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their own CPo This could either be because it is too expensive or the corporate wish 

to access the capital markets anonymously. The corporate then avoids publ icly 

disclosing its financial results and is only assessed by FirstRand being the loan 

originator. 1\ is also for this reason that iNdwa fol lows a black box approach. thereby 

not disclosing the names of the underlying assets I 

RMB is the administrator of the conduit and provides both credit enhancement and 

liquidity to the structure. iNdwa's obligations to investors are limited to the present 

value of the outstand illQ CPo On that basis, credit enhancement is sized on the 

present v<llue of periormlllQ assets. There are two components, as follows: 

• Financial Assets' Credit enhancement wW be calcu lated as an amount equal 

to 5% of the aggregate present value of the periormil1Q financial assets 

financed or acquired by the issuer. 

• Rated Securities: Cred it enhancement is based on the inherent credit risk 

profile. iNdwa uses a modelS developed by Fitch to calculate the credit 

enhancement based on the asset type, seniori ty, rating, country and industry 

Classification. 

The liquidity facility is sized at 100% of the face value of the CP (reduced for 

defaulted assets) together with senior expenses, less assets whose maturity 

matches that of the CP in issue. As at 30 September 2008, iNdwa conSists of 

R10 134 million (38 in total) of assets broken down as follows: 

c . t< gory of As .. t 

l ""' .• 0'1\ 

'''' " ', 

,~I -t"JL..,Io~~~~1.-""";:;,T""~ Co,",,," ",", ... ,,,"=. F,." '''' r~~d 
I",~ ~~.. ..~".-.- """ 

Figure 3' 

. Information obtained In d ISCUSSIon \"; th tn.. i NrJw~ conriuit m3'"'[IN' October 2008 
'The rietail, "nri working, of thi ' 1l100f0 3re beyonrilr.o. scope of II~ S liocuilleni. 
' Graphs from the 30 Septemba- 200H inve,<tu report for iNdw~ 
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Drilling down on to be an issue for banks -
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M Scott Sehnert and Dina do asset-backed commercial paper conduits 
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Volume 511 of the Government Gazette No 30628 of 1 2008. 
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Horowitz {2007} indicatod in his research that the CP market was USS2.2 tri llion at 

the t ime of his report <Jnd that US$1 2 trillio n thereof was ABCP. He took a very 

conservat ive look at what would happen to bank capital rat ios if all of the back-up 

ABCP lines were put on balance sheet. He looked at the top 20 US b,m ks excluding 

Cit iban k His find ings are summarised in the tabla bolow ind icatlllg the change in 

total exposure to tot<J1 assets percentage: 

"I .. ~, ~ [ 'M'" 

T"~ I ~' ~'" I " ... " I~ /oller' 
e ,t r, ... J .... !!If:? (SHIll ,1 """I II U 'I'''; 

"~ 
lot~ locr ~"ko! 

i "," .. L~ ,",," D'il ,, 1: '" 
",00,,, I.c' . ~ niTA Or"", •• ;[11~ Ditl" .. " Act " , Ie'" 

~ l , 1l\ 

\ 1>,1«' 

l ~,~ 

Horowitz commented that based on his research he found that all of the back-up CP 

liquidity for State Street re lated to 4 mu lti-seller conduits that State Street managed 

and that there were no concerns about the multi -sel ler' cond uits since there is <J 

very small if any mortgage compo nent and the paper fo r multi-seller ABCP were 

tr<J ding well. 

" Tall ie of results frem Ke ith HorOWItz; 16 August 2007; Dfilling down on ABCP; Unlikel y to be ~ Il 
issl.le for Ila llks -C ilig"ou~ research p8pe, 
"' As per -T ile fundJment81s of Asset Backed Commercial Pa per; S""Jsi BJ te , St e ~h any Bushwo llm 
and Everott Rut>",; MOC>d y's Investor Servi ce, 3 Febru8ry 2003", nlLi tisei ler coo(!uit typ "''' lIy 
prov ides fin >lrIci rlg to ~ ""ide vJriety of industries. compan ies, ~ nd ~sset lypes . offering ABCP 
investors" diversif ied pou of asse\s . 
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Mervyn King has refused to fol low suit silying instead that banks can borrow 

untimi ted funds at 6,75% - one percentage point ilbove the Bank's base rate of 

5.75%. 

Armitage40 publ ished an article on 22 August 2007 in the Evening Standard based 

on HBOS's ,mnouncement the previous evening thAt it wil l fund Grampian, HBOS 

WIlS fo rced to provide mill ions of pounds in emergency f inancing , They reported that 

milny banks have bui lt up eor'Kiuils but HBOS's Grilmpian was the biggest in the 

world Grampian had $35.4 billion in debt outstanding as of the end of May, 

according 10 Moody's Investors Service, making it Ihe biggest issuer of ABCP in 

Europe, 

2.4,2.4 Unlled Siaies of Amenca 

The im pact of the liqu idity draw downs on the banks providing it wi ll be discussed in 

the fol lowing sect ions including Basel II effects and effects on the bank's balance 

sheet. 

Liz Ann Sonders Senior Vice President and Chief Investment Strategist of Cha rles 

Schwab & Co. Inc. published and art icle41 on 30 November 2007 wherein she 

commented that ABCP outstanding declined fo r the 16th straight week, the week 

before her report. She published the fo llowing graph as evidence: 

.., .----------- ~~-------~ 

Figu r~ 5" 

Sonders (2007) stated that ABCP is issued by severa l entit ies. notably Structured 

Investment Vehicles ("SIVs·'). SIVs have come under scrutiny as some of the biggest 

players in the ABCP market, and have found themselves unable to place commercial 

paper in recent months, The SIVs ' sponsori ng ban ks are being forced to provide 

<c' HiQll Si reol DJr1ks face huge bai lout bill - 22 August 2007 Even;nQ Siandard , 
, ', Il\\pjlwww,"'hwab-..... or ldwd o,cOOlicol11ent!~rt~1e1207 1 Ill mL Tile ABC, of CDO, . ABCP, MBSs 
SIV, >ll ~ NAV" 
" , GrJph >llw from repo rt pub lished by Lin Anl1 Sanders >1, referenced fi>ove 
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Deutsche Securities - Global Markets Research paper. 
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Activities and the Treatment of Double Default Effects. June 2006. 
Andreas The Basle Securitisation Framework . The Treatment of Asset 

- Journal of Financial and Vol. 13, No. 1 - 12 2004. 
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Securitisation - Journal of Financial and Vol. 13, No. 1 - 12 2004. 
59 International of Measurement and Standards: A Revised Framework-

Version. This document is a of the June 2004 Basel /I the 
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Accord to Market and the 2005 paper on the of Basel /I to 
Activities and the Treatment of Double Default Effects. June 2006. 
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mClturity. In some ca!;es, banks may be requ ired to use a supervisory value ilS 

opposed to an internal estimate for one or more of the risk components. 

