
 

ANALYTICAL CONTACT DETAILS 

CESAR HORQQUE 
Senior Structured Finance Analyst 
Lead Analyst 
cesar.horqque@arcratings.com 

STEFAN AUGUSTIN 
Co-Head of Structured Finance 
Back up Analyst 
stefan.augustin@arcratings.com 

ASHLEY THOMAS 
Co-Head of Structured Finance 
Panel Chairperson 
ashley.thomas@arcratings.com 

 
 

RATING ACTION: 

ARC RATINGS, S.A. PLACES THE PUBLIC,  
FINAL A-(SF) RATING ACCORDED TO THE  
FACILITY PROVIDED BY BIZARRO ISSUER DAC ON 
NEGATIVE RATING WATCH 

Lisbon, 30 August 2021 - ARC Ratings, S.A. (ARC) places the final, long-term public rating of 
A-(sf) accorded to the Facility provided by Bizarro Issuer Designated Activity Company, on 
Negative Rating Watch. 
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Bain Capital Credit 
Global ICAV acting 
solely in respect of its 
sub-fund Bain Capital 
Credit EE Fund 

NatWest 
Markets 
Plc 

Bizarro Issuer 
DAC 

Facility EUR 92.5m NPL (UtP) A-(sf) 
Negative 
Rating 
Watch 

28 February 2022 

TRANSACTION OVERVIEW 

NatWest Markets (The Original Lender) provided an initial facility of EUR 123.1m to the Borrower, Bain 
Capital Credit Global ICAV acting solely in respect of its sub-fund Bain Capital Credit EE Fund, to 
purchase a portfolio of Italian UtPs (Unlikely-to-Pay). The Facility has an Original Maturity of 12 July 2022 
and has two one-year extension options, should the necessary extension conditions be satisfied. The 
transaction includes an interest reserve, which is fully funded, covering two quarterly Interest Payment 
Dates. The current lender of the facility is Bizarro Issuer Designated Activity Company. 

The rating addresses the timely payment of interest and the ultimate repayment of principal. ARC 
expects to receive an updated business plan prior to the Next Review Date reflecting the impact of the 
virus and how the collections will vary accordingly. 
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RATING RATIONALE 

Key rating drivers include: 

− The gross collections of the transaction have fallen behind the new business plan 
(developed in 2020). Gross collections are EUR 25M behind schedule (29% lower than 
expected as at June 2021). 

− Notably, ARC identifies the irregularity of UtP collections, and thus the absence of 
recurring cashflows, as a factor that increases the transactions exposure to the impact 
of the virus outbreak and thus increases its liquidity and default risk. ARC considers the 
factors below to have notably influenced the reduction in gross collections: 

i. The near freezing of the Italian real estate market, having already been showing 
signs of stress prior to the outbreak (with residential, industrial and office property 
representing c.45%, c.8% and c.4% of the portfolio respectively). 

ii. The inability to negotiate with Obligors given stringent lockdown regulations 
caused by the second and subsequent waves of Covid-19 in Italy. 

iii. After the first lock down the ban of movement between regions was reintroduced 
and it particularly affected the acquisition of second residences in the country. The 
portfolio has a very high exposure (79%) to the Liguria region that was affected by 
these measures. 

iv. Reduced rental incomes where applicable due to legal changes to grant payment 
holidays (as evidenced by 18-month mortgage payment holidays for those 
impacted by the pandemic in Italy) and the prevention of seeking evictions. 

− Italian GDP is expected to grow 5% by the end of 2021 after the 8.9% contraction in 2020. 
In ARC’s opinion the collection amounts for Italian NPLs and UTPs will take longer to 
recover the pre – Covid-19 levels. 

− The transaction is currently in breach of the Loan to Value (LTV) and Loan to Cost (LTC) 
triggers - prohibiting the maturity date extension under the transaction documents. 
The facility outstanding value will have to be reduced by at least 12.8M before the 
original maturity date in July 2022 to cure the triggers and therefore extend the maturity 
for at least one more year. 

SENSITIVITY ANALYSIS 

Failure to collect at least EUR 12.8M to cure the LTV and LTC ratios before the maturity 
extension request date will result in a downgrade of the facility’s rating. 
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KEY TIPPING POINTS 

Positive Turning Points Negative Turning Points 

- Cumulative gross collections 
increasing at least to the business plan 
levels. 

- A further decrease in gross collections. 

- The inability to cure the triggers before 
the maturity in July 2022. 

