Ratings Assigned To Bayport Securitisation (RF)'s
Class A BAYA72 And BAYA73 South African ABS
Notes
Primary Credit Analyst:
Marta Gorska, London + 44 20 7176 2523; marta.gorska@spglobal.com
Secondary Contact:
Filip Popovic, London (44) 20-7176-2205; filip.popovic@spglobal.com

OVERVIEW
• We have assigned our long-term 'zaAA+ (sf)' rating to Bayport
Securitisation (RF)'s class A BAYA72 and BAYA73 notes.
• At the same time, we have affirmed our 'zaAA+ (sf)' ratings on all of the
outstanding class A notes issued previously, and we have discontinued our
ratings on the class A BAYA45, BAYA51, BAYA52, and BAYA59 notes following
their full redemption.
• Bayport Securitisation (RF) securitizes a portfolio of South African
consumer loan receivables that Bayport Financial Services 2010 (Pty)
originated.

LONDON (S&P Global Ratings) April 1, 2019--S&P Global Ratings today assigned
its long-term 'zaAA+ (sf)' credit rating to Bayport Securitisation (RF) Ltd.'s
class A BAYA72 and BAYA73 notes. At the same time, we have affirmed our 'zaAA+
(sf)' ratings on Bayport Securitisation (RF)'s outstanding class A notes, and
we have discontinued our ratings on the class A BAYA45, BAYA51, BAYA52, and
BAYA59 notes (see list below).
Today's rating actions reflect our credit and cash flow analysis using the
most recent available collateral performance data (as of December 2018). We
have considered the most recent transaction structure in our analysis, taking
into account the new issuance and existing notes' amortization as of the most
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recent investor report (January 2019).
Bayport Securitisation (RF) securitizes a portfolio of South African consumer
loan receivables that Bayport Financial Services 2010 (Pty) Ltd. (Bayport)
originated in the ordinary course of its business. The transaction does not
have a fixed revolving period; it revolves until the issuer fully repays the
outstanding debt, or until an acceleration event occurs. During the revolving
period the issuer can issue new notes or repay outstanding notes.
RATING RATIONALE
Economic Outlook
In our credit analysis, we have considered our latest forecasts for South
Africa's economy (see "South Africa Long-Term Foreign And Local Currency
Ratings Affirmed At 'BB' And 'BB+'; Outlook Stable," published on Nov. 23,
2018). Our revised baseline economic forecast for South Africa is relatively
weak real GDP growth of 1.8% in 2019. We expect the unemployment rate to
remain high at about 27.3% in 2019. We have incorporated our expectations for
weak economic growth in the country, as well as our view of the unsecured
lending market in South Africa, in our credit assumptions applicable to the
securitized portfolio.
Credit Risk
We have analyzed credit risk by applying our "Global Methodology And
Assumptions For Assessing The Credit Quality Of Securitized Consumer
Receivables" criteria published on Oct. 9, 2014, to derive our default and
recovery assumptions for various rating levels. We considered the most recent
performance data available from January 2008 to December 2018. Our analysis
showed that extrapolated default rates improved in consumer loan cohorts
originated between 2016 and 2018. The trend in lower default rates can be
explained by Bayport's more stringent origination policy standards introduced
in mid-2015 and further adjustments to their scorecards in April 2016.
Based on the performance data we have revised our base-case default assumption
for consumer loans to 40% from 45%. Our recovery-rate assumption remains
unchanged at 5.0%. Our credit multiples and recovery-rate haircuts for
national-scale ratings remain unchanged since our previous review of the
transaction (see "Ratings Assigned To Bayport Securitisation (RF)'s Class A
BAYA68U, BAYA69, BAYA70, And BAYA71 South African ABS Notes," published on
July 2, 2018).
Our worst-case pool assumption only considers consumer loans because the
cellular loans were discontinued in March 2015 and make up an insignificant
portion of the current pool balance of about 1.8% based on the January 2019
investor report (compared with 2.2% a year ago). The performance of the
cellular loans is comparable with consumer loans.
Operational Risk
We consider the risk related to the servicer to be mitigated at the rating
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level assigned to the notes in line with our criteria (see "Global Framework
For Assessing Operational Risk In Structured Finance Transactions," published
on Oct. 9, 2014). In our view, severity risk (the effect of servicer
disruption) is moderate, and portability risk (the inability to replace the
servicer) is high. Considering the securitized product, the key transaction
party in this transaction, and the availability of the warm back-up
servicer--Transaction Capital Recoveries Proprietary Ltd. (formerly known as
