
Doors opened at the Fontainebleau Miami Beach
on Sunday for the annual ABS East conference, 
kicking off what is expected to be the biggest year 
for the event to date, as deal making takes center 
stage and sponsors get ready to pitch a wave of 
issuance to yield hungry investors. 

ABS East, celebrating its 25th year in 2019, is 
expected to draw around 5,200 attendees, a jump 
of about 400 compared to last year, according to 
conference organizer IMN. The talk leading up to 
the conference centered squarely on the expecta-
tion that deal flow in the last quarter of the year is 
set to accelerate as renewed central bank easing 
draws more and more issuers to market. 

“The market is expanding. I would say that the 
part everyone will be focused on will be CLOs, 
which are always a hot topic, but also anything es-
oteric, any product that offers investors yield,” a 

portfolio manager told GlobalCapital in the week
leading up to the event. “I think the investment 
bank and broker dealer community is aware of 
that and they want to get in front of [attendees] 
that are going to be bringing that supply.”

Typical for the week leading up to a big industry 
conference, issuers 

Market participants are turning to deals with 
tighter documentation and stricter lending 
requirements as a downturn nears, with the 
non-traditional lending sector set to play a larger 
role in the securitization market once the slow-
down hits.

“I think planning for a recession for a lender 
or an investor is really no different than it has 
always been in terms of solid underwriting and 
due diligence,” said Kevin Gibbons, managing di-
rector of Amherst Pierpoint Securities on a panel 
Sunday afternoon.

Loans highlighted as being particularly at 
risk during a down turn include transitional real 
estate loans, deep subprime auto loans and so-
called “fix and flip” mortgage loans.

“I could see that losses could be higher than 
people are expecting and underwriting because 
of the fact that they are one step removed [from 
the issuer],” said Gibbons. “We are all structured 
credit lenders. If we are doing things the right 
way you get all your money back. But there are a 
host of risks embedded in there.”

“There is a demand out there for some of these 
distressed “fix and 
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High flying securitization 
market draws record  
crowd to ABS East 

ABS investors on the lookout for  
opportunities in next recession

EU regulation 
delays threaten 
$50bn in  
UCITS funds
Around $50 bn of ABS may be trapped in under-
takings for the collective investment in transfera-
ble securities (UCITS) funds across Europe, unable 
to be put to work if US securitizations are deemed 
uncompliant with European Union regulation.

UCITS funds in Europe account for around $3tr 
worth of investment, around $500bn of which 
is denominated in dollars. According to market 
participants, approximately 10% of these are 
invested in ABS deals which are currently held 
in regulatory uncertainty due to delays around 
European legislation.

“It is a big change for us,” said Kyra Fecteau, 
vice president and investment strategist at 
Loomis, Sayles & Company. “It makes the under-
standing of US deals marketed to European inves-
tors subject to a lot of interpretation, and frankly, 
pretty confusing.”

The European standardisation criteria for 
securitization, called the ‘simple, transparent and 
standardized’ (STS) regulatory framework, came 
into place on January 1 of this year, and allowed 
all deals issued before 2019 to be grandfathered 
into the regime.

One clause in the new regime outlined UCITS 
funds as falling under the discretion of the new 
framework. But uncertainty around the new 
regulation is preventing fund managers from cir-
cumventing EU regulation and selling US deals to 
European investors.

UCITS fund providers who meet the standards 
are usually exempt from national regulation in 
individual European countries, but the new STS 
regulation standardized compliance across all EU 
countries, challenging the viability of UCITS funds 
as an investment vehicle in the continent.

“UCITS are in a place 
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AGENDA 3
7:00 AM

Walkers wellness: bootcamp
8:00 AM 

• Delegate Registration Opens and Breakfast
9:00 AM 

Fixed Income Investor Network and IMN welcoming remarks
• Jade Friedensohn, Managing Director, IMN
• Dave Blide, Managing Director, Fixed Income Investor Network
• Alessandro Pagani, ÐVice President, Portfolio Manager, Head of 

Mortgage and Structured Finance; Chairman, FIIN, Loomis, Sayles 
& Company, L.P.

9:10 AM 
Celebrating 25 Years of ABS East and looking towards the 
future for the US securitization market
• What are the big structural changes in the market and how will they 

define what the market will look like in 2029, for example?
• How will the traditional roles change for broker dealers/credit sales 

professionals given the impact of technology such as electronic 
trading and increasing reliance on Artificial Intelligence?

• Will the fixed income market follow in the footsteps of how the 
equity market in terms of total automation of trading and pricing? 
What can fixed income learn from the equity markets?

• Transparency and transaction cost analysis by investors: becoming 
just as important as your daily dose of cardio

• Anticipating Fed rate volatility: given much of ABS is floating rate 
product, are there opportunities to be had for those who can predict 
the unpredictable?

• Trading 3.0: how AI and other technologies will become embedded 
in a competitive trading desk

10:00 AM 
Keynote presentation: question time with Mohamed El - Erian
• Submit questions via Slido.com or the Slido App, using code #ABS 

and select the ‘Keynote’ option. 
10:40 AM 

Navigating the global LIBOR crossroads
• Is LIBOR Expiration the Next Y2K? How prepared is the market for 

the end of LIBOR? What do you need to do?
• What is the status of SOFR in the U.S.? SONIA in the U.K? ESTER 

in Europe?
• Public Sector View: What does the government expect from LIBOR 

users?
• Private Sector View: What are financial institutions doing to get 

ready?
• What’s next for ARRC: The plan for 2020 (and beyond!)
11:30 AM 

Refreshment
12:00 PM TRACK A 

Testing the foundation for cracks: are concerns over loan/
credit quality valid, or is the clo market built on solid ground?
• How alarming is current credit quality, will it ignite the next major 

recession as recently touted or unnecessary scapegoating?
• Is the proliferation of cov-lite structures concerning, or simply 

misunderstood? How will these loans behave in a recession?
• The bearish and bullish view on the risks inherent in the leveraged 

loan market in the near future
12:00 PM TRACK B 

The role of ABS in encouraging sustainable investment and 
ESG goals
• Defining and quantifying the market – definitions of ESG, criteria 

and size of the market
• Understanding the investor perspective
• Are third party designations important when looking at ESG 

investments?
• How can investors track use of proceeds in ESG securitizations?
• The rating agency perspective – what is their role in defining and 

setting parameters?
• What concerns do the rating agencies have that investors should be 

aware of when considering ESG investments?
• Is a global standard emerging for evaluating these investments?
• What is the future of ESG in the securitization market?
12:00 PM TRACK C 