The IRB ilpprOilch is based on measures of unexpected losses ("UL ' ) and expected 

los!;es ("EL") The risk-weight functions prod uce Cilpitat requiremonts for the UL 

portion The challenge is that. in order to use the advances approach. the bank must 

have qualified to appty it to al l its other businesses_ 

Ned bank, one of the big four South African banks, published a pro-form a Baset II 

calculation in their December 2007 finilnciill sta tements. Basel II only came into 

effect from 1 January 2008 . Below is an extract of the results: 

"'"'t ,or"o,",,, o..I>,«t loA'" """'''od' I;' _,,* limi'kll' 
Co,~,,.. """"illt 0>0\ I~.d ''"'.[1 
""~"''',I ""'"In" (f,oIf,.,'l: r."'I"~i "1~1 
"'I~ , "'~I 

( '«I t ,,,, '!ct .. ~ >Ubi<ct"' ~"-.J,,~,,d ",~roK~ 

")Ii"'"", ''''''"'''''i<', "cd "-""I "',c,-"", 
"" ~l: ""'.:v1 OXp";tX., I '"~ "PI'o'Orl>1 ,,,, I.,. .;,k 
,quit) ",rtl,,,,, <..t>Ji" to t hi ",,01.,-1>_ '"'V~ nok w.¥o l "",I"') ¥.'II'''''"' 

- I ,~od i"'-"'" '.' ".'t/lt~il - "~,,I('j (;.ooli; ' ·'k""'~' n'li 
M;or,'" , I'k 

rr><l.rtg pco-tfolio< ' t.t>;Kt to """,~" ".', ~ 
Op<f'~'"111 , ~. 

"""'010.0, ,'oot loc' to ,'" "~,,\;Oi""o 1I(IP'l". " 
011><, ""h~~~~ •• C"" 

& ... ! I 
1007 .00<i 

~,,-. C'I''' I «U -"', .. " '1""" '" I"'n~: <:<dl lOI)' 51~-', h('(:o" 
""oon<y i "'.·.~, pr.t""",,, """,""",,, 
" .... '"le"" 
~'~ I 
. '''ppr'~'' r""f'" 
E,.." vf "'p.:"-'.! I",,,,,,,,, '"I'""' """;_, I~l 
."'"" ,.",I"m ,j.fe"'''' ' oO <>;>0-0"''''''''' ' ... "" 
Ti..- 2 " pHot (' "onda·~1 

.'''1: -, lIn 0,-.,., "''',,,,,,"or; 
n .. · , hoo'i< ~" 'l' ~I"''';l." ,..- , ,,">-t.' 
""",;e n '" .,.. fo>m"~ 10,"" 
E'H" of . ",.,W I"" <''''-,l;~i"", .n;"ioom Iw..) 
"'"" ,"~, I,tc<:, d Fe,..."" 
T"-,< 3 -, 

Figure { ,(J 

.. ,-
'" 

"0 f",m, 
..... 1. 
lOOl 

(~ hllp:iiw'ww. 'll-":9tJankgrwp·0_zallinancialsiNedb8n' 8rQ7id(!!,' rJ oadsi<;9lllDictc _ ncdtJank AR07. pdl, 
page 143 01 the 8nnual lin8r1Ciai statements 01 Ncdbank l or the year ended 31 Decem t>er 2007 
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66 a basis is 0.01 %, or 1 is 1 % 
67 The money market rate used in Africa. 

memorandum dated 27 October held between r",,,,r,,,",,oni·,,,ti, 

of the sector and the Head of Collective - FSB on 17 October 2007. At 
the discussed the treatment of ABCP in terms of the nrn'",.,."nn", of the Collective 
Investments Schemes Act. 
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the company, The response of the FSB was pending at t ime of preparation of th is 

thesis. 

A factor that Influences the supply of ABCP is the spread earned by banks on dOing 

these deats As the conduits were used by the South Afncao banks to take assets off 

balance sheet and fund it by issuing CPo the spread earned 00 these vehicles is a 

good indicator of how effective th is strategy was aoo still might be, ABSA Capitafg 

did r9se(lrch on the diffe rence between the funding sp read and the return ea med on 

the llr1d erlying assets Their f indings are summarised in the follOWing table (Figure 

10 ): 

... • [bo T ........ • ~.,.._1 • {"'''''''''] . ...... 6 • "",,- 0"'_'" • 

j 
. ~_ ... ' ._ .. 2 . ~_ .. } .. ,,_ .. , 

_ "'",J.. .,.". ....... ~- 1iIJ 

~:~.~~~~~-~:'.". :":"::":7:.":":7::".O::":7::":":7: :":7::":":7::":7::":":.".:":"::":7::".":" .. ":7::":":7::~:7::~: . 
...,. ~ •. __ A""_,.""",,,,, ~.Y", • 

• I.1<PI ....... u """'.'J e" ~ • 

,." .. ~ 7<y'} , . ""'. p ,,~ 
...... rl!1) 

,~1''''' ___ P',_ ... 
'~""'~)) 

• • • ...... _ ............. - .. - ... ..... . .• 1. 
• • , • 

--. 
,..,., """"",5._ u." ..... ~_.,,_"'<I ,,",' ....-._"~ . ,,,., _ .• " ....... _ ... -.",... .. ~ ......... ""' ..... - ,~ """~,-- -~, ............ -... -~ ....... 
"" ... "' .. """',. _ c'l"~ 

There has been an increase in the funding spread from 6,2bp over 3 month jibar in 

January 2005 to a high of 38bp over 3 month j lbar in January 2008 Secuntlsat lon 

returns has however remained fairly COl'\Stanl at 39bp to 40bp oller 3 month Jibar in 

2007 and 2008. 

Further research later in 2008 by ABSA Capital !" comments thaI there were very few 

secuntisalion deals done in 2008, but that there was a deiST inCfea5e In spreads for 

'" Sou th Africa' ~ A~o;.e( B<>ekfld eornmercia l Paper Market - The WI-de N'l~ Y",lI s, 5 March 2008, K 
RU8hton, J GaOie 

·t· South Alrl c!!', A .. m fl<>eke<:1 Comrn~ rcia l Paper ~rI< et _ Tr.e Who", Nine Yards. 5 March 2008, K 
R~Shton , J G<lIJle 
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these ABSA Capital published the fo llowing gfaph Indlcatlfl9 Ihe 2004 to 2007 

increases in seGuntls,'lhon sprc<!ds as fo!lows (Figure 11): 

' 10 

' co 
1 

" , 
I 

" " • • 
~ ,.; , 
• , 

'" , 

Fig" '. 11" 

0' " 
• rNI, :0 ........ ()J 

• -'-.'" r<. .. roo, fill · .... , .. ~,,," .... 
" 

- - - ' log (.'." 01 "" Do< OF;) 
_ log ,J •• 01 10 o.<~" 

~,~ ~ ~ ~F~ ~; ~~ ~ ~ ~ 

" w~, y .. ,. lot .... 1 

Jon .... 10 .,..., O. 

'''9 ''''''0 05 II> JII.o 01>] 
---- ' "" I J~O" . .. ". ~, 

-! 