MBD Credit Solutions [PTY] Ltd.)--since closing, the operational risk
constrains the maximum potential ratings achievable for the notes at a global
scale 'A+' level (corresponding to the national level of 'zaAAA').
Cash Flow Analysis
Our cash flow model reflects our assessment of the transaction's payment
structure and our credit and cash flow assumptions, including the issuance of
the additional class A notes on April 1, 2019, and the refinancing of the
existing class A BAYA45, BAYA51, BAYA52, and BAYA59 notes that were repaid on
the same date. We applied our "Global Framework For Cash Flow Analysis Of
Structured Finance Securities" criteria, published on Oct. 9, 2014, to the
cash flow stresses at each rating level. The class A BAYA72 notes are
fixed-rate bullet notes with their legal final maturity date in March 2026.
The class A BAYA73 notes are floating-rate amortizing notes with their legal
final maturity date in March 2022. Our cash flow analysis considered the
transaction's structural features, including the credit enhancement the
available cash and performing balance provides.
Our analysis indicates that the available credit enhancement for the
outstanding rated class A notes is sufficient to mitigate the credit and cash
flow risks at the 'zaAAA' rating level, corresponding to the global 'BB+ (sf)'
rating. A higher rating outcome based on our cash flow runs results from the
lower default base-case assumption.
Counterparty Risk
We have analyzed the transaction's exposure to counterparty risk in accordance
with our current counterparty criteria (see "Counterparty Risk Framework:
Methodology And Assumptions," published on March 8, 2019).
The transaction is exposed to the credit risk of Standard Bank of South Africa
Ltd. acting as the transaction bank account provider. We consider that the
transaction documents adequately mitigate this risk at the 'zaAAA' rating
level in line with our current counterparty criteria.
The transaction is also exposed to the servicer in relation to commingling
risk. The servicer is an unrated entity. We model commingling risk as a
liquidity stress, given the strong structural features aimed at limiting
commingling risk exposure.
Legal Risk
We consider the issuer to be bankruptcy remote, in line with our legal
criteria (see "Structured Finance: Asset Isolation And Special-Purpose Entity
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Methodology," published on March 29, 2017). We have received legal information
that provides assurance that the sale of the assets would survive the seller's
insolvency.
Rating Stability
Under our scenario analysis, we ran two stress scenarios and assessed the
transaction's performance. The results of our scenario analysis are
commensurate with our credit stability criteria (see "Methodology: Credit
Stability Criteria," published on May 3, 2010). In addition, our ratings on
the class A notes address frequent changes in the capital structure, thereby
maintaining rating stability.
Sovereign Risk
Under our structured finance ratings above the sovereign criteria, we treat
the type of collateral being securitized (South African unsecured consumer
loans) as having moderate sensitivity to the South African sovereign risk (see
"Incorporating Sovereign Risk In Rating Structured Finance Securities:
Methodology And Assumptions," published on Jan. 30, 2019).
In addition, to account for the severe level of economic stress we expect to
accompany a sovereign default, when rating above sovereign, in line with our
sovereign risk criteria, we also assessed whether the notes can withstand a
sovereign default stress.
We used our standard 'A' run (on a global-scale rating) to replicate the
impact of the sovereign default scenario. The transaction does not pass our
sovereign default stress; therefore the ratings on the notes are constrained
to the sovereign rating level.
Our ultimate rating applied in the transaction is derived from the application
of our criteria. It is the lower of (i) the rating as capped by our sovereign
risk criteria, (ii) the rating as capped by our counterparty criteria, or
(iii) the rating that the class of notes can attain under our global
asset-backed securities (ABS) criteria.
When we apply our stresses under our global ABS criteria, the class A notes
are able to withstand up to a 'zaAAA (sf)' rating scenario. However, in this
transaction, our ratings on the class A notes are constrained at 'zaAA+ (sf)'
by our sovereign risk criteria. As such, we have assigned our long-term 'zaAA+
(sf)' rating to the new class A notes, and we affirmed our 'zaAA+ (sf)'
ratings on the existing class A notes.

RELATED CRITERIA
• Criteria | Structured Finance | General: Counterparty Risk Framework:
Methodology And Assumptions, March 8, 2019
• Criteria | Structured Finance | General: Incorporating Sovereign Risk In
Rating Structured Finance Securities: Methodology And Assumptions, Jan.