Agency RMBS update: GSE reform, QM patch expiration
• Outlook for GSE reform under new leadership
• Are the GSE’s still casting too large of a shadow for PLS RMBS and 

CMBS to come back to pre-crisis (‘04-’06) volume and product array?
• Will the eventual expiration of the non-QM patch even the playing 

field for private label originators?
12:00 PM TRACK D 

ABS liquidity: The traders’ panel
• Assessing the Impact of TRACE, declining dealer inventories and 

disappearing benchmarks
• If SWAP spreads are the basis for trading, what will serve as the 

new benchmark with the disappearance of LIBOR?
• Will we trade against treasuries, and will this represent an increase 

in spread volatility?
12:50 PM 

Delegate Luncheon
2:00 PM TRACK A 

Reading Between the Headlines: Addressing the Latest CLO 
and Leveraged Loan Market News
• Overview of the 2018/19 headlines: Researcher versus reporter 
• Evaluation of the loan market liquidity and record outflow from 

mutual funds: Where do the industry sectors fall on the battlefield of 
the $1.4 trillion loan market 

2:00 PM TRACK B 
Using Trade as a Weapon: What ABS Sectors Could be Most 
Affected?
• The administration has shown increased willingness to use trade 

as a means of tough negotiation with Europe, Canada, Mexico and 
China. What ABS sectors will be most impacted by using trade as 
a weapon?

2:00 PM TRACK C 
Non-QM RMBS Market Outlook: Promising Signs of Life for 
Private Label Issuance
• Defining non-QM: profiling the borrower and the credits 
• Did the RMBS structure truly improve post crisis if investor appetite 

has been anemic to this point?
• How are investors viewing the non-QM space in terms of 

opportunity and spreads?
• What is the anticipated near and medium term growth outlook? Is 

this the second coming of PLS RMBS?
• Profiling the most prolific and up and coming issuers
• Separating non-QM from subprime or the Alt-A moniker: key 

differences in FICO scores, LTV, mortgage lending rules, originator 
risk retention

• What more needs to be done to grow the investor base?
• What is the timeline for the QM patch expiration and what effect 

will this have on the ability of the private originator to expand its 
borrower base?

2:00 PM TRACK D 
The Pricing Debate: Is the Market Pricing Risk Appropriately 
or Are We in a Race to the Bottom for Yield?
• What does a downturn in the credit cycle mean for ABS?
• How does risk get repriced during a down turn?
• Why is ABS stronger than traditional corporate credit?
• How does this affect the various sub sectors within ABS?
• How can an ABS investor/ PM hedge against systemic credit 

underpricing?
2:50 PM TRACK A 

Deciphering Emerging CLO Structures
• The new ‘mascot’ feature received negative press. What are the 

facts vs. fiction regarding this and other new features emerging?
• How prevalent is it going to be, how well utilized? Is it just for 

lesser-known managers? What is the tradability of the mascot?
• Bond – loan hybrid deals: a solution to the drying up of loan 

collateral? What is investor appetite for non-Volker compliant 
collateralized credit opportunities?

• Stress CLOs: Are we seeing an increased issuance in CCC deals?
• How are these structures different than the much-maligned CDO?
2:50 PM TRACK B 

Readying your asset allocation strategy for the next down turn
• How are people thinking about a downturn? How are they shifting 

their allocation strategy in terms of asset mix? CLOs, aviation, 
legacy residential

• The impact of buyer base depth and diversity on bond value and 
liquidity:

• In the case of legacy residential loans: should we be concerned 
about one buyer holding a large pool of residential legacy loans in 
the event of a redemption? What does this do to bond value? To 
liquidity?

• Are certain sectors inherently more prone to value and liquidity risk 
due to a less diverse buyer base, i.e. AAA CLOs?

2:50 PM TRACK C 
The flight to whole loan trading
• Are investors voting with their feet by flocking to the whole loan 

market vs. RMBS?
• Did the RMBS structure truly improve post crisis if investor appetite 

is less and less?
• What are investors finding more appealing about purchasing whole 

loan portfolios? Is it the improved transparency? The ability to place 
their own servicer?

• Are whole loans liquid? By taking whole loans and putting them by 
the billions into a mutual fund, are they truly liquid? Are we trading 
off lack of control and potential credit risk for increased liquidity risk?

• Is the investor flight to whole loan purchases a sign they have given 
up on PLS RMBS? Will the lack of legacy RMBS to purchase further 
fuel flight to the whole loan market?

2:50 PM TRACK D 
Investing in transportation assets: shipping/container and 
aviation
• Shipping and container ABS: will this largely remain a private 

market?
• What do investors find favorable about the recent aviation deals 

brought to the capital markets?
• eNotes: Understanding investor rationale and issuer alignment for 

large equity stakes bought by PE firms; are the equity investors 
earning their keep or just taking unfair advantage?

• Overarching sector fundamentals: outlook for supply and demand of 
aircraft, OEM and aircraft placement, and the impact of the Boeing 
737 Max recall

3:40 PM 
Refreshment break
4:10 PM TRACK A 

CLO investor panel: getting the most out of CLOs in a rate 
cutting environment
• What is the current relative value of the CLO investment versus 

other competing fixed income products such as investment grade 
corporate credits, high yield mezz?

• Differentiate liquidity profiles among the various tranches of the CLOs
• How does the inverted yield curve impact investor appetite for CLO 

paper?
• Choosing where to invest in the capital stack: the debt versus equity 

viewpoint
4:10 PM TRACK B 

The necessary evolution of asset management
• Given asset management fees are down, are there technological 

solutions that can achieve greater efficiency, reduced cost, and 
improved performance?

• Where does Big Data and AI intersect with the asset management 
world, and how far off are we from widespread implementation?

• What are the most onerous risks for asset managers who fail to 
adapt to a changing paradigm?