• ...... .. D5 10 -""" ~ 
. ....... 0110 0.<01 

······ ' 011' ...,, "' ..... · 0.0/ 
- -- - l "llO,.., 07" •• YC1i 

The Jllnuary 2008 to current (being Octo ber 2008) spreads are much higher but the 

reality is that the assels In the conduits are the older ilssels wl1 ich wore Issued at il 

lower spreild. The fund ing pil id by the condUits would therefore Just become 

uneconomiC<lll ' It is more than Ihe spread earned on the older securitlsalion assets. 

This was one of the reaso ns for the withdrawal of ABACAS 3 and 4 in August 2008. 

the spread beC;Jm c so marginal and it is cheaper for the bilnks to fund the assets on 

balance sheel 

5.3 Conditions tor draY.' down on liquidity fac il ities in Soulh Africa 

In this chapter so fa r. the history of South Afri can cond uits and the factors that could 

Impact the supply and demand for ABCP was discussed . It is now releva nt to 

delermine the terms and C(lnddions thai specifically relilte to South African conduils 

thaI would determine hoW much and when liquidity facitlt'es C<.Jn be called upon. For 

Ihis purpose the Soulh AfflC<ln conduits' programme memoranda aro SCn.Jhnised 10 

determine if there arc standard terms. 

" Soutn Af,ic.<!n Secu';iisJtion HantJt:x:>cl< _ Check or checkmme?; K Rushton. NO~P. I TlOOr 200IJ 
' SlJuth African Secu-;Uation fl1n d OOok CI'OCk or c~.edmste? K Rush!oo Ncwembe' 20(\8 
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• 

see 

• 

• If 

is an 

on 

are 

• 

In a 

r<>n,"ortc: are sent out 

is 

or 

are 

it 

is 

are 

and can be obtained from the websites or conduit 

rhr'''' .... tl,'' from the conduit managers. 
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ABA CAS 175 

" , 

SUS~" In tro~ i ng n 
sim ilar I:l the I sul$ct rrlim~r 
r~aso"abI~ oP""'" or Ih ~ M"r"'g~r i'~'lirl\J "" an mp"rt "nd t '" "n arlJihtm ond , .... hese 
dm;""'n in "" ab""",,,, 0/ manifest &rmr -.holl be finol on~ bindinq on lt1~ parti~sl r~stJ ls or 
';'<)LJkj r&s tJ t in !I1e 1"S<J~r bein~ cnabj" to iss,", further NoleS 01 1\81\CI\S Prmn"" S~ri~s 
(S~r",s 1 I a l an "99'''9''''' rd F,~,~ Va,,,, oqLJal to the f>]gregat& ~rincipal Amount 0/ 1h~ 
malLJring Notes.., 'tie r"",vorl Mil 'un.,. Dote p"o·~~~~ tha1 If1e Issue' wall ha,~ recei ved 
ooti oo fmm I,,", D.a l~r(sl appoi"l~d by , to se ll. p~ C< o/r><o""i"" (l"tribLJ I~ Notns to 
r~""an<:<o rn"lurrng No"', til"l ,,,,ch D""I""i"1 me LJna bi& to arrange th & ",'1Ie. rJoccme nt 0< 
d ISlnbv..-", of olltl'los<e NoI~s 
For.", purpoS<os or II" d~""illon 

"I " I mll<,tion on th & hoLJr~ on~ cilY~ 0/ rnd" g '''' ~ I oot (:(O nSl lUte 0 Mark~1 Disrupl on 
[v~nt if it r~S<J lt8 trom "" anr.ou nc".j rnan'l" n th~ r~gular busi,-,.,ss heu", 0/ tl,~ 
M""'~ I . "rnl 

bl any matmi,,1 irritdti on of tmdlng r&"'J ltlng Imm 0 ti llCtu,1tion In P"C~S ronS~lutcs a 
M[O'ket [J " rupllon [vent. 

Poymenl Mismatch ,"e"OS a rai lur~ by ""Y ob iq", " r~S\J<Ocl or "" I\,,,,,t of lh" S"ri", to 
m,,'~" tlm<x~'" p"yment th&re 'l1oor hLJt only 

01 I:llhe c>te nl lOat ""d tor so 10<1!1 as sl.Ch ob igor has oel cornrrlltl~(1 "" ~,onl or 
d~raul l in ,«"",d,,,,,,,, wilh ttl~ tom" "rKI "OI'H\tIOn" of ~u"h A,,,,,t; ""d 

h) '.·;h &<e 'he r.\'V'c'lg<Or (OGl na ~s on cxrctt on~ not os "" ~rMralor and whose 
d~cisioo il1 II", ab"",~:o or r,"",ir~st mrm ~il" . b~ l,n,,1 and b" ,\ ng on the p"rt",,) 
h,," ,,,rtilie d "" t "uch f" jurE' by lhe rek:'mnt Oh ~ !)Or to n'k"oke timL'«J" p3yn1e<1l is 
not rue to oc< of funds Or "" io"a l<:l ,~rusal 0<1 th~ pari o r """h Obl igJr 10 rna,~ til"t 

" 

, 

"""h a" ~w,"l, 
ass&t were r€mO'IM 0' r€plece<! 

·,.11&r&as 
as,",1 class 

" In'l€stor report from 
'0 Quotoo lrom ,;,,;~;"~ 
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ABACAS 277 

I I II 
I I 01 

st>ortfoll wh t h 
re"''',llo''" oP"'" of 11><0 I,hnay", (",;!iny O~ "" export;-,ncj 1101 O~ "" mllll,"lc~ onrl who"" 
ooci'k:Jn n the a"""","'" 01 m8niir.,t mror ,ha l "" ~nal and b<><:tng on the parties) r&"'t, or 
wood result n th& Issuer OOi"l undble to issue tu1hef Nut&s uf ABACAS Premier Sen&s 
(S~r",s 1) dl "" "'cI<J r~yol~ 1l~1 Foc~ V,",u~ "'luol 10 tie ayyr~yole Prifll;ipol Amoulll of Ihe 
maturng Note. in th& releYant Maturity Dat& ~rovi{le{1 flat th& I",uer sha l have rec,;;yoo 
""tIC", from th~ Ded"~S) "ppu i"leci by It \J ""'" ;>I""~ or uth...wls~ clc,[nbul~ NuI~C, 10 
reflndnce mdtu""q Nut&s Illlt sum Deo"r(s) dre ur""",", to "rr""g~ t11~ S""', pklCt"n~1l1 ur 
rli,lri hul;:-AO 0101 Iho", Noin, 
cor tt>e purpo"'s of this deflnitiun' 

oj "'icrill l", 1l m Ih~ he,...., Ollrl ~oY' 0( lr"""y"l1 ,,,,I cm"lllu", 0 Mori<.d Di>rupl.-AO 
h'~ nt if it ""ult, lrom 8n ~~{I cha"9" ., t><o "'gular 1Ju.",,"" ~ 01 too 
M8ri<.et: and 

oj ""Y m"",riollinlltolioll of t,"~i,'!J ",sulti,,\! frc.n 0 f1uctualon in f";''''' ,,,,,,tltute, 0 
Mori<.~t c..ruption horn 

