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RATING ACTION: 

ARC RATINGS (UK) LIMITED AFFIRMS THE PUBLIC, 
FINAL A(SF) RATINGS ACCORDED TO THE FACILITY 
A AND FACILITY B VARIABLE FUNDING NOTES AND 
FACILITY A AND FACILITY B CLEARED NOTES 
ISSUED BY WOSL SPV 1 LIMITED, WITH STABLE 
OUTLOOKS 

London, 23 July 2021 - ARC Ratings has affirmed the final, long-term public ratings of ‘A(sf)’ 
accorded to the Facility A and Facility B Variable Funding Notes (‘VFNs’) and Facility A and 
Facility B Cleared Notes issued by WOSL SPV 1 Limited, with stable outlook. 

The ratings address the timely payment of interest and ultimate repayment of principal. 

ISSUER ORIGINATOR CLASS / TRANCHE 
PRINCIPAL BALANCE 

(AS AT 14 JUNE 2021) 
RATING 

CLASS 
RATING OUTLOOK 

NEXT REVIEW 

DATE 

WOSL SPV 1 
Limited 

West One Secured 
Loans Limited 

Facility A – Variable 
Funding Note 

GBP 40.45m RMBS ‘A(sf)’ Stable 25 July 2022 

WOSL SPV 1 
Limited 

West One Secured 
Loans Limited 

Facility B – Variable 
Funding Note 

GBP 62.24m RMBS ‘A(sf)’ Stable 25 July 2022 

WOSL SPV 1 
Limited 

West One Secured 
Loans Limited 

Facility A Cleared 
Note  

GBP 100k RMBS ‘A(sf)’ Stable 25 July 2022 

WOSL SPV 1 
Limited 

West One Secured 
Loans Limited 

Facility B Cleared 
Note 

GBP 100k RMBS ‘A(sf)’ Stable 25 July 2022 

The review of the above ratings was undertaken due to a number of key amendments (discussed 
below) to the overall transaction which were executed on 14 July 2021. ARC accorded the above ratings 
on 3 December 2020 following the introduction of the Facility B Variable Funding Notes and Cleared 
Notes. 
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TRANSACTION OVERVIEW 

West One Secured Loans Limited (the ‘Originator’) is a specialist mortgage lender, which 
offer a variety of product types including Buy-to-Let (‘BTL’) mortgages, to amateur and 
professional landlords in the UK, and second lien mortgages (BTL and Owner Occupied). 
In December 2020, ARC accorded ‘A(sf)’ ratings to each of the VFNs and Cleared Notes 
following a restructuring of the transaction. Thereafter, in June 2020, ARC affirmed the 
‘A(sf)’ ratings following some minor transaction amendments which were deemed neutral 
to the rating. Since the public take-out by Elstree Funding No.1 PLC in December 2020, the 
underlying portfolio has been steadily building back up, with the eligible Facility A 
Borrowing Base currently at GBP 47.5m and the eligible Facility B Borrowing Base currently 
at GBP 58.2m (as at June 2021). 

KEY CREDIT AMENDMENTS 

The amendments executed address the following: 

- Covenant Changes: Numerous modifications were made to the Facility A and Facility B 
loan pool covenants, which are summarised in the table below.  

Loan Type Covenant Detail From To 

Facility A High Value Loans 20% 25% 

Facility A Large Loans Covenant 
Large Loans (250k-500k) <= 10% 
Jumbo Loans (500k-1m) <=8% 

Large & Jumbo <=18% 
Jumbo Loans <= 8% 

Facility A 
WA Monthly Interest 

Rate 
4.75% 4.5% 

Facility B New Build Covenant 12.5% 20% 

Facility B Max Loan Sizes GBP 1.5m GBP 2m 

Facility B Top 5 Obligors 7.5% Lower of £15m or 12.5% 

Facility B Top 10 Obligors 12.5% Lower of £25m or 20% 

Facility B WA LTV 72% 73% 

- Margin Changes: The Initial Facility A Margin has been reduced to 175bps from 190bps 
and the Initial Facility B Margin has been reduced to 130bps from 147.5bps 

- Availability Period Extension: The warehouse term has been extended for a new 2-year 
revolving period (ending July 2023). Considering this extension in conjunction with the 
covenant changes, ARC deemed it necessary to remodel the transaction utilising an 
updated worst-case portfolio. 
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RATING RATIONALE 

Key Rating Drivers Include: 

- Historical Performance: Prior to December 2020 the transaction only included second 
lien lending, with a peak arrears rate of 0.68% and a peak default rate of 0.55%. 
Performance in recent months has been strong, with the total arrears rate for the 
eligible pool (both 1st and 2nd lien) at 0.06% and no losses to date. These low levels 
continue to demonstrate the Originators ability to effectively service the transaction. 