4:10 PM TRACK C 
Green is the new black: the rise in popularity of the green bond 
label
• Should issuers bother to attain a ‘green’ label? Is it worth it?
• What is the process for obtaining the label?
• Is there a single, accepted set of green standards emerging globally 

across fixed income asset classes?
• What are the challenges specific to Structured Finance which 

impact obtaining green labels?
• Joseph Lau, Managing Director & Chief Operating Officer, Lord 

Capital LLC (Moderator)
• Hector Herrera, Head of Business Development for Strategic and 

Conventional Sales, BNY Mellon
• Amy Hauter, Portfolio Manager, Brown Advisory
• Roelof Slump, Managing Director, Fitch Ratings
• Alexandra Cooley, Chief Operating Officer & Co-Founder, 

Greenworks Lending
4:10 PM TRACK D 

Relative value of agency CMBS vs. bank conduit CMBS
• The multi-family CMBS market has seen a lot of new activity and 

growth.
• What is the implication for the conduit space? Is this the main 

reason why the traditional bank conduit is being displaced?
• What impact might GSE reform have in terms of shrinking Agency 

CMBS going forward in the multi-family market?
• What type of credit risk is being taken by the GSEs?
• Review of trends in underwriting
• Is this engine of growth largely fueled by the CRT market?
5:00 PM 

Keynote fireside chat: US/China trade and currency tensions: 
reality, fallout and macroeconomic implications
• Max Adams, Global Securitization Editor, GlobalCapital (Moderator)
• Mark Sobel, US Chairman, Official Monetary and Financial 

Institutions Forum (OMFIF)
5:00 PM TRACK C 

Esoteric ABS cocktail reception
• Located in Splash 11 (Track C) 5-6PM
5:30 PM 

Day two of the ABS East Conference Concludes
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where we find it difficult to put risk on and are 
really in wind-down mode,” said Fecteau.

The European Securitisation Regulation 
stipulates that “where [UCITS] are exposed 
to a securitisation that no longer meets the 
requirements provided for in the [Securitisation 
Regulation], they shall, in the best interest of 
the investors in the relevant UCITS, act and 
take corrective action”.

A UCITS fund is expected to be able to pur-
chase non-compliant securitizations that were 
issued before January 1, 2019, but cannot pur-
chase non-compliant securitizations issued after 
the January implementation date.

If a formerly compliant securitization ceases 
to be compliant after January 1 2019, then the 
UCITS fund will be obliged to consider “cor-
rective action”. This can include fines and even 
implies potential jail time, according to the pro-
vided deal documentation.

Managers are left uncertain as to whether 
current issuance will be compliant because 
not all of the regulatory standards have been 
finalized. The standards scheduled to clarify any 
ambiguity were delayed at the start of 2019, 
and further pushed back when a new European 
Parliament was elected in May.

Michael Mazzuchi, partner at Cleary Gottlieb, 
called the market separation an “unfortunate 
split” and said that such developments could 
market the “death knell” of integrated reporting 
requirements across the ABS market. GC

ABS East jumps to 5,200 as 
market gathers momentum 

fl ip” loans,” said Andy Pollock, senior relation-
ships manager of enterprise sales at Radian, citing 
lending practices that were putting certain inves-
tors on edge. “There are more fall-back positions 
than we ever thought were available before.”

Some market participants were excited about 
the opportunities presented by a recession and re-
mained confi dent that opportunity would remain 
for lenders even if the investor base is diminished 
during the next downturn.

“We think that even smart investors don’t re-
alise the liquidity premium they pay, it doesn’t 
make sense to us,” said Michael Weisz, founder 
and president of Yieldstreet.

Weisz said that fear-based decision making and li-
quidity issues create value opportunities for certain 
investors and lenders who can benefi t in a downturn.

“Yes, there is going to be a subset of inves-
tors that leave the market because of what they 
are willing to spend, but that is what I’m excited 
about,” said Weisz. “Today we have 200,000 users 
– hopefully by then we will have fi ve to ten times 
that value. If 50% are gone, great, if 80% or 90% are 
gone we still have an enormous capital base.”

When asked about pricing risk, Brian Herr, 
chief investment offi cer and co-head of structured 
credit and asset fi nance at Medalist Partners said 
his fi rm is looking for securitization deal docu-
mentation with tighter covenants as a slowdown 
approaches.

“We look for assets where we have a greater 
degree of control,” said Herr. “For us it is one or 
two-year type loans; high singles, low double digit 
note rates and [less than] 65% LTV ratio. Outside 
of that, we don’t really touch it.”

Medalist Partners has also has set up a program 
to start funding charged-off loans in anticipation 
of defaults.

“It may draw down zero, it may draw the entire 
facility, but at least we are set up in a way where, 
should that impending recession hit, I think we 
are set up to draw capital and put money to work 
under stressed levels,” said Herr.

Valerie Kay, senior vice president of institu-
tional business at Lending Club said that more 
and more investors are “trying to go beyond the 
banks to obtain capital in these times,” a market 
dynamic set to increase during the next downturn 
as traditional lenders continue to give ground to 
the non-bank sector.

“Some of these bespoke and esoteric markets I 
don’t think will continue to be bespoke and esoter-
ic on a go forward basis,” said Herr. GC

Investors lay groundwork for recession opportunities

fl ooded the pipeline with deals be-
fore touching down in Miami, pric-
ing 12 transactions in just the fi rst 
three days of last week to bring 
year to date volume of ABS beyond 
what was seen in the same period 
of 2018. Esoteric deals have been 
the highlight as another round 
of rate cuts pushes investors into 
the far corners of the market look-
ing for yield. A deal from disaster 
clean up franchise Servpro and a 
small ticket equipment deal from 
Hewlett Packard were heavily 
oversubscribed by investors. 

“I attribute the record-breaking 
attendance to a robust issuance 
pipeline, and strong investor de-
mand for quality paper,” said IMN 
managing director Jade Frieden-
sohn. “Thanks to the partnership 
with the buy side group FIIN, 
and the support of the investment 
banking community, ABS East is 
the place where issuers know they 
can go to get deals done.”

On top of the usual deal mak-
ing and networking, attendees 
can expect heavy discussion of a 
topic that is always top of mind at 
the conference but has seen little 
forward momentum until this year 
– the reform of the government 

sponsored enterprises, and the 
end of Fannie Mae and Freddie 
Mac’s conservatorship. 