Paym&nt MismatcM m&8nS a tai u re by ""y oblqor in respect of an A""",t of th& Senes to 
m,*,~" linl"""S p.ym~ llt tI1~ r~ ur><kr IJut 011 1)' 

oj to too ~xtent th"" 8nd fc.< so long dS ",",eil oIJlgor ha" not C<Jmml!:<Xf d<\ ~v~nt cI 
d&f..ut in ..ccurd.nlO& YI'ith the t&rms drxf conditions ot such Asset: .nd 

oJ wh~r~ I"" Mar.aye< i""tillY 0' Oil ~'p''' rl Ollrl Ilot O~ Oil ar'Litrotor arJ<1 wOO", 
decj,.on n too 8b,ence of m8rJ11&.t mror ,ha l be firldi and ",n{llng on th& P8rti&,) 
h., c~rll"~d thol sulOh hil ur~ by lIw r~bm.t Ob i yc. 10 mok~ Lin~ou, POy,,,,,"t i, 

lac, of fu nd" or an nV81kf re/usal on too part of ",,,,,h Ob l gorto maim th"" 

" Inves tor rerort obta inM Iran w""v.aba cas co,za. 
" QLJOleC Irom pcog<amme me mnra ndum 
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BLUE TIT AN/UM79 

'" 

BILJ~ 

rr II " assels 

, 

, by SI",ldord Bdn, by medns 
In lmms nf hi. ogrecmml, SI.,ndmd il I 1 

req..;roo amount cJ I Quidily to [l~ Tit8nlUm thro L>;Jh he Durct"oo 01 pertorm"g 
assets 8t face .,~~ p'-"' 8ccrued interest; 

"J th e co ndiloons fro the pre"siM 01 IHlui<lly p<XSUMI te the pertc<rr",o;; ~s,et 
p<XCh8"" f>::womnent 8re the .~mc ~s tilfo ~raw dewn corJ(ll("",s lJrJ(!rr th~ I QLJidity 
f<><;ilily. n.mely Ihdt Std''Jd"," So'" -,.,i l rool be obliqed to pro.,k\e I,,"dit\, tl'rou(jh me 
p' .. ~h",e "f p~rtmmng ""ets if 

• .,ny o~ Ihe \mn"" doo d·owrrnnb h~"e bo"""", "rid Of LJn()l1k<c~.,ble; '" 
• the pu rcl's,"" pIce of such aswts -,.,'1 1 result" th~ ~ggre(jst~ comrritme!1l 

under Ihe perto rrrin(j assel purd'o,"" "qreeme!11 beng e,"€€de<:l. ()f 

• dn in,d"",,"y eyent ho. "c"",roo "respect of Blue T,llnium. 

Tl'e C<IIy ccndltioo for drow do-.. ,-n opecifie~ is to f\X\d tne rrisrnatcn between the p8yment 01 
, 'Ier"st ""d ,"'lCipa l r"~ei,e<1 (m 10 b" r!OCeov"'"i by Blue l!ldr,,,,m on lile os>et. which dre 
net (iGfaulte~ ~s""ls""" th~ 81"" rit,n"m 's D~ymcn t "b Ogo ti "'" LJnder th~ ""te •. 

, , 
" "II " ,-

.,\ the "gre~m()l11 h~s bnmme "lid or un""r"'"edto~: or 
b \ such 8d'Jance would resclt " th<o comrritm~nt "f l h<o I4cJO:;1,ty bhltly being a<c~~~ed; 

cJ [llue I itsn'um" in"",,<n( 

, Investor report obta ined from conduit manager 
'" QLJote<1 from programme memorandum 
" QLJote<1 from ?rogramme memoranrium 

it, 
mting, ' .. ..r...re.'~ 

II", spec.tic dss8 d<lSS 
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j. I ;HlI 1 I " it ';" 
cr"~,t 
~lCl I ~y i 

p' " a "",n"ric amwnt , 

"the lor", of a "uoordinated kxIn 
ange(l,lte I,,,;,, v"ILJ ~ (ll c r I "r 

... hieh 1uctuatss tJa&ed on the cradrt ~ll<O~ty 

I ;HlC 
of the urodor~lng 

po<ff_ of r~l"d '"(>Jn li "". TI., rlyn,uri c pro:j"H""'6 .... oo (>edit eni!;"" emenl i., SlJ6(;fic to 
rated socur~ies only and ... j l ct18nge according to th e cred it qll ollt; 01 'he urxfer~I "'1 rottfol>o 

" " " 
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CP RATIN" 

R ... TINC> AGENT 

L ... UNCH 

NOT<S IN ISSUE 

rrime-1 

Muu,1y', 

JLJly 2W 4 

R I ~3"," 

GRAYSTON 1 

MAX PROGRAMME SIl.E 

SPONSOR 

"{)MINIS TR ... TIVE ... GENT 

PROGR""''''E TYPE 

RIO b<~on tJl1 seriesl 
Setie,1 R3 li li "" , 
Inve""" Bank Lim tce 

Invosto"') 
Iflvestee 

Se ri,lisee mliiti se i er ond 
om:LJrilio, bdC'od 

Quoted from the Moodys pre-sa" report ISs.ued in September 2003, dv~ildble on www.rp.xxtys.com 
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GRAYSTON 2 

" r~ us~'1 10 

iti ' .. 

C< l' ,t 

nl' II 
Liquidi ty lit 

" " , 

" QLJotec 'rern the Mooc1y's strLJCtu", summary iss,>ed On 24 J L~Y 2004 8vailable on 
www moodys corn 
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CPRATI"lQ 

RATING AGl'H! 

LAUNCH 

NOTES IN ISSIJE 

ch 
Filch 

INDWA 

101M PROGRAMME§_IZ!" 

SPQNSQR 

R15 bi l-<.'n 

JlI~ 2003 ADMIN SJRATIYE ACENT 

rirslRa,'iC Bo rrk L,m 'lo~ 

Kar"Jd Merellorrl Barrk." 
ch lSi"" of FS K 

R10134m 

" Slruclur,," to 

PROGRAMME TYPE Partially support"c. mul i· 
,ek ,;:lnoj oocll,ities· ilackec 

" p"pei" I" 
to lund the puc h""" of 
may issue cr ",Ill " 

mi i it t II ' II 'i I i I " il l 
ir tim., is Ill . am"urrt "'1'Jo~1 In ti>o "9D'eD"te I 

, in i' s.ue~, Oft 'LJCh pnint in time, pills the aw¥te' 
se""" fees an<1 e<pen".,, " " at , uen i>O<rt in 10'1' " , I.ss IIle ~,t" of 

(i) the ~w'ogate nomnal ~all'" "ssets whCh m" lure, at lea;t ",,'0 ,bys befo,:, 
the rn.'ltllrily of CP with the ""m~ 'm luo; "n<1 

