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ARC Ratings, S.A. (ARC) places the public, final A(sf) rating accorded to 

the Facility provided to Clooney Issuer DAC, by NatWest Markets Plc, 

on Negative outlook 

London, 11 May 2020 - ARC Ratings, S.A. (ARC) has placed the final, medium-term public rating of A(sf) accorded 

to the Facility provided to Clooney Issuer DAC by NatWest Markets Plc, on Negative outlook. 

BORROWER LENDER CLASS / TRANCHE TRANCHE 
AMOUNT 

RATING CLASS RATING OUTLOOK NEXT REVIEW 
DATE 

Clooney Issuer 
DAC 

NatWest 
Markets Plc 

Facility EUR 82m NPL A(sf) Negative 31 August 2020 

As part of ARC’s global review of its ratings following the outbreak of Covid-19 and its consequential economic 

impact, ARC has taken rating action across its portfolio of Non-Performing Loan (NPL) transactions. 

Transaction Overview NatWest Markets provided an initial facility of EUR 82m to the Borrower, Clooney Issuer DAC, 

to purchase a portfolio of Portuguese NPLs. The Facility has an Original Maturity of 4 October 2022 and an 

Extended Maturity of 4 October 2023 should the necessary extension conditions be satisfied. The transaction 

includes a senior expenses reserve, with a current balance of EUR 2.72m, and an interest reserve, which is fully 

funded, covering two quarterly Interest Payment Dates, with a current balance of EUR 899.8k. 

The rating addresses the timely payment of interest and the ultimate payment 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. 

RATING RATIONALE 

Key rating drivers include: 

• ARC has identified its portfolio of NPLs as being particularly vulnerable to the economic fallout caused by the 

outbreak of Covid-19 due to its exposure to a potential decline in real-estate values, thus potentially reducing 

profitability, and reliance on judicial procedures to maximize collections, this discussed below. Notably, ARC 

identifies the irregularity of NPL 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 the liquidity and 

default risk. The irregularity of NPL collections is exacerbated by: 

i. The near freezing of the Portuguese real estate market (with residential property and commercial 

property representing c.35% and commercial property c.15% of the portfolio respectively); 

ii. Protracted judicial processes due to the suspension of non-urgent cases following the introduction of 

Law No.4-A/2020 with no certainty as to when normality will return and the time to address the 

backlog caused by Covid-19; both caused by the government-imposed lockdown to prevent the 

spread of the virus, and;  
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iii. Reduced rental incomes where applicable due to legal changes to grant payment holidays and the 

prevention of seeking evictions.  

• Portugal’s economy has been impacted significantly from the outbreak of the virus and compounded by the 

government-imposed lockdown, with national economic activity expected to contract by 3.7% in 2020 as 

opposed to a 2.2% increase in 2019, according to the Bank of Portugal. As part of the efforts to mitigate the 

economic impact of the outbreak, a EUR 9.2bn stimulus package was introduced, including: 

i. EUR 5.2bn fiscal stimulus; 

ii. EUR 3bn state-backed guarantees, and; 

iii. EUR 1bn related to social security payments, which aim at supporting individuals, families and 

businesses during the Covid-19 crisis. 

These measures are expected to ultimately benefit the transaction as individuals and companies will then be in 

better conditions to meet their obligations, such as rent payments and debt amortisations. However, despite 

the significant contraction, the ‘State of Emergency’ ended on 2 May 2020 and therefore businesses can begin 

to progressively make plans to re-open according to the national authorities’ guidelines, which still include some 

restrictions. Workers are still expected to work from home when possible, there are still limitations on public 

gatherings and public transportation utilisation, as well as restrictions with regards to public services and the 

normal operation of companies. Although the tourism sector, which is of significant importance to the 

Portuguese economy, representing 13.7% of GDP in 2018, is likely to be impacted beyond the short-term due 

to international travel bans. Although the above mentioned negative impacted of Covid-19, the Portuguese 

economy is expected to return to a growth pattern in 2021 and 2022 and foreign investor are still showing 

interest in the national market, reiterating ARC’s opinion that the transaction will, ultimately, be able to meet its 

underlying obligations. 