The Trump administration re-
leased its reform package from the 
Treasury this month, and a Senate 
Banking Committee hearing the 
following week shed more light 
on the plan to shrink the footprint 
of Fannie and Freddie. Attendees 
involved in the private label MBS 
space will be listening carefully on 
what that means for their business-
es and how private lenders plan to 
grow the market beyond the mix of 
jumbo, non-prime and non-QM se-
curitizations that have mostly been 
seen to date. Panels on the end of 
the QM-patch, GSE reform propos-
als and the state of private label 
mortgage bond issuance will take 
place over the three days. 

The head scratcher for many 
at the event this year will be the 
phase out of Libor as a reference 
rate at the end of 2021. The week 
leading up to ABS East saw cha-
os in the repo markets that drove 
a jump in Sofr – the replacement 
rate for dollar Libor – from 2.25% to 
5.25% overnight. That kind of vola-
tility led to a wave of commentary 
suggesting that Sofr is not ready 
to stand in as the replacement 

benchmark, and that there is still 
a great deal of work to be done to 
replace an unsecured term rate 
with a secured overnight rate. The 
Loan Syndications and Trading 
Association will host a number 
of panels throughout the confer-
ence briefi ng market players on 
Sofr and how to deal with Libor 
replacement language in deal doc-
umentation. 

Keynotes lined up for the con-
ference this year include a Q&A 
session on Monday morning with 
Mohamed El-Erian, chief econom-
ic advisor at Allianz. Attendees 
can submit questions live or ahead 
of the talk via Slido.com. Also on 
Monday, Mark Sobel, US chairman 
of the Offi cial Monetary and Finan-
cial Institutions Forum, will give a 
talk on US-China trade wars and 
their effect on the macro environ-
ment. 

The 25th anniversary of the 
conference will also see the 
launch of IMN’s Women in 
Thought Leadership initiative. A 
breakfast on Tuesday morning 
will kick off the forum, followed 
by a panel of women in securiti-
zation moderated by Amanda 
Pullinger, CEO of 100 Women in 
Finance.  GC
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For sponsorship opportunities, contact Chris Keeping at 

ckeeping@imn.org or 212-901-0533

April 30 | New York City

IMN’s Investors’ Conference on Non-QM ABS will focus on the 

evolution of this promising asset class by offering an event designed 

for investors and focused on securitization as a funding tool.

This event will help investors to better understand the risk 

profile of these securities, and Non-QM lenders will benefit from 

greater understanding of the relative value of ABS Technology as 

a financing channel.
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EU uncertainty 
leaves $50bn of 
ABS in limbo

ABS Miami DAY 1 2019.indd   4 23/09/2019   00:17



www.imn.org/nonqmabs
For sponsorship opportunities, contact Chris Keeping at 

ckeeping@imn.org or 212-901-0533

April 30 | New York City

IMN’s Investors’ Conference on Non-QM ABS will focus on the 

evolution of this promising asset class by offering an event designed 

for investors and focused on securitization as a funding tool.

This event will help investors to better understand the risk 

profile of these securities, and Non-QM lenders will benefit from 

greater understanding of the relative value of ABS Technology as 

a financing channel.

INVESTORS’ CONFERENCE ON

Non-QM ABS

LEAD SPONSOR:

ABS Miami DAY 1 2019.indd   5 23/09/2019   00:17



6 NEWSGC
MIAMI EDITION MONDAY SEPTEMBER 23, 2019

07045_AG_9p25x11_m2f.indd
9-9-2019 3:42 PM Timothy.Cozzi / Charlie Katz

1

Job
Client
Media Type
Live
Trim
Bleed
Pubs

07045
Assured Guaranty
Color Magazine
8.25” x 10”
9.25” x 11”
None
ABS Global

Job info

None

Notes

Art Director
Copywriter
Account Mgr
Studio Artist
Proofreader

EB
Gate
NK
TMC
LS

Approvals

Fonts
News Gothic MT Pro (Regular), Minion Pro 
(Regular), Bell Gothic (Bold), News Gothic 
MT (Regular)

Images
ManOfficePrf_4c133LS.tif (CMYK; 374 ppi; 
80.13%), AG_Logo_CMYK_2012.eps (53.89%), 
StockSYmbol.eps (36.26%)

Inks
 Cyan,  Magenta,  Yellow,  Black

Fonts & Images 

Saved at Nonefrom MS-208-Moj-Tim by Printed At

S:8.25”

S:10”

T:9.25”

T:11”

ASSURED GUARANTY CORP.

ASSURED GUARANTY MUNICIPAL
A

ss
u
re

d
 G

u
ar

an
ty

 L
td

. (
N

Y
S

E
:A

G
O

)

London, United Kingdom
Nicholas Proud
Senior Managing Director, International
Assured Guaranty (Europe) plc
Assured Guaranty Finance Overseas Ltd.
+44 0 20 7562 1910
nproud@agltd.com

Je�rey Farron
Director, Structured Finance
Assured Guaranty Corp.
+1 212 261 5565
jfarron@agltd.com

ASSURED GUARANTY CORP. | NEW YORK, NY

 
FOR DECADES, WE’VE QUIETLY CRAFTED CAPITAL MANAGEMENT

AND STRUCTURED FINANCE SOLUTIONS WITH OUR CLIENTS.

Why do banks, insurance companies and other financial institutions turn to  
Assured Guaranty to help them achieve more efficient capital management and  
structured finance solutions? The answer is simple. We work alongside them 
to tailor applications of  financial guarantees and other risk transfer methods to  
their unique circumstances. What are your challenges? We may have the ideas  
and financial resources you’re looking for. Please contact us to find out how we  
can help. More at AssuredGuaranty.com/solutions.

Market participants are taking a closer look at 
emerging asset classes with large capital needs 
not yet serviced by securitization, particularly oil 
and gas royalties, said panelists speaking at day 
one of ABS East.

Although oil and gas royalty securitizations 
have been active in emerging markets like Latin 
America and the Middle East, the asset class has 
been dormant in the US, panelists said, but cir-
cumstances have shifted as of late. Small oil and 
gas operators as well as private equity funds are 
looking to tap the ABS market as reserve based 
lending (RBL) facilities they traditionally relied on 
in the high yield market or the equity market have 
largely dried up. Securitizations backed by proven 
developed and producing (PDP) reserves may sur-
face as soon as this year.  