(i i) the ~99re9ort~ n""mal v" loo 01 tl, e a'""ts corr(>'iSHrq I"" Sporrsor's L""n 
Collateral hekj by the Issuer oS at Suell I"" rrl irr time, pm.'i~~~ thort 

I") the tBe"ant a'oot' realLlr~ al least twO' Busir,~;s O"y' oclom ~n 
e4u,,1 "W"q,, 'e "rr.<lU11 or noln, 

Ib) the rele"o rrt assets h3'le rrcl ir een iq u'"~t~~; "n~ 
Ii;) c~sll ''''"''piS into It>o col lecllon.' account in terres of al assets IIl.t h.wn nO'i 

been "pp lied in terms " f tll ~ PrKl'ity "f Paymenl; 

The s~" rr SG' I"" rr "oIbt~ml is ~s""ts, acqu~().j by the iNdwa ",th te., ~roc""cs c~ri',,," fwm 
1I1 ~ am~ 'x;e nl R1 ir ~ l ion fmm "MS, wh ch assets shall be CepGs< led 0, l, e," io ~ ,e",rv~ 
Ac"ount and m"y ~ 14Uid" ,,," by I"" Ndwa to' meet n.lhcr lh<o I>q<'d 'ty needs ar"Jdim """ 
e'eC it errharrc~(r"'rrt ,'teeC; d il\ki""" /rr.m t i m~ to time, 

. , cash nO'WS 10 the l",lJ(O', w ",l ting tmm. inter alia, 
if I the "' , 

"tl e~errts 

tll ~ f1"n' nJ rtcy nl the I"uer; or 

~ iln<;"m i"\j i l ~-,j Ie<" the Individual Lr Provider in occ",dance Wllh dPf:kob le ' '''is 
10 m", e any adv"nc~ lIrrder tle ,ele'l" rr ( Irr ci',inu,,1 LF A\lfeemmt GO'>c~tded by it 
andior 1\) "" in4,in it; cnrr"""m~nt unde, the afore", id Irrdi~idoJal LF A9'~elll~<l 1 

"OJOted from the rxog-arnrnc memo,andum 
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( is ,;wd 
faG. ltv is rr 

of the present 
Ii 10 Ih" pm,.,.,1 
sb"J 81 5% of the 

pm><nl 1', lu" nf ",,,,I>; plus ~ dynarnoc " rTlCl~, WhiCh fl"ctu"trn; 11, thp. cmdit qL~,ity 
of the txXt€~y;ng porttOiD 01 rated secmr. .... ,he dy"""'''' prcgamme -.vi<\e Gred,t 
~nh"",;",,,,,, .. " slX>(; fi c 10 rd lc><1 ,,,,;uriti,,, o nly d rlrl w~ ch""qo <>cmr din9 10 ti", c""lit 
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IVUZI 

" , , , 
"t m"y I dll 

PrinCl I",1 Sor"" nf Nuto' In "~L>!)"~' ,po nl il i r, " I 
vo loo nt oil Se ri Of Fees "n~ ['renses as al s<.<;h po<nt in time, less Ihe' 
(i) Ihe aggegale rlc<nirl31 'i. l"" uf tm,e P&1icip3tinq Asset, tl,.t .re 

l\'8ots anc! SliGh othor P"rtkipdting 1\,.",1, in m~pocl uf wl.ch" i 
Confirm. lion 113, been recei,ed, the Leq"1 FiMI Malur~y nr whe" OCC<Jrs t 
Bu,"ne» [\'y~ berure . n equ31 .ggreg. le Oubt.ndinq Prinap.1 Arn0u,t ur Nute, 
hiNing lho H igho~t Notc R,t""J '" " I "'-Jch I",inll" timo; "Ill! 

{'I th~ .[lgrenate Ibmil'!3i ,,31ue Of the .,~"ts cc<nP<is i n~ the SponSOf'S LOM CoI~t" ral hnO::l 
by tho I""",. ,," dt ~ucl, po nl in II""', ~~u'ii<Jeu IhelL 

(,,) Ihe rc le'i"nl ""~t, cum l~;, i l>;J Ihe Spon~ur', Lrorl Co ' ateral rm.tuo~ at lea,t twu 
Busmoss D.Jys I"JOfc on Clqval W1TCg,110 O,J\.c,t~nc!lng ~nocl(Jal "'mnLint of Nntc' 
h3'iing Ihe Highe,1 Nule R3ting a~ al "'ICh point In time; 

(bl Ioe rebant ~sscts CO<11ptiSIn~ te.-, 5(".::,,,o r s Inan Cnl~tcml h.wc not oc"n 
l' i <> d"leu ur u~eu by Ih~ I~"<,<;, lu ,;mer lu,,>e~ ,,",,"'ined by the Is,ue( in re l3tion 
to the P"'''''l(Jnling I\"ot, ,,"d, '" "t Ih<) ,!alo fur ,!olon,; " "llun of Ihc M"imum 
Li~u<!'ly Comm(mcnt, srxh Spo<1so(s i.oon Cdlltm\i ho' nnt yol l)Oon rcstOfCc1 
in 3<x:IJ1dar>Ce 1'o,1h Ih~ Priority of Payme<lh: 3nd 

(II ') tl"\<O Og(Tog..ltC d the Pra-PalO Amounts, tho Pro _P"ymcnl ~b'e WOOl!) I\muunl (Iu tI," 
extent p&d ,nlo the Cd leet,:,", Accuunt and not OPll I O(! in t",ms d the Pri<lrity 01 
r"ymenl~) "rid ".<11 nlr.,r '"' ''' '"10"'1>1. inlu Ihe Cu ' "diun~ Aec()<Jnt . , lerm, of 3' 
P"rtk;ir'<'t'n~ As;ets (odud" ~ Pre_Po," ~"rt l cjr(ltlng I\,,,,,t,) th"t heM) not be"'n 
;'~lJieu in lerm. ur 1h<J Priurily u( P"ym",lI, 

'i . 
, , 

" " , 
• ir s,xh ~rown (Iown or vti i,otion .s rc," " rod tn covor ,!c l ,jonc>;" in c"..t1 fiuw. 10 11"\<0 

Is,,,,,,,, re,tJt,nQ from, inta< . 113, timnQ differences 0010 .... """ the p"yment of inleresl 
and principal rencivc~ (m 10 he ropc·ivcLI) by tm I"~uer on Ihe Par\;';p"I.'g A~""I' 
al'Jd"JI in tI'" C3~" or. Market o;sruption 3rld in each C"se on~ 10 fun~ payments nn 
tho Sc'r\!)" nl Notc. \:J wh>ch ~u,;h Ind i'ii<Ju,,1 LF Agreeme nl re l3 le, 3nd.l<JI 

• (b)3 LiQ ukti!y C3nce llation [,.ent llas nol necl.'red. 