• The impact of the virus on the transaction will ultimately be determined by the duration and severity of the virus 

however the strength of the Portuguese real-estate market prior to the outbreak provides a cautious source of 

optimism for the market to recover post-outbreak. In ARC’s opinion, although collections will be deferred, they 

will ultimately be realised, however the quantum of such collections could be impacted with deviations from the 

initially proposed and modelled business plan anticipated. As such, an important data-point that will continue 

to be tracked is the expected collections and profitability versus the realised collection and ultimately 

profitability per collection. Therefore, at the present time such a deferment warrants the Negative Outlook, 

however future rating action will be required should the profitability per collection decrease or collections fail 

to resume.
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KEY TIPPING POINTS 

Positive Turning Points Negative Turning Points 

• Collections exceeding the business plan with 

profitability being maintained or improved. 

• Collections fail to return to expected levels 

following the lifting of coronavirus restrictions.   

• Significant decrease in profitability, primarily caused 

by a deterioration in the real-estate market. 

 

RELATED CRITERIA AND RESEARCH 

Methodology 

Global Structured Finance Rating Criteria (September 2019) 

European Non-Performing Loans (NPLs) Rating Criteria (October 2019) 

 

 

THIS DISCLOSURE IS FOR INFORMATION PURPOSES ONLY  
 

 

 

 

Note that ARC Ratings is not a legal, tax or financial adviser, and only provides a credit opinion of the rated securities. For example, a 
rating does not cover a potential change in laws nor can it be regarded as an audit. Moreover, ARC Ratings is not a party to the transaction 
documents. Users of our credit ratings should familiarise themselves with the transaction documents / mechanics and should form their 
own views in this respect. They should not rely on ARC Ratings for legal, tax or financial advice, and are encouraged to contact the 
relevant advisers. 

ARC Ratings, S.A. 
11 Hollingworth Court 

Turkey Mill, Ashford Road 

Maidstone, Kent ME14 5PP 

UNITED KINGDOM 

Phone: +44 (0)1622 397350 
E-mail: arcratings@arcratings.com 
Site:  www.arcratings.com  

Key Contacts: 

Ashley Thomas 

Senior Structured Finance Analyst 

Lead Analyst 

ashley.thomas@arcratings.com 

 

Helton Sanches 

Structured Finance Analyst 

Back-up Analyst 

helton.sanches@arcratings.com 

 

 

Mark Vrdoljak 

Head of Structured Finance 

mark.vrdoljak@arcratings.com 

 

Philip Walsh 

Credit Ratings Officer &  

Panel Chairperson 

philip.walsh@arcratings.com 

https://www.arcratings.com/admin-uk/modulo_pages/upload/files/20200121_Global%20SFinance%20Criteria_updated.pdf
https://www.arcratings.com/admin-uk/modulo_pages/upload/files/20200121_NPLs%20Criteria_updated.pdf
http://www.arcratings.com/
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ARC Ratings, S.A. is registered as a Credit Rating Agency (CRA) 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). 

 

This Review Report should be read together with initial Rating Report and with the subsequent Review reports. 

Ratings assigned by ARC Ratings represent opinions on the capacity and willingness of an entity to make all required payments on a 
given obligation in a timely manner. The meaning of each rating category is explained in www.arcratings.com. 

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, thus allowing the rating assigned to be as accurate 
as possible. ARC Ratings also grants the issuer the possibility of appealing a rating accorded by ARC Ratings 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/. ARC Ratings default rate is the probability of 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 to buy or sell, but only one of the factors to be weighted by investors.  

Throughout the entire period during which ratings are valid, ARC Ratings monitors the issuer’s performance on a constant basis, and 
may even bring forward the date of the review unless stated as point in time. Hence, prior to an investor using a rating, ARC Ratings 
recommends that it be confirmed, namely by consulting the list of public ratings available on the website www.arcratings.com. 

ARC Ratings’ ratings are assigned based on information, which may include confidential information, collected from a wide group of 
sources, which may include the entity whose financial commitments are subject to rating. ARC Ratings uses and treats this information 
with due care and attention. Although all due care was taken in the collection, cross-checking and processing of the information for the 
purposes of the rating analysis, ARC Ratings cannot be held liable for its accuracy. ARC Ratings must make sure that the information has 
a minimum level of quality prior to assigning a rating based on 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 situations of conflict of interests. Any exceptions to these principles are disclosed 
by ARC Ratings together with the rating of the financial commitment in question. 

https://www.arcratings.com/admin-uk/modulo_pages/upload/files/20200121_ARC%20Ratings%20Structured%20Finance%20Rating%20Symbols%20and%20Definitions.pdf
http://www.arcpratings./
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