“[Oil and gas royalties] match up well with se-
curitization fundamentals,” said Gregory Kabance, 
managing director at Fitch Ratings. “There’s a real 
unleashing of value there for capital markets or 
traditional insurance companies because you’re 
looking at 10 years, maybe five years of steady 
stream of cash flows that line up very well with 
bond financing. The stars are really aligning in 
some way.”

Fitch Ratings has been working on bringing to-
gether knowledge from players across the market, 
from structured and corporate finance to energy fi-
nance, Kabance added, to create a comprehensive 
rating analysis of oil and gas royalties. Earlier in 

February, Fitch published a report on the outlook 
of oil and gas royalties, saying that it was working 
on improving its framework for oil and gas royal-
ties.

“Revenues generated from PDP volumes are 
proving to be stable sources of cash flow,” Fitch 
said in the report. “That coupled with very predict-
able depletion rates on diversified portfolios aligns 
oil and gas royalties with securitization fundamen-
tals.” The rating agency had said it expects oil and 
gas royalties to gain traction in 2019.

Ratings Fitch would assign to an oil and gas 
transaction would be somewhere between a sin-
gle-A and triple-B, taking into consideration the 
operational risks, the February report said.

“You’re not dealing with a traditional, passive as-
set. Unlike credit cards or mortgage, the oil doesn’t 
exist until people who do the drilling extract it out 
of the ground. It may be a minor risk but [results 
in the asset class having] limitations in achieving 
a high rating,” Kabance told GlobalCapital. Some 
other risks include the operator going bankrupt, 
oil production not being as high as expected and 
oil price volatility.

“There are lots of different groups within this 
area starting to investigate, ‘how do you go about 
putting [oil and gas royalties ABS] together and 
what kind of analysis is needed – we’re seeing 
that across the platform,” said Tricia San Cristo-
bal, chief product officer at T-REX, pointing to the 
growing interest she has seen in the asset class.

On top of oil and gas securitizations, modera-

tor Jeffrey Stern, co-chair of structured finance 
at Winston & Strawn LLP, said he has noticed a 
theme of hybrid structures on the rise in the natu-
ral resources market, including helium, rare min-
erals, or the use of PACE for water infrastructure. 

Another asset class that came under the spot-
light is whole business securitization. This year’s 
new issue volume in the sector has already sur-
passed that of 2018, with 10 deals adding up to 
$7.365m, according to Finsight. Throughout all of 
last year, the market saw 10 whole business deals 
totaling $6,095m. 

“Whole business securitizations have been 
around before pre-crisis,” said Robert Sannican-
dro, managing director at Deutsche Bank. “[The 
sector] has validated that the structure of those 
deals can go through a crisis, traded off and came 
back,”

On the contrary, some panelists questioned the 
reliability of certain deals within whole business 
ABS, particularly those that are in the non-restau-
rant franchise category. For example, niche deals 
like MassageEnvy tends to carry more risk, espe-
cially since the corporate parent faces headline 
risks around sexual harassment allegations. On 
the other hand, Wendy’s may go bankrupt, but the 
replaceability of the management makes the fran-
chise more likely to be able to reorganize itself, 
said Stacey Schacter, chief executive officer at Vion 
Investments. 

“The word whole business is a bit of an oxymo-
ron when it comes to securitization,” said Kabance. 
“You’re securitizing the entire business and tech-
nically a securitization is taking a set of assets and 
trying to remove that risk. There’s a bit of arbi-
trage in that space.”

Apart from oil and gas royalties and whole busi-
ness securitizations, the audience suggested a 
number of different emerging esoteric ABS they 
expect to see emerge as well, including electric 
vehicle battery lease, agricultural real estate and 
sports contracts. GC

Esoteric ABS spotlight shines  
on oil and gas royalties
Jennifer Kang

Fitch’s Gregory Kabance
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S&P Global Ratings this month downgraded four 
class ‘E’ notes of recent subprime auto deals is-
sued by Consumer Portfolio Services from 2016 
and 2017. Deutsche Bank analysts said this week 
that the move might imply the rating agency is 
growing more cautious on the sector, signaling 
that downgrade and default risks for subprime 
auto ABS are on the rise as the cycle turns.

S&P downgraded subordinated tranches of CPS 
2016-B, 2016-D and 2017-A to a B+ rating from BB- 
after having been placed on watch downgrade in 
June. Losses in these tranches have been higher 
than expected at their current pool amortisation 
levels, S&P analysts wrote, and delinquencies 
have continued to rise. The transactions are also 
not sufficiently meeting target levels of overcol-
lateralisation, S&P analysts added.

“We think this could indicate a shift in how the 
rating agency looks at subprime auto bonds that 
might be [on the cusp] with respect to loss cover-
age multiples at current rating levels,” Deutsche 
analysts Kayvan Darouian and My Bui wrote in 
a report this week. “Rising credit enhancement 
on its own may not be sufficient to maintain rat-
ings, if performance is weaker than expected and 
the rate of deleveraging within the transaction is 
slower than what the rating agency wants to see.”

Of particular interest is that CPS securitiza-
tions have always had a “long-running trend” 

of not reaching overcollateralisation levels, yet 
that has not resulted in a downgrade until now, 
Darouian noted. Aside from seasonal weakening 
and some uptick in losses, none of these deals 
look like they are in any real danger of losing 
principal, he added.

“Although we expect further deleveraging in 
the coming months, because these are the most 
subordinate classes and actual O/C amounts are 
expected to continue to decrease, deleveraging 
is expected to occur slowly,” the ratings analysts 
wrote in the surveillance report.

S&P auto ABS analysts could not be reached for 
further comment by press time.

“Those downgrades were well telegraphed and 
I don’t think that surprised anyone,” said Clayton 
Triick, a fixed income senior portfolio manager at 
Angel Oak Capital Advisors. Angel Oak is choos-
ing to stay up in credit and lightweight with ABS 
investments as the cycle turns, particularly with 
sectors like subprime auto.

Alongside the downgrades, S&P also revised 
its expected lifetime cumulative net losses (CNL) 
for the deals. For example, the CNL for CPS 2016-B 
increased from 17%-18% to 21%-21.5%. CPS 2016-C 
saw a more dramatic adjustment, from 16.75%-
17.75% to 20%-20.5%.

The downgrade may have been driven by other 
“secondary credit factors,” which S&P said were 
taken into account for the ratings change, includ-

ing “credit stability, payment priorities under 
various scenarios, and sector- and issuer-specific 
analyses.”