" Quoted Imm the programme memorandum 
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• th e Bo l1kruPIt;y of the I.su~r' (;( 

• th~ Acuotml Voio.xo (A'''''I') [?] of "II r."kip~tirlg A,1>C!S (~<c\u diny Dct~'"""Y 

A,,,,,,,) h"kl by 1M Is,,,,,, ,,' ~t ""Y po nl ill lim e no ", l1qer beiny &J~",iel1t l'l rep .. y 
th e ,",lO lint. n"Tlc~ by th o I"uor "n ~c< ," I Inll" ">'",1 I f Agro:-.on'e'* " foroo ,'n~ 
e lfed oS a t the dote the.-ed: 

• it becu m" q il eqo l for the nct" dll " 1 Lf Provider in ",-,w rd" nce wllh app ico.bie I",,, 
III mak~ ony ;>dv" ,."" u'Jdor th" "'"".-,nl Intliv ,du~1 I. ~ Ag00l1lCr.1 cc.<>c,lu!hl by ; 
""dlor to mdf'ltaf1 . s wrnmtment '.Oder th e aiofe "8 id InMidll"1 LF A~ re emenl 

_. t ' "J i , " 

II I I e,po",-lfe "ny I I 
rrnl"ct. tr.:o l~atLJ '" pro';~ i rlg lor ~~r~ rmlm'pllon Ih~ CI' PiKE in "'"poet of mlod 
securitle. ",<II be trenched, PWCE ""II not be fl"' ~ble be~,een filHI1Cia l assets,.,.-.oj r"ted 
se<;ur; ><oS 

• PiKE," "zod on th" vo lu" cI pmfom""'] ~s.a<, [)claull"d "S,~t" '.''; 1 I", rn:c,lu!hl from 
tNs ""k;ukltiol1 o. th e PNCE "i ll o"eddy ho ve been dr.wn on for tl10t purpose, TI1ere 
or~ 1'''''0 c,orrp)n"nl', ~s """u;",,,1 bokm 

Financia l Au~ts : PWCE Amount 
• TI1is wjl be c"Ic LJ . led o •• n .rrmlnt eqoJ;il1O 10% of tile agqreqate present val li e of tl1e 

f.,,,,, c r.-;l o''"'ts t~xc,lu! I "'\J ddouKml o,,~t") fr..=ml or ocqLJ i",d bl' th" i,,<>:or nO. ',,'j l 
nol be fUn<Jib le for r~ted socuOties , 

R~teo Secu'iti ~s: PWCE Amount 
• Th is" b"sed ull the credil ri sk pro"le inherent " t he r. led """Jrl ies r"","'ed (;( ""Qu ire-d 

by tr.:o i"<D!', Ih" V'NC~ foc jl\y i. <1y n~ rric ~ntl ;;z"d "occnlng to th~ C''''O lt quolrly of 
tl1 e '-'l c1e~~n<J ;:<X1folio of roted soc""; lles ,.,.-.::t ca t ula!ed per Fitch'. 111 00el. The 
metr.oo:loIoqy rel ;"s on" numbe< ci " puts thot descnbe e.;ch securi ly "0 ;x>rtro io. &Jch 
a, a. ,,>I tl' PI", • e n rn!y, ratl n<J, "",-",lry a"d i ntl u ott)' c'" .. fi c.-;t""" B~ ,,,,I "" Ih ~.~ i n p u I. 
tl1ev co n ev.ludte tl1e correklto~ betweell the "ssets .r><l tl1e ;:.-o""l) litv of def,,";t The 
mo dcJ oulput I rHl>c,.-'I~' II", I"vc l of PWCE oppropriote for mc h ratil1g oah'9'lry_ 

• V'NC~!of mloo ""rA"'tl ~' '.'"1 nol I" f<X>(J' bi<o klr f,n,1n r,,,, 1 d""I., Tr.:o I"NCE for r;,text 
,oc'.-Oit, es wi l be lranched ~"' h tr8nc:/lO ,,, II r.ol 00 ora",n upon lInul the tranc he ,,,th " 
lo'.'lor c",tlil "S, r~tiny h., I",,,,, ",h~uotoo, rI'iCE "ill I", provitlml by .u bmd in~t"d 
ootes 'r><l whe re unhlnd e~ by a D\NC:~ hc,~ty '.'"th liMB ", """tm ~"""C~ pro" ,""'r 

• RMtJ \,, 1 g-anI a spon..,r', OO~ of R7 S(}mjD tD th e iss'Xr "pon closi:1g 01 the tra nsact"'" 
It cd[) b" ,-,'e!1 lot: 1'=Mrlity or c,edit el1h.;r>:;elllen l purp""""_ 

• I r.:o I lldivi!lu~1 CEF may c .. ""o.l il. obi yat>:lI1' 011 th" b,,,,kruptcy of the i,"<>e<, or on it 

'''''''''jQ,t=~~~~~~~~~~' ir;::t r.-dual CH m,k~ Onl' "d""",,~ <X>(!or lhe m',,~nt " " 

" Quote(! fro m tile p,e -s~ l e 'epot'llsSUe(! b y Fitcl1 o~ 18 June 2007 
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~P RATING 

R"TINGAGENT 

L"UNCH 

NOTES IN ISS lJ!: 

,1+Wrime-1 

,itcn:Moody s 

Ju~ 20 01 

I<~ O ~nm 

, 

S YNTHESIS 

MAlI PROGR"MM E SIZE 

SPONSOR 

"O""N STRAJIYE AGEMT 

PROGRAMM~ TYPE 

"" " 11 

" 

I" II 
cot 'my point in lim", 

nl of all Notes in iSSlle (ond 
v,,"ue of oil SellOr Fees 

1" of the 
"00 

iti I 
, , , 

[i.xu ", oots dn dr)lOUI-' eQlI8l to-

N" lb,mk l lmll,," 
"Nedbari;'1 
No<1o:..,' 

P~rtldl~ 'LJPIXJrt,;d mLJli 
se l e< omJ securilies-08c'eu 

r I pope< { 
fu n" the purcl1""" ur 
m~y "OS"" tP 'io"lh" 

",",oLJnl rXl)cot 10 I n99ro9cot" 
redeemed ) 8~ at s,m r>"" t in 

we ond PdYdOIe by the 

• MinimLJm Li~ LJ d l)' Cr>rnrnitrne llt dS 01 ,",e ll poi(11 in lime; Ie,s 
• oil amol_'* ,lre8dy ~<8"'n clown t>ut <>ot yot ropcotd LJnd er ~ I IndMclu;]1 li~u i dlty 

F""ii ly iI(Tee",ool, in lur~e <WId e~ed dS at such iXint in t' M' less 
• th" H"""- Vcot u" of "II Dd,.)ltrxl A,s"t, ,,. ~I ,och po nl in In", 

~~:~~f~,~.i2f:~~::i!:;;;t;l~~~ii~:~~~.~~·:" :"~i,:~ I - 10 10" 

Issuer re"lIltin~ Ir botw""" th o p")'Il1elll of " tcrest 
ono pr.,clp,," 10 [ III r 0(1 Ihe P,W1>up..r Ol9 ilsse l, 
wtHroh ,-'-0 not It Ms,"s ",0 p"ymr>rt ol>l9',I",n, LJnlx" 10" 
NDlOS; 8n".'or 

