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Notes: 

1. As of the Issue Date. 

2. Credit enhancement represents a percentage of the initial aggregated amount of Class A Notes and Class B Notes and 

does not include excess spread. 

3. Class A Notes credit enhancement consists of Subordination of Class B Notes (8.5%). The fully funded Reserve Fund 

(1.0%) may also provide limited credit enhancement to the structure as discussed in section Transaction Structure below. 

4. Reserve Fund is equal to 1.0% of the initial aggregated amount of Class A Notes and Class B Notes.  Reserve Fund initially 

provides liquidity support and provides limited credit enhancement (see below). 

 

Transaction Summary  
 

DBRS Ratings Limited (“DBRS”) finalises provisional ratings previously assigned to the Class A notes (the 

“Rated Notes”) issued by SC Germany Auto 2013-2 UG (haftungsbeschränkt) (the “Issuer”).  The Rated 

Notes have been issued in the context of a securitisation transaction (the “Transaction”), that follows the 

standard structure under German securitisation law and closed on 15 July 2013.  The Rated Notes are 

backed by a pool of retail auto loans granted to retail and commercial customers (“the Portfolio”), 

originated in Germany by Santander Consumer Bank AG (“SCB”, the “Seller” or the “Originator”).  The 

Portfolio is serviced by SCB (also the “Servicer”). 

 

Notable Features 

• The securitised pool is static. 

• Amortization of the Notes will be strictly sequential: first Class A Notes and then Class B Notes 

upon full repayment of Class A Notes. 

• The Portfolio pays fixed rate of interest. 

• An interest rate swap based on the portfolio amortisation profile hedges the interest risk existing 

between the fixed rate yield of the Portfolio and the floating rate interest payable under the 

notes. 

 

Strengths 

• Financial strength of the Originator/Seller. 

• The amortization of the Rated Notes will start on the first Payment Date (as defined below). 

• A set-off Reserve mechanics is in place to mitigate risk of cancellation of Loan Administration 

Fees and Set-off risk related to current accounts held at SCB and capitalised premium of some 

insurance policies. 

 

  

Debt Par Amount (1) 

Credit 

Enhancement 

(1)(2) 

Investor Coupon 

(p.a.) 
CUSIP/ISIN 

Step-up 

Provision 

DBRS 

Rating 

DBRS Rating 

Action 

Class A (3) € 549,000,000 8.50% 1mo-Euribor + 0.48% XS0952561636 NA AAA(sf) 

Provisional 

Rating - 

Finalised 

Class B € 51,000,000 - 1mo-Euribor + 1.5% XS0952567591 NA NR - 

Reserve 

Fund (4) 
€ 6,000,000       
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Weaknesses and mitigants 

• Interest on Class B Notes are generally paid senior to the principal on Class A Notes; Mitigant(s): 

a trigger is in place to stop senior payments of interest on Class B Notes whenever a deficiency 

occurs in repayment of principal under Class A Notes larger than € 7,500,000. 

 

Rating Rationale 
 

The DBRS rating of the notes addresses the timely payment of interest and full payment of principal by the 

legal final maturity date in accordance with the terms and conditions of the Notes.  DBRS based the rating 

primarily on the review of the analytical considerations listed below: 

 

• The transaction's capital structure and the form and sufficiency of available credit enhancement. 

• Relevant credit enhancement in the form of Subordination, Reserve Fund and excess spread.  

Credit enhancement levels are sufficient to support DBRS projected expected cumulative net loss 

(CNL) assumption under various stressed cash flow assumptions for the rated Series. 

• The ability of the transaction to withstand stressed cash flow assumptions and repay investors 

according to the terms of the transaction documents.  

• Originator/Servicer’s capabilities with respect to originations, underwriting, servicing and financial 

strength.  

• The credit quality of the collateral and ability of the Servicer to perform collection activities on the 

collateral.   

• The legal structure and presence of legal opinions addressing the assignment of the assets to the 

issuer and the consistency with the DBRS Legal Criteria for European Structured Finance 

Transactions. 

 

Sovereign Assessment 
 

DBRS, Inc. has ratings of “AAA” on the Republic of Germany’s long-term foreign and local currency debt. 

The trend on both ratings is Stable. The German economy has shown resilience as it is undergoing a 

strong recovery after the sharp contraction it experienced when world trade collapsed in 2009. 

Nevertheless, its banking sector has suffered from large holdings of impaired securitised assets and the 

ensuing extraordinary government support has substantially increased public debt. However, the 

deterioration in fiscal balances has been limited and in 2011 the fiscal deficit fell to 1% of GDP, well below 

the 3% of GDP ceiling. 