Although S&P has not put out any report 
clearly pointing to changes in its outlook for the 
broader subprime auto sector, the rating agency 
has hinted in other reports that it’s growing more 
cautious on subprime auto. 

Earlier in September, S&P flagged subprime 
auto ABS as one the few sectors that “merit a 
closer look” in a market downturn scenario, in-
cluding others like US and European CLOs and 
CMBS. Though speculative-grade tranches are 
expected to be negatively affected in a downturn, 
lower rated subprime auto ABS notes are becom-
ing increasingly popular with investors.

More recently, S&P voiced concern about the 
presence of longer-term loans in the auto ABS 
sector in a research memo published on Wednes-
day, pointing to the rising proportion of loans 
with terms of 73-84 months.

“As the presence of longer-term loans increases 
in US auto loan securitizations, S&P Global Rat-
ings may adjust its expected cumulative net loss 
levels upward, which could result in higher credit 
enhancement levels,” S&P analysts wrote.

“I am definitely getting more cautious in that 
market,” said Triick. “What we’ve been doing is 
seeing opportunity in lesser known issuers, but 
higher in the capital structure.”  GC

Downgrades may point to  
shifting auto views at S&P, DB says

ABS issuers priced a dozen new transactions in 
just the first three days of last week in the run up 
to ABS East, sending primary issuance volume 
surging past levels seen year to date in 2018.

The flurry of deal flow has pushed primary mar-
ket ABS issuance in 2019 to $187.5bn, compared 
with $182.4bn through the same period last year.

Highlights through midweek included a trio of 
auto ABS deals, all of which were increased in size 
to meet demand, and four consumer loan deals 
that also drew significant investor attention.

Deal execution in the ABS primary market con-
tinues to be strong, said deal watchers, continu-
ing the performance seen the week prior when 15 
deals were readily snapped up by investors.

An auto floorplan securitization from Ford Mo-
tor Company was increased on Tuesday to $2.04bn 
from $1.51bn, as investors largely shrugged off 
negative headlines around the downgrade of 
Ford’s senior unsecured credit rating.

Last week, Moody’s downgraded both Ford Mo-
tor and Ford Credit to junk from investment grade, 

leading to a brief spread widening in the second-
ary market. Yet the 2.99 year class ‘A-1’ notes of 
FORDF 2019-3 were priced at 60bp over swaps this 
week, at the tighter end of initial guidance levels, 
while the 4.99 year ‘A’ notes were priced at 85bp 
over swaps, also tighter than price guidance.

According to a note from JP Morgan, higher 
coupon bonds from benchmark names such as 
Ford are relatively rare in the market and are 
likely to continue enjoying strong demand as the 
securitization sector moves in the fourth quarter.

“...We would consider further widening in 
Ford’s ABS spreads to be attractive buying oppor-
tunities,” analysts wrote in the research note pub-
lished on Monday. “We do not expect the spread 
widening to materially impact the still very attrac-
tive all-in ABS funding available to Ford in this low 
rate environment.”

Like Ford, Mercedes Benz also saw its prime 
auto ABS deal upsized to $1.51bn from $1.17bn. 
The fixed rate ‘A-2a’ notes were priced at 19bp 
over euro dollar spot forward, while the floating 
rate ‘A-2b’ notes were priced at 18bp over one 

month Libor. The ‘A-3’ and ‘A-4’ notes were also 
priced within the guidance range, at 29bp over 
swaps and 46bp over swaps respectively. All the 
offered tranches, from ‘A-2’ through ‘A-4,’ ob-
tained a triple-A rating from Moody’s and S&P 
Global Ratings. Mizuho was the structuring lead 
for the Mercedes deal.

In subprime auto ABS, online car dealer Car-
vana boosted the size of its third deal to $631.8m 
from $583m. The 0.25 year ‘A-1’ notes priced at 
5bp over interpolated Libor, and the 0.83 year ‘A-2’ 
notes priced at 48bp over euro dollar spot forward. 
The 4.56 year ‘E’ tranche was priced at 305bp over 
swaps, 10bp tighter than guidance. Credit Suisse 
led the offering.

In the more esoteric corners of the market, con-
sumer lenders One Main Financial and Aqua Fi-
nance increased the size of their deals, along with 
first-time whole business ABS issuer Servpro. 
With the pricing of Mercedes Benz, the pipeline 
has cleared and will probably remain mostly emp-
ty until the annual ABS East conference in Miami 
concludes next Tuesday. GC

Issuers rush primary pipeline ahead of Miami bash
By Jennifer Kang

By Jennifer Kang

THE VOICE OF THE MARKETS

GlobalCapital is pleased to announce its second 
annual European Securitization Awards. The 
publication will honor the players and institutions 
that were most skilled at navigating the market in a 
time of significant change for European structured 
finance. 

The awards will recognize firms for outstanding 
achievements across sectors and innovation in the 
market in the past year. 

EUROPEAN 
SECURITIZATION 
AWARDS DINNER

European
Securitization Awards

To join us on what promises to be an 
outstanding industry event, please contact:
Ashley Hofmann
T: +44 20 7779 8740
E: ahofmann@globalcapital.com

London
March 4, 2020

SAVE THE DATE

Call for nominations 
begin October 2019
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10 AWARDS

Guggenheim

Goldman Sachs

Credit Suisse

Fannie Mae

Morgan Lewis

Deloitte

JP Morgan

Credit Suisse

Bank of America Merrill Lynch

Morgan Stanley

Credit Suisse

Wilmington Trust

Kroll Bond Rating Agency

Citi

Morgan Stanley

Santander Consumer USA

Wells Fargo

Redwood Trust

Mosaic

Credit Suisse Asset Management

MetLife

Mayer Brown

Sidley Austin

Morgan Lewis

Kramer Levin

Dechert

Deloitte

Deloitte

Deloitte

Deloitte

Deloitte

Finsight
VZOT 2018-A

Verizon Communications,  
Bank of America Merrill Lynch, Barclays, Citi, TD 

Securities

CSWF 2018-TOP
Credit Suisse

STACR 2018-HRP1 
Freddie Mac, Bank of America Merrill Lynch, Barclays, 

BNP Paribas, Citi

CleanFund 2018-1 
CleanFund, Credit Suisse

Barings 2018-III
Barings, Credit Suisse

GlobalCapital held its annual US Securitization Awards dinner at New York’s 
Metropolitan Club on Wednesday, May 8. GlobalCapital would like to congratulate 
all of the winners, and thank everyone who took the time to vote and carefully 

consider their choices, so that we can be confident that these awards are a true 
benchmark for performance in US securitization. We hope to see you all again in 
2020. GC