RELATED CRITERIA 

ARC Ratings’ Global Structured Finance Rating Criteria (September 2020) 

ARC Ratings’ Non-Performing Loans (NPLs) Rating Criteria (October 2020) 

The rating was assigned by ARC Ratings, S.A. and endorsed by ARC Ratings (UK) Limited in 
accordance with Statutory Instrument 2019 nº 266 - The Credit Rating Agencies 
(Amendment etc.) (EU Exit). 
  

https://arcratings.com/wp-content/uploads/2021/06/ARC-Ratings-Global-Structured-Finance-Criteria-30-Sep-2020.pdf
https://arcratings.com/wp-content/uploads/2021/06/ARC-Ratings-European-Non-Performing-Loans-Criteria-30-Oct-2020.pdf
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 DISCLAIMERS 
 

ARC Ratings only provides a rating of the rated securities or of the issuer and neither recommends nor will recommend how an issuer can 
or should achieve a particular rating outcome. A rating does not cover a potential change in laws and is not and cannot be regarded as 
an audit. Moreover, ARC Ratings is not a party to any transaction documents of the instrument/transaction it is rating. Users of our ratings 
should familiarise themselves with the transaction documents. ARC Ratings does not act as a legal, tax, financial, investment or other 
advisor and users should seek professional advice from appropriate third parties where necessary. 
 

ARC Ratings, S.A. is registered as a Credit Rating Agency with the European Securities and Markets Authority (ESMA), within the scope of the 
Regulation (EC) Nº 1060/2009 of the European Parliament and of the Council, of 16 September, and recognised as External Credit 
Assessment Institution (ECAI). 
ARC Ratings (UK) Limited is registered as a Credit Rating Agency with the United Kingdom Financial Conduct Authority, within the scope of 
the Statutory Instrument Nº 266/2019, of 13 February, and recognised as ECAI. 
 

This Review Report should be read together with initial Rating Report and with the subsequent Review reports. 
Credit Ratings assigned by ARC Ratings are independent and forward looking opinions of the relative credit risks of financial obligations 
issued by various entities. The credit risk is the risk that an entity may not meet its financial obligations as they come due i.e. the capacity 
and willingness of an entity/issuer to make all required interest and principal payments on a given obligation in a timely manner in 
accordance with its terms. Credit ratings express risk in relative rank order – they are an ordinal measure of credit risk whose probability 
of default or loss may vary through the credit cycle. They are issued using an established and defined ranking system of rating categories 
(rating scale). ARC’s credit ratings are determined using ARC’s published rating criteria. 
The rating(s) assigned by ARC Ratings in this report was/were sought by the entity whose financial commitments are being rated. 
ARC Ratings provides to the entity whose financial commitments are being rated the documents that substantiate the rating to be 
attributed. This entity is thus given the opportunity to clarify or correct factual details. ARC Ratings also grants the issuer the possibility of 
appealing a rating accorded by ARC as long as this appeal is supported on additional information that hasn’t been taken into account in 
the original rating accordance. 
ARC Ratings, S.A. historical default rates are published in the European Securities and Markets Authority Central Repository (CEREP) which 
can be accessed on the website cerep.esma.europa.eu/cerep-web/. It should be highlighted that ARC Ratings’ rating portfolio can be 
characterized as a “very low default portfolio” and therefore the agency’s historical defaults are not statistically significant. Default is the 
lack of full and timely payment of capital or interest or of the occurrence of any event that explicitly indicates that the future full and timely 
payment of those commitments will not occur (e.g., in case of insolvency). 
Ratings do not constitute a recommendation or offer or solicitation to buy or sell any investments that may be mentioned, and are only 
one of the factors that investors may wish to consider. The use of any rating is entirely at the user’s own risk. 
Throughout the entire period during which ratings are valid, ARC Ratings monitors the issuer’s performance via public sources and 
information provided by the issuer/sponsor and, if a material development occurs, ARC Ratings may bring forward the date of the review 
unless stated to be a point in time rating. the updated list of public ratings is available on the website www.arcratings.com. 
ARC Ratings’ ratings are assigned based on information, which may include confidential information, collected from a wide variety of 
sources which ARC Ratings believes to be reliable including from the entity being rated or whose financial commitments are subject to 
rating. ARC Ratings has adopted and implements measures aiming to ensure that, to the extent available in the circumstances, it has 
obtained reasonable verification of the information it uses in assigning a rating and that such information is from reliable sources. 
Notwithstanding the foregoing, if ARC Ratings is not satisfied with the quality of the information it receives it will decline to assign the rating. 
The according of a rating should not be viewed as a guarantee of the accuracy, completeness, or timeliness of the information relied on 
in connection with the rating or the results obtained from the use of such information. 
In the rating process, ARC Ratings adopts procedures and methodologies aimed at ensuring transparency, credibility and independence, 
and also that rating classifications are not influenced by conflicts of interest. 
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