~) in th" ""'" of d Market Dis ru ption up to a rnd"nurn ",nuullt eQ uol to Ill e L4Jidily 
A"oilobie 1\l1)ount; 

A market d is rupti on i. " " ,,"<)nl or cirrurn>ld!)('<l ",heh resuls Ids Lletermood by th e 
Adnllnislr"turj " either-

I') nn Increns" In th" cost 10 Ie.:, I"Lx)( to' ' LJCil ;]n "<lonl I h~t ~ i, rlU 101M)'" 
OCOrlO'l1fc81y vi8bie h the Prog-ammo to 00 "ustDiood; If 

(ii) ti", I~sur~ h"ing uNblr, to i"ue oily further Noles dt dllY price in t' M to 
rcOOcom ""Y Notes matur;,..,g "" , I Ih" ej.,I" Ie.:)[€<lf 

Syn tlle~is wi l Ilul oe oo ~~ ed 10 "row dO'~'rl or use monies d''',"oble tu it und e< the faeil t y if­
n) "liqLJ idly C""e" l k~ l ion E',,,nt hac occurrr><1; 
0) suc~ fu~her craw down or utilis""oo ,";11 re~ult ir1 th e ~ommltmcnt lIrnler t he I~h~ty 

t'''i ng ,,<crxx1o: xl; ,mO'-or 
e) S\jc ~ furll1er uli \ sation wi l resu lt ir1 the monies dmwn dow!l "" LJS<;cl u,-,.:jo:;r SUO" 

("" i ily oong opplied 100..-ord, runding losses .xurre" by the Issuer in respect of 
Delaliited Assets "" lo",,.ds "'P"ylng m,-ount, I .-"vi()u~~ " mwn OONn LJno(~ a 
14Jld lly (aei l ty 

" Quotp.d I re.-" p rogr~mmp. mP.morilmJ"m 
: Qooted f"um prll(l rarmne rnernu'arxlurn , 

Quuted f"om prll(lwrmne rnernurwxlurn , 
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.>c Quoted frnm wngamme memconrium 

Issoor' "" 
It~ , Ind"klu<11 Lklukl~y F,~;'ity Pm.id"" b<; i,'J <1 1,><1. to 
fOC . ~y Agroerm nt in ;x;cornot'O) wltl1 opp lKOO hle '~\'Is; n 

to m<ike <i 'W ad"" ,,€ U 'K~" til() '''''", ,,t I"d ; ',i:l",~ 
~f1(\io( to m~ l"tn ln its comm lt"",nt unO<lr tho 

Fac ii ty A~"'€rl)€ llt 
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IT.ft!o.~ 

'''<TING AGENT 

LAIINCI! 

", 
f- (C~ 

THEKWINI WAREHOUSING CONDUIT 

HI" t>oIl1o n 

St;md;",1 BanK 

Jl.Oe 200[) 

MAX PROGRAMME SIZE 

SPONSOR 

A,OMINIS TRATIVE AG<NT 

R4388m 

11 ) i 
mffi(j<Kje 1S"'1e up to R15 bi llen rma-

praQr,",,"'" Ihat wi l wareoou>& ~ i Qible 
d ro",<\ontio l me<tg"9C loans originate~ ny S"uth African HI""'" I cans (l-'ropr;otory) 

a lender speciallS Og in heme ",ans on Soutt- Africa. Asset IX"rnases wi l I:>e fun{)e(f 
of sI1ori· ;md II>nQ_lerm =:\J'~"'s ;m,1 " ,ubordin"ta<1 credit 

.n Ii , 
" 

were 

, 
" 

rlOte,; , , 

,.""or (Ie""ral m"fkBl di,rupllon lO<ic.o dlly f"c" ly: ol1l-vorts cad' oho~rab 

rc.,,,,,1 to thc seni,,, r.otcs lIP I" :'"~:~"'i':i';"',":~:;:":~'",':':"::'~"J"(',:;',,' ~'i':'"::;;"fc':'~::~:i,:OO~" used fo lewng a general mar);el fi 
th€ issuer 10 i'''lte notes or an « 
·" crea"" in the c,lOI IT rU rKlnQ ;hmugh I".e iosu"nce "f noles· "nd "nc.~ II", ",n"" 
timing mlSmatd! . ~l"dlty fOI; I ~y ha' heen u""'" n /c;; 
The me2Lan"" li rrjnQ mismalcl' liqui dity faciit~: supports ca<h ",", ortfalls re laled to 
the ""'HaninC sh"rt_lrJrm nole' 
The junior limi", mismatch l<qJ idlty foci llty, suw>rts cash shertfolis relate<1 te ...... 
j<.r.ior sI1orl-l",m "oles The maximum combined, corTYnilted amounl of """ 
meznnnc ;m,I;Ixo jun .... Iq.,.dily rae.l i lies CCl'Jab "n inili,,1 am :l<Xl1 or ZARUlOm. 

" 

" 

'"'' 
" 

, , 

" 

" 

" at,uled fromlhe Proqramme Memorandum 
" Otluled fromlhe Proqramme Memorandum 
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Figure 12 summarises the South African ABCP market at 30 September 2008: 

Conduit 
ABACAS Seri~s 1 and 2 (in total) 
Blue Titanium 
Grayston Series 1 and 2 (in total) 
iNdwa 
iVuzi 
Thekwini Warehouse 
Synthesis 
Total 

Figur.12 

Liquidity Provider . 
ABSA 

i Standard Bank 
, Investec 

FirslRand 
FirstRand 
Standard Bank 
Nedbank 

Max Conduit 
Size 

R' billion 
15 
20 
15 
1 5 
1 5 
15 
15 

110 

The following graph (Figure 13) Illustrates the relative sizes based on the maximum 

conduit sizes. 

Size of the conduit market 

17% 

Figur~ 13 

;a ,\BACAS - Series 1 aoo 2 

[J 8 1"" TiI,,,,icm 

I!l Grayston - S e<ies 1 ,.nd :2 

• i'-Jdwa 

oiVuz l 

o n",b"; "; Warenouse 

• Synlhesis 

The largest conduit is Blue Titanium and the others are all approximately 14% each 

of the market. 
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The liquidity facilities provided per bank are summarised as follows in figure 14 

I 

Liquidi Provider 
ABSA 
Standard Bank 
Investec 
f irstRand 
Nedbank 

Figure 14 

Limit (R' 
billion 

15 
35 

In addit ion to figure 14, figure 15 il lustrates the relative size of the bank's exposure 

to the conduits via the liquidity facil iUes provided. 

Liquidity facil ities per bank 

27% 

31% 

14% 

Figure 15 

. ASSA 

IJ SIWH!ard Bdnk 

o ~weM8C 

o F~stRand 
• Ncdban" 

Standard Bank supports Blue Titanium which is the largest conduit as wel l as the 

Thekwini Warehouse structure which is the fundil19 vehicle for SA Home Loans~J 

,,' SA Home Loans IS a mortgage lenocr and 0"" of the few non-bank lenders in th e South .African 
markp.t 
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FirstRand also has a large exposure due to the support provided to both iNdwa and 

iVuzi . 