US Securitization Awards 2019: the winners

Most Innovative Securitization Bank of the 
Year

Most Innovative Securitization Deal of the 
Year

Securitization  
Bank of the Year

Securitization Issuer of the Year

Securitization Law  
Firm of the Year

Securitization Accounting  
Firm of the Year

ABS Bank of the Year

CMBS Bank of the Year

RMBS Bank of the Year

Securitization Research Team of the Year

ABS Trading Desk of the Year

CLO Trading Desk of the Year

ABS Issuer of the Year

CMBS Issuer of the Year

RMBS Issuer of the Year

Esoteric ABS Issuer of the Year

CLO Manager of the Year

Securitization Investor  
of the Year

ABS Law Firm of the Year

CMBS Law Firm of the Year

Securitization Trustee of the Year

RMBS Law Firm  
of the Year

Esoteric ABS Law Firm of the Year

ABS Accounting Firm of the Year

CMBS Accounting Firm of the Year

RMBS Accounting Firm of the Year

Esoteric ABS Accounting  
Firm of the Year

CLO Accounting Firm of the Year

Securitization Technology  
Provider of the Year

CMBS Deal of the Year

RMBS Deal of the Year

Esoteric ABS Deal of the Year

CLO Deal of the Year

CLO Arranging Bank of the Year

Esoteric ABS Bank of the Year

CLO Law Firm of the Year

THE VOICE OF THE MARKETS

BOOK NOW!

GlobalCapital’s US Securitization Awards return this year to honor the firms and 
institutions that stood out in the structured finance market in 2019.

GlobalCapital’s awards are the market’s awards.  We choose the categories, 
you decide the winners, voting for the most impressive deals and firms in the 
market. 

The awards this year have been expanded to add new categories. The 
publication will also take pitches for awards in innovation, honoring the most 
innovative firm and deal of the year for 2019.

The poll will open soon.

After the winners are decided, GlobalCapital will host its annual US 
Securitization Awards Dinner in May  in New York.

The US Securitization Awards are your chance to celebrate and commiserate.  
Join us in New York to be recognized, and recognize the achievements of your 
peers in the past year.

We look forward to seeing you in May.

For questions about the voting process or to schedule a pitch for the innovation 
awards, please contact editor Max Adams at max.adams@globalcapital.com.

For questions about attending or sponsoring the event, contact: 
Ashley Hofmann
T: +44 207 779 8740
E: ahofmann@globalcapital.com

US SECURITIZATION 
AWARDS
May, 2020
New York

European
Securitization Awards

US Securitization dinner 2020.indd   1 22/09/2019   22:55ABS Miami DAY 1 2019.indd   10 23/09/2019   00:18



THE VOICE OF THE MARKETS

BOOK NOW!

GlobalCapital’s US Securitization Awards return this year to honor the firms and 
institutions that stood out in the structured finance market in 2019.

GlobalCapital’s awards are the market’s awards.  We choose the categories, 
you decide the winners, voting for the most impressive deals and firms in the 
market. 

The awards this year have been expanded to add new categories. The 
publication will also take pitches for awards in innovation, honoring the most 
innovative firm and deal of the year for 2019.

The poll will open soon.

After the winners are decided, GlobalCapital will host its annual US 
Securitization Awards Dinner in May  in New York.

The US Securitization Awards are your chance to celebrate and commiserate.  
Join us in New York to be recognized, and recognize the achievements of your 
peers in the past year.

We look forward to seeing you in May.

For questions about the voting process or to schedule a pitch for the innovation 
awards, please contact editor Max Adams at max.adams@globalcapital.com.

For questions about attending or sponsoring the event, contact: 
Ashley Hofmann
T: +44 207 779 8740
E: ahofmann@globalcapital.com

US SECURITIZATION 
AWARDS
May, 2020
New York

European
Securitization Awards

US Securitization dinner 2020.indd   1 22/09/2019   22:55ABS Miami DAY 1 2019.indd   11 23/09/2019   00:18



MIAMI EDITION MONDAY SEPTEMBER 23, 2019

12 NEWS

At Wilmington Trust, we’ve been working with issuers since the 

inception of the securitization market. As document custodian, we know 

that speed, quality sta� , e�  cient processes, and accurate and timely 

reporting make all the di� erence between simply completing a deal 

and being your custodian of choice.

For more insight on how we’ve successfully assisted clients on 

corporate trust transactions, contact one of our experienced 

professionals or visit wilmingtontrust.com/structuredfi nance. 

PATRICIA SCHULZE
pschulze@wilmingtontrust.com

302.636.6104

Is your 
trustee as 
invested 
in the 
structured 
fi nance 
market as 
you are?

Services provided by Wilmington Trust, N.A. 
Wilmington Trust is a registered service mark. Wilmington Trust Corporation is a wholly owned subsidiary of M&T Bank Corporation. Wilmington Trust Company, 
operating in Delaware only, Wilmington Trust, N.A., M&T Bank, and certain other a�  liates provide various fi duciary and non-fi duciary services, including trustee, 
custodial, agency, investment management, and other services. International corporate and institutional services are o� ered through Wilmington Trust Corporation’s 
international a�  liates. Loans, credit cards, retail and business deposits, and other business and personal banking services and products are o� ered by M&T Bank, 
member FDIC. 
©2019 Wilmington Trust Corporation and its a�  liates. All rights reserved.  31148B  190830 VF

T R U S T E E  S E R V I C E S  |  B A C K U P  S E R V I C I N G  |  C L O  A N D  L O A N  A D M I N I S T R A T I O N
D O C U M E N T  C U S T O D Y  ( E V A U L T )  |  I N D E P E N D E N T  D I R E C T O R  |  T A X  &  A C C O U N T I N G

STEVE O’NEAL
skoneal@wilmingtontrust.com

972.383.3155

PATRICK TADIE  
ptadie@wilmingtontrust.com

212.941.4407

EXPERIENCE
Our

means you’ll have a better one. 

