pools. 
Even though apartment prices may be falling in London, unemployment remains low and 
owners have a good chance to find tenants to substantially cover their monthly mortgage 
loan payments.  

But outside of London the rush to build ‘lifestyle’ apartments in smaller cities was not 
underpinned by strong local economic activity or tenant demand. Owners were simply placing 
a bet on rising property prices, and the ability to refinance at lower interest rates as the Loan 
To Values (LTVs) fell. 

That game is now over. Many buy to let apartment investors are highly leveraged individuals 
with multiple properties, who do not have the resources to ride out long void periods with 
empty apartments. And the building societies and banks, which were so aggressive in the BTL 
sector over the past few years, have recently re-priced their BTL products in a move designed 
to reduce the volume of applications. 
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Originator Caja de Ahorros y Pensiones de Barcelona 
Arranger Gesticaixa S.G.F.T., S.A. 
Expected Closing 06/2008 

Transaction Summary 

Foncaixa FTGENCAT 6, FTA is a cash transaction arranged by 
Gesticaixa S.G.F.T., S.A. This transaction will be the sixth SME 
securitisation by Caja de Ahorros y Pensiones de Barcelona. The 
underlying portfolio comprises of loans granted to Spanish SMEs 
and self-employed borrowers. 
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The securities/instruments discussed in this newsletter may not be suitable for all investors. 
This report has been prepared and issued by Hypoport Capital Market AG primarily for 
distribution to market professionals and institutional investors. Recipients who are not market 
professionals should seek independent financial advice prior to making any investment 
decision based on this newsletter or for any necessary explanation of its contents. 

This newsletter does not provide any investment advice. 

Hypoport Capital Market AG recommends that investors on their own evaluate investments 
and strategies, and encourages investors to seek the advice of a financial advisor. You should 
consider this newsletter as only a source of information for making an investment decision. 

This newsletter is not an offer to buy or sell any security/instrument. 

Hypoport Capital Market AG makes every effort to use reliable, comprehensive information, 
but we make no representation that it is accurate or complete. We have no obligation to tell 
you when opinions or information in this newsletter change. 

The information in this newsletter prepared by Hypoport Capital Market AG research 
personnel are based on public information. 

The value of and income from investments may vary because of changes in interest rates, 
foreign exchange rates, default rates, prepayment rates, securities/instruments prices, market 
indexes, operational or financial conditions of companies or other factors. There may be time 
limitations on the exercise of options or other rights in securities/instruments transactions. 
Past performance is not necessarily a guide to future performance. Estimates of future 
performance are based on assumptions that may not be realised. 

The trademarks and service marks contained herein are the property of their respective 
owners. Third-party data providers make no warranties or representations of any kind relating 
to the accuracy, completeness, or timeliness of the data they provide and shall not have 
liability for any damages of any kind relating to such data. 

This newsletter may not be sold or redistributed without the written consent of Hypoport 
Capital Market AG. 

This Newsletter covers current issues relevant to the European ABS market by courtesy of 
EUROPACE for investors. 
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EUROPACE for investors – the comprehensive information platform for European ABS – 
combines a complete deal and originator library with alert functionalities, performance 
monitoring, cash-flow scenarios and transaction analysis. 

 

+����
�!

�
����
��
���

��*�

·  Covering more than 90% of all European ABS deals and restricted deals on request 
·  Increase your internal team efficiency through standardised pool figures, alerts, 

individual performance monitoring and comprehensive search functions 
·  Choose the subscription level which is adequate for you 
·  Access to Interactive Data’s price solution within one system 

For access to EUROPACE for investors please go to www.hypoport.de/investors and request a 
free trial. 
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