The 2 tables and 2 graphs above are based on maximum conduit programme size. 

As at 30 September 2008, the conduits have not issued the total maximum allowed 

amount Figure 16 below il lustra tes the conduit sizes as of this date_ 

Current Conduit Sizes 

AflACAS 
Series 1 ar><i Tit,.--. um S ~ ri ~s 1 " no , , 

Figu r.16 

i Vu~i 

, 

Th ~kI"ri Sy"l~i" 

W"r~~ 

Based on the above conduit sizes at 30 Septemoor 2008. the exposure that the 

banks have relat ing to the liquidity fac ilit ies is as fo llows (Figure 17) 
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IIo.n ~ U JIO"ure 10 l iquidity F"" ilil:iel 

" , 

" 
jl 

" I I " il '" I 
I I " I • • , • , 
I I , I I I , , I I , I 

" ,\IilSA St .. "w" I'''' '''''''' F. "P¥ •. ~ -" ... 
F~ure 17 

INdwa has the highest amount of outstanding CP at 30 September 2008 and 

therelore FlrstRand also has the Largest exposure 10 liquidity draw downs a t IhlS 

date. 

The currenl Size of liquidity f8Cil ilies as a percentage of [he banks Tier 1 capital is as 

fu llows (Figure 18 ). 

~ . .--

le··, 

Llquidily F ~cilily as % 01 TiN 1 Cnpilal 

11 
I I 
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FirstRand at 54% is tile largest. The Tier 1 capital IS the amount as per the bank's 

latest annual financial statements 

The asset composition of the various condU'ts are depicted below (Figure 19) which 

clearl y indicates a large percentage holding in RMBS and corporate exposure 

Asset Composition 

100% 

80% 

&0% 

40% 

20% 

0% 

Fi9ur~ 19 

. Aulo LDan Securt lsalions 

• Commercial Mortgage 
Backed Securilisalions 

o Kesidenl ial Mc.1gage 
Backed Securilisalio ll s 

• Col ialcra li sed Debl 
Obligul lon 

• Paraslalal s 

o Banks 

It is better Hlustrateci in Figure 20 below that shows the total exposure to toose asset 

classes for al l the conduits 38% is invested in RMBS assets and 37% in corporate 

paper. 



Univ
ers

ity
 of

 C
ap

e T
ow

n

Tolal AsS" 1 Composition 

.. " s'!, o Banks 

• Corl'O"'l!M 

, . P~rnr; ! !IoIa's 

• Collat~rJ I~ DetJt OblitlM1OO 

o P.esldr;rWlal Mor1g.--.ge Uac ~ oo 

5 "",,,,1 sabonr. 

• Comm.,.r..a l M<Ytgag ~ 8~Cked 
Secu ri! isUIIOO' 

I. Auto Loan Seoo.l rti ,a tlQ<1S 

o Rot;er\Ot)Ie SectlIitr.; atll)l'ls 

0% 

The asset quality based on credit rating is illu stra t~ d in Figure 21. Thekwlni is 

8KCluded as it is a warehouse for home loans There are no external ratIngs 

assigned per home Ioao. 

"'" 
80% 

70% 

60"~ 

"" 
"" 
30% 

""' 
10'i 

"' , 
cY" 

#" 

Figur e 21 

"" #"cY 

Asset Quality 

Page 14 0186 

. w 
o M- lo AA· 

oA· lo A· 

. Flo 

• Undi sclo~ed 



Univ
ers

ity
 of

 C
ap

e T
ow

n

The total assets per credit rating for al l conduils are a belief illustral ion of the 

uncierlying risk in these structures (Figure 22). 

Asset Quality for all conduits 

G% 

Figure .2 

. IIAA 

0 1111+ to All· 

oA+toA-

• Fl+ 

• Undisclosed 

Figllre 22 shows Ihat 41% of all conduil assels (excillciin>J Thekwini·s home loans) 

are rated AM and a furlher 35% rated AA+ 10 AA- Th is Illllstrales that the 

underlying assets in these conduits are of a GOod credit quality·-'. 

The main reason for banks using ABCP as a funding tool is the spread it earns on 

issuing paper at a reduced spread in comparison to their own bank paper. Assuming 

the bilnk·s paper funding rate for from 2001 to 2008 on averaGO oquals between 

15bp ilnci 45bp over 3 month jibil r. According to ABSA resea rch95 the annUill high Jl 

January 2008 for ABCP funding was 38bp and historica lly It WJS JS low JS 6bp. This 

would mean that a bank saved between 7bp on the high end and 9bp on the lower 

end in fund ing costs by usinG ABCP. AssuminG an average ABCP conduit size of R5 

bill ion this equates to additional income of between R3.5 million and R4.5 mil lion 

annllally. 

"' Refer to the r,1tinn tab les in !\nn~x 
'" SOlJth Africa's IIsset Backed Commercial Paper Mwket Th~','''hol~ Nine Yards, 5 March 7008 K 
Rushton, J Gat>e. 
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"1 .......... .1 as 

as Inrlinn vv;;n>::l. it is now ne(:;es,salry 

on 

1I"'I~AIUlly OIrOVlldelrs are del;>ic1ted 

1 

nalea .... "'ina if n .. ,..,hlarne> as 

1I\.1~AlUlly falcilijties as a niCIlrl"iClnt~lno are C>.hrl\lIIn bel,ow: 

is r.orl~ir1IAn:~r1 a concern. 

II in 

lI\.IlAIUILY talclliities is ba~)ed on 
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External credit 
assessmef't 

Risk 

25 

are 

is 

96 Basle 

AM toAA-

20% 

as 

on 
Bank for International Settlements 

97 Risk \N.:>inlht."rl Assets 

can 

A+ to A-

50% 

on 

long-term rating category 

BBB+ to BBB- BB+ to BB- B+ and below 

100% 350% Deduction 

a lA,£:unnTl as 

The New Basle Consultative Document. 
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\.;CIII\.;UIICIII.I:iU ba~)ed on 

98 Mike and 3 October Conduits: Should we be concerned?-
Deutsche Securities - Global Markets Research paper. 
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ItI'IIl'Il'II"ftll"C alrlllll1:'V to 

AA+ AA+ 
AA Aa2 AA 
AA- Aa3 AA-
A+ Al A+ 
A A2 A 
A- A3 A-

BBB+ Baal BBB+ 
BBB Baa2 BBB 
BBB- Baa3 BBB-
BB+ Bal BB+ 
BB Ba2 BB Somewhat 
BB- Ba3 BB-
B+ Bl B+ 
B B2 B More 
B- B3 

Caal CCC-

CC Caa2 CC-

C 
D C D 
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102 

103 

104 

Fl 

F2 

F3 

B 
C 
D 

P-l 

P-2 

P-3 

NP 

one on was 

same 

s&P 

A-I 

A-2 

D 

is a 

It is it 
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