BEN JORDAN  
bjordan@wilmingtontrust.com

410.244.4090

Once highly prized for the attractive yields on
offer, investors say they are backing away from 
aircraft ABS as heightened competition and one-
off deals with weak collateral shine a light on late 
cycle behaviour in the asset class.

Despite consistent year on year issuance in-
creases in the esoteric ABS sub-sector and strong 
demand from buyers, aircraft ABS investors say 
cracks are beginning to show.

“Several aircraft ABS transactions have been 
underperforming their original underwriting,” 
said Mario Rivera, managing director of the For-
tress credit funds business. “People have been qui-
et about it because they think these were smaller, 
one-off transactions that were not widely received 
by the market to begin with.”

Aircraft leasing has experienced heady growth 
since 2015, bolstered by increased global demand 
for air travel and favourable interest rates. As 
deal structures evolved over the years and inves-
tors grew more comfortable with the asset class, 
aircraft ABS issuance hit an all-time record last 
year, with 14 deals totalling $7.45bn of rated notes, 
according to data from Kroll Bond Rating Agency.

The sector has also grown more liquid, accord-
ing to Kroll, with trading volumes averaging $177m 
each month in 2018, compared with $89m and $62m 
in 2017 and 2016, respectively.

“We were always attracted to [aircraft ABS],” 
said an ABS investor, just one of many higher yield 
investors who began eyeing the space over the past 
few years. “It’s the siren song, seeing that yield. It 
was one of the spreadier opportunities out there.” 
However, he added that his firm has been hesitant 
to invest in recent deals, and has not participated 
in any transactions this year.

This is the case for many investors who believe 
aircraft ABS has finally reached maximum altitude 
in 2019, especially considering where the market is 
in the credit cycle. Losses are already racking up in 
some transactions, such as BOC Aviation’s Shen-
ton 2015-1 deal and Aergo Capital’s METAL 2017-1 
transaction, market participants noted.

The Shenton deal has been hit with defaults at 
the equity level, while the METAL transaction saw 
interruption of cash flow, impacted by the bank-
ruptcy of Jet Airways in April. Some older aircraft 
engine deals are also performing below originally 
underwritten expectations.

“There has quietly been a fair amount of air-
lines default. I don’t think the deals have suffered 
tremendously yet, but could that be an indicator 
of increased stress in that marketplace?” a fixed 
income investor told GlobalCapital. “Our sense is 

it’s hard to have real assumptions on 
losses of aircraft ABS deals.”

Once bigger carriers start default-
ing one after the other, especially 
in Asia, it won’t be a coincidence, 
sources said.

One clear sign of late cycle be-
haviour is the prevalence of one-off 
transactions from new and relative-
ly unknown companies. Start-ups 
appear to be taking advantage of se-
curitization, using ABS as a trading 
platform and arbitrage opportunity, 
a rating agency analyst said.

“Companies that have basically just aggregated 
new assets turn around and securitize, and that se-
curitization represents the largest or only financ-
ing tool for the company — to us, that is an example 
of late cycle behaviour,” the analyst said.

Investors’ search for yield has allowed the sector 
to price a high number of deals from new entrants 
and a variety of collateral types, even if the collat-
eral is weak or untested, said Jake Remley, senior 
portfolio manager at Income Research.

“You are starting to see more widebodied collat-
eral get placed in deals,” Remley said. “Widebod-
ied aircraft are reasonably valuable, but have more 
volatility. Airlines tend to back up that type of air-
frame in terms of purchasing it when the economic 
cycle turns down.”

Traditionally, most deals consist of narrowbody 
planes because of their liquidity. Widebody planes 
are less popular among airlines because the tran-
sition costs are much higher and the operator base 
is smaller, wrote Doug Route and Vivek John, 
Deutsche Bank research analysts, in a report pub-
lished Tuesday.

Deutsche Bank also reported that it recently 
downgraded the ratings of 11 out of 12 aircraft 
models, most of which were widebody aircraft 
types. After the massive downgrades, no widebody 
aircraft models remain on the bank’s top ratings 
category.

More niche deals, such as the Business Jets Se-
curities series from Global Jet Aircraft, also con-
tain collateral types that many investors have had 
a hard time getting comfortable with.

Business Jet Securities has issued three deals 
to date — two in 2018 and one in June 2019 — all 
entirely backed by business jets or helicopters. Its 
first deal, BJETS 2017-1, was pulled as a result of 
several issues, including a hostile note from Fitch 
Ratings that claimed the deal does not meet the 
rating agency’s investment grade standards.

Insufficient credit enhancements, along with the 

deal’s structure, which would allow the servicer to 
add additional collateral during the life of the deal, 
would expose investors to weaker obligors, Fitch 
said in the note.

“We looked at it very carefully, but we were not 
comfortable with the degree of volatility of private 
jets,” said Remley. “You are seeing those deals get 
priced and that’s a sign of late cycle behaviour, a 
sign of investors looking for yield. Anything that 
approaches around 200bp on spreads that is invest-
ment grade is looking attractive to a lot of inves-
tors.”

Investors also see serious flaws with some deal 
structures, where there is no alignment of interest 
among the different parties involved, such as the 
seller or servicer and the investor. The seller often 
ends up having no “skin in the game,” and the sit-
uation is worsened by the absence of an adequate, 
standard disclosure practice in the aircraft leasing 
space, said Jose Pluto, senior structured finance 
analyst at Aegon Asset Management.

“You have transactions where parties are poten-
tially incentivised to not do the right thing,” said 
Pluto. “A great example is you have big leasing 
companies selling older aircraft to investors who 
do not have adequate expertise to assess value.”

Macro conditions linked to aircraft ABS are also 
worsening, with the prolonged trade war between 
the US and China and falling global air traffic 
weighing on the sector. China has been responsible 
for a large portion of passenger growth in recent 
years, but investors expect that market to slow as 
the trade war is drawn out further. Traffic growth 
has taken a “noticeable dip” in 2019, after exceed-
ing expectations every year since 2010, according 
to June traffic data from the International Air 
Transport Association.

As for when the sector might experience a signif-
icant breakdown, investors are less certain.

“It could take six months or five years, but my 
camp will be proven right,” a consumer ABS inves-
tor said. GC

Investors cool on aircraft ABS  
as sector feels late cycle pressures
Jennifer Kang

Risks on the rise in aircraft ABS
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