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT

APRIL 1, 2019 4

Ratings Assigned To Bayport Securitisation (RF)'s Class A BAYA72 And BAYA73 South African ABS Notes

30, 2019
• General Criteria: Methodology For National And Regional Scale Credit
Ratings, June 25, 2018
• Legal Criteria: Structured Finance: Asset Isolation And Special-Purpose
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Class

Rating

Class A (BAYA72)
Class A (BAYA73)

zaAA+ (sf)
zaAA+ (sf)

Amount
(mil. ZAR)
225.0
412.0

Ratings Affirmed
Class
Class
Class
Class
Class
Class
Class
Class
Class
Class
Class
Class
Class
Class
Class
Class

A
A
A
A
A
A
A
A
A
A
A
A
A
A
A

Rating
zaAA+ (sf)
zaAA+ (sf)
zaAA+ (sf)
zaAA+ (sf)
zaAA+ (sf)
zaAA+ (sf)
zaAA+ (sf)
zaAA+ (sf)
zaAA+ (sf)
zaAA+ (sf)
zaAA+ (sf)
zaAA+ (sf)
zaAA+ (sf)
zaAA+ (sf)
zaAA+ (sf)

(BAYA54)
(BAYA57)
(BAYA58)
(BAYA60)
(BAYA61)
(BAYA62)
(BAYA63)
(BAYA64)
(BAYA65)
(BAYA66)
(BAYA67)
(BAYA68U)
(BAYA69)
(BAYA70)
(BAYA71)

Ratings Discontinued
Class
Class
Class
Class
Class

A
A
A
A

(BAYA45)
(BAYA51)
(BAYA52)
(BAYA59)

Rating
To
NR
NR
NR
NR

From
zaAA+
zaAA+
zaAA+
zaAA+

(sf)
(sf)
(sf)
(sf)

NR--Not rated.

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT

APRIL 1, 2019 6

Copyright © 2019 by Standard & Poor’s Financial Services LLC. All rights reserved.
No content (including ratings, credit-related analyses and data, valuations, model, software or other application or output therefrom) or any part thereof (Content) may be
modified, reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the prior written permission of
Standard & Poor’s Financial Services LLC or its affiliates (collectively, S&P). The Content shall not be used for any unlawful or unauthorized purposes. S&P and any third-party
providers, as well as their directors, officers, shareholders, employees or agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or
availability of the Content. S&P Parties are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, for the results obtained from the use
of the Content, or for the security or maintenance of any data input by the user. The Content is provided on an “as is” basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS
OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM
FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT’S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY
SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive,
special or consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs or losses caused by
negligence) in connection with any use of the Content even if advised of the possibility of such damages.
Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and not statements of fact.
S&P’s opinions, analyses and rating acknowledgment decisions (described below) are not recommendations to purchase, hold, or sell any securities or to make any
investment decisions, and do not address the suitability of any security. S&P assumes no obligation to update the Content following publication in any form or format. The
Content should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or clients when making
investment and other business decisions. S&P does not act as a fiduciary or an investment advisor except where registered as such. While S&P has obtained information from
sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of due diligence or independent verification of any information it receives. Ratingrelated publications may be published for a variety of reasons that are not necessarily dependent on action by rating committees, including, but not limited to, the publication
of a periodic update on a credit rating and related analyses.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain regulatory purposes, S&P
reserves the right to assign, withdraw or suspend such acknowledgment at any time and in its sole discretion. S&P Parties disclaim any duty whatsoever arising out of the
assignment, withdrawal or suspension of an acknowledgment as well as any liability for any damage alleged to have been suffered on account thereof.
S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective activities. As a result,
certain business units of S&P may have information that is not available to other S&P business units. S&P has established policies and procedures to maintain the
confidentiality of certain non-public information received in connection with each analytical process.
S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors. S&P reserves the right to disseminate
its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites, www.standardandpoors.com (free of charge), and www.ratingsdirect.com
(subscription), and may be distributed through other means, including via S&P publications and third-party redistributors. Additional information about our ratings fees is
available at www.standardandpoors.com/usratingsfees.
STANDARD & POOR’S, S&P and RATINGSDIRECT are registered trademarks of Standard & Poor’s Financial Services LLC.

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT

APRIL 1, 2019 7