- Macroeconomic Environment: The introduction of national forbearance measures in 
response to the outbreak of Covid-19 in 2020 led to concern about how 
mortgage-backed securities would cope with the increased liquidity pressure resulting 
from payment holidays, along with a potentially increased risk of default for borrowers 
that took up the offer. With national measures expected to end on 31st July 2021 and the 
economic recovery from the pandemic well under way, these concerns are now 
minimal - this particularly given the transaction has a limit of 15% Coronavirus Affected 
Loans, yet the actual figure as at June 2021 is 0%. In addition, UK average house prices 
increased 10.0% over the year to May 2021 (Office for National Statistics), with the Stamp 
Duty Land Tax break reinvigorating the housing market following the slight dip in prices 
in April 2020. 

- Portfolio Composition: The above-outlined amendments are overall slightly credit 
negative to the transaction, particularly given the increased concentration risk posed 
by various loan size limit increases, the Facility A minimum weighted average interest 
rate reduction and the Facility B weighted average loan-to-value increase. The 
extended Availability Period means that, whilst the current portfolio composition and 
performance is very positive, there is an increased possibility of migration to a 
worst-case portfolio under the relevant constraints prior to its conclusion. Though, the 
initial margin reductions are clearly positive revisions which will reduce the interest 
payable for each Facility during the Availability Period. 

- Model Results: ARC updated its worst-case portfolio to be in line with the new limits 
outlined above, and in doing so determined that at an ‘A(sf)’ rating level the worst-case 
portfolio has a default frequency of 23.7% and loss severity of 19.6%, slightly higher than 
the 22.3% and 17.5% obtained in December 2020. Nonetheless, ARC’s cash flow analysis 
determined that with ‘A(sf)’ rating stresses the transaction continues to be able to meet 
the timely payment of interest and ultimate repayment of principal, this including 
varying default and recovery vectors as well as prepayment rates. 

Taking this into account, whilst the amended limits are credit negative to the transaction, 
particularly with regards to concentration risk, the lack of impact on the model outcome 
and strong historical performance of the transaction gives confidence that the ratings 
accorded continue to be appropriate. 



 

 

RATING 
ACTION 

4 | RATING WORLD PARTNER 

SENSITIVITY ANALYSIS 

ARC ran sensitivity tests to determine to what extent the performance of the portfolio 
would need to deteriorate in order for the rating to be downgraded. The table below shows 
the increase in the weighted average default probability (WAPD) required, as determined 
by ARC’s models, which would trigger a rating downgrade. 

Increase in the base WAPD of: Rating Change? 

5% One Notch Downgrade 

10% One Notch Downgrade 

20% Two Notch Downgrade 

 

KEY TIPPING POINTS 

Positive Turning Points Negative Turning Points 

- Given the nature and stage of the 
transaction, being in the revolving period 
with ARC adopting a worst-case portfolio 
modelling approach, an upward 
movement in the ratings is unlikely.  

- Increasing Borrower Debt to Income ratios, 
which in turn increases the default 
frequency above ARC’s expectations. 

- Fall in house prices below ARC’s 
worst-case modelled scenarios. 

- Deterioration in the credit quality of the 
Borrower through a decrease in the WA 
Equifax score towards the covenant. 

RELATED CRITERIA AND RESEARCH 

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

ARC Ratings` Global Residential Mortgage Backed Securities (RMBS) Rating Criteria 
(May 2021) 

The rating(s) were assigned by ARC Ratings (UK) Limited and endorsed by ARC 
Ratings,  S.A. in accordance with Regulation (EC) Nº 1060/2009 of the European Parliament 
and of the Council. 
  

http://arcratings.com/wp-content/uploads/2021/06/ARC-Ratings-Global-Structured-Finance-Criteria-30-Sep-2020.pdf
http://arcratings.com/wp-content/uploads/2021/06/ARC-Ratings-Global-Structured-Finance-Criteria-30-Sep-2020.pdf
http://arcratings.com/wp-content/uploads/2021/06/ARC-Ratings-Residential-Mortgage-Backed-Securities-Criteria-31-May-2021.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 on the capacity and willingness of an 
entity or the capacity of a transaction to make all required interest and principal payments on a given obligation in a timely 
manner interest and principal. The meaning of each rating category is explained in www.arcratings.com. ARC’s credit ratings are 
based on 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.” 

 

http://arcratings.com/wp-content/uploads/2021/07/ARC-Credit-Rating-and-Other-Analytical-Products-Definitions-and-Scales-19-Jul-2021.pdf
http://www.arcratings.com/
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 CONTACT DETAILS 
 

 

ARC Ratings (UK) Limited 

30 Churchill Place 

Canary Wharf 

London E14 5RE 

UNITED KINGDOM 

+44 203 927 8600 

arcratings_uk@arcratings.com 

ARC Ratings, S.A. 

Rua de São José 

35 – 1º B 

1150-321 Lisbon 

PORTUGAL 

+351 21 304 11 10 

arcratings_eu@arcratings.com  

Site: www.arcratings.com 

Rhonda Moore 

Business Development Director 
rhonda.moore@arcratings.com 
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