RATING ACTION:
ARC RATINGS ASSIGNS A PUBLIC, FINAL
LONG-TERM ‘AAA(SF)’ RATING TO THE BALANCE
GUARANTEED SWAP OF BLUE ASSETCO S.Á.R.L.,
WITH STABLE OUTLOOK
Lisbon, 23 December 2021 - ARC Ratings, S.A. (ARC) has assigned a public, final long-term
rating of ‘AAA(sf)’ to the Balance Guaranteed Swap of Blue AssetCo S.Á.R.L. (‘Blue’), with
stable outlook.
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The public credit rating accorded to the ‘AAA(sf)’ rated swap relates to timely payment of the swap
obligations.

COMPANY PROFILE
Blue acts as the issuer for this transaction and is a company incorporated under the laws of

Luxembourg and subject to Luxembourg Securitisation Law. NatWest Markets PLC (NWM) is the Hedge
Counterparty to the transaction and is rated F1, P-1 and A-2 by internationally recognised credit rating

agencies. A termination event will be introduced if there is an un-remedied ratings downgrade of NWM.

TRANSACTION OVERVIEW
The transaction is a securitisation warehouse of Dutch residential and commercial mortgage loans,
funded by banks. The swap is in place to hedge the risk between fixed rate mortgages and the floating

rate on the debt. The Hedge Counterparty receives fixed payments and pays a floating rate, with netting
of the payments. The swap is only payable on the performing mortgages, therefore a deterioration of
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the credit quality of the portfolio would not impact Blue AssetCo’s ability to meet the swap

obligations as these would decrease. In the event of any payment due to the Hedge
Counterparty such payment ranks immediately prior to the most senior notes issued, but

ranks behind certain senior creditors such as the Servicer and Cash Manager. In
accordance with the transaction’s priority of payments, which has a combined principal
and interest waterfall, the Hedge Counterparty is paid from proceeds derived from both

principal and interest receipts. These structural features provide sufficient funds to honour
swap payments in an ‘AAA(sf)’ scenario.

KEY RATING DRIVERS
The portfolio is relatively granular with the reference obligations exhibiting strong historical

performance. ARC’s analysis of the swap coverage demonstrates that the cash waterfall

structure continues to provide sufficient funds to service the obligations at an ‘AAA(sf)’
rating level. In particular, the Issuer’s obligations under the swap are de minimis when
compared to its interest income, even assuming a high stress scenario where there are

no principal receipts and where EURIBOR, the swap reference rate, falls substantially below

its current level of -0.611% as of 21 December 2021. If EURIBOR rises above the weighted

average fixed swap rate (the ‘ATS Rate’), the Hedge Counterparty will become a net payer

under the swap, thus eliminating credit risk. Related transactions to Blue, Armstrong and

Yellow, which have near identical terms, have an average coverage ratio (utilising all

available cash against swap payments and senior fees) of c.123x since rating coverage
began in March 2021.

SENSITIVITY ANALYSIS AND TURNING POINTS
Given the degree of coverage under an ‘AAA(sf)’ scenario, ARC does not envisage a
situation where the rating is downgraded.

RELATED CRITERIA
ARC Ratings’ Global Structured Finance Rating Criteria (September 2021).
ARC Ratings’ Global Residential Mortgage Backed Security (RMBS) Rating Criteria
(May 2021).

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).
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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.

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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