  

The ratings are underpinned by moderate growth prospects for a mature economy, a high level of 

productivity, high national savings and strong price competitiveness. Moreover, the credibility of fiscal 

consolidation has been enhanced with the approval of a constitutional rule in 2009 that places a ceiling on 

central government structural net borrowing of 0.35% of GDP from 2016 onward. The return of economic 

growth has facilitated the ongoing fiscal retrenchment. 

  

Germany’s economy is the largest in Europe, well diversified, with a large tradable sector and highly 

productive, with output per hour worked at a similar level to France’s and only slightly below that of the 

United States. All price measures point to a strong level of competitiveness, which has likely helped 

sustain Germany’s very high share of world goods exports at 8.5% to 10%. With a high national savings 

rate that easily exceeds domestic investment requirements, Germany has posted consistently high 

current account surpluses and was responsible for 12.8% of worldwide net capital exports in 2011. 

  

Despite these strengths, the rapid rise in public debt is a significant challenge. The increase in 

expenditures combined with the fall in revenues from the downturn in 2009 generated a comparatively 

moderate worsening of the fiscal balance of about 3% of GDP. A good starting fiscal position, however, 

with a budget that was close to balance before the crisis, helped cushion the impact on public debt 
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dynamics. Extensive support to the financial sector of EUR 334 billion, or 13.4% of GDP, as of 2010 is 

mainly responsible for the increase in public debt. These interventions, which did not add significantly to 

fiscal deficits, pushed public debt to 83% of GDP in 2010. However, with a recovery that has been 

relatively strong the fiscal deficit has fallen significantly and public debt fell for the first time in four years, 

reaching 81.2% of GDP in 2011. Unwinding the extraordinary support measures to the financial sector and 

addressing the weaknesses of the Landesbank sector, which suffers from a weak business model, remain 

challenges. 

 

German bank exposures to Greece appear manageable, amounting to EUR 13.3 billion, of which EUR 6.7 

billion is to the public sector, according to BIS statistics from the fourth quarter of 2011. Nevertheless, 

recent political developments in Greece have called into question the Greek government’s willingness and 

capacity to comply with the EU-IMF adjustment programme and sustain its membership in the European 

Monetary Union. Uncertainty over the future of Greece, which may persist for some time given the scale 

of the macroeconomic adjustment required, could add to downside risks to the growth outlook in Europe. 

Nevertheless, DBRS believes the sovereign is well placed to provide additional support to the banking 

sector if necessary. 

 

 

Transaction Parties and Relevant Dates 
 

Transaction Parties 
Type Name Rating 

Issuer SC Germany Auto 2013-2 UG (haftungsbeschränkt) NA 

Fund NA  

Originator/Seller Santander Consumer Bank AG DBRS Private Rating 

Servicer Santander Consumer Bank AG DBRS Private Rating 

Servicer’s Owner Santander Consumer Finance, SA DBRS Private Rating 

Servicer’s Ultimate Parent Company Banco Santander, SA A / R-1(low) / Negative 

Back-up Servicer NA  

Account Bank Deutsche Bank AG, London Branch DBRS Private Rating 

Fund Account Bank NA  

Swap Counterparty HSBC Bank Plc DBRS Private Rating 

Subordinated Loan Provider Santander Consumer Bank AG DBRS Private Rating 

GIC Provider NA  

Guarantor(s) NA  

Custodian NA  

Security Trustee TMF Trustee Limited NA 

Data Trustee TMF Deutschland AG AA / R-1(high) / Stable 

Common Representative NA  

Paying Agent NA  

Calculation Agent Wilmington Trust SP Services (Frankfurt) GmbH NA 

Corporate Servicer Wilmington Trust SP Services (Frankfurt) GmbH NA 

Principal Paying Agent Deutsche Bank AG, London Branch DBRS Private Rating 

Transaction Manager NA  

Arranger(s) Banco Santander, SA A / R-1(low) / Negative  

Lead Manager(s) a) Banco Santander, SA 

b) HSBC Bank Plc 

c) Natixis 

d) Unicredit Bank AG 

A / R-1(low) / Negative 

DBRS Private Rating 

NA 

DBRS Private Rating 

 

Relevant Dates 
Type Date 

Issue Date 18 July 2013 

Portfolio Assignment Date 16 July 2013 

Portfolio Valuation Date 30 June 2013 

First Payment Date 12 August 2013 

Payment Frequency Monthly 

Payment Dates 12 of each calendar month after the First Payment Date 
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Collection Period From 1 to 31 July 2013 and each calendar month thereafter 

Revolving Period Maturity Date NA 

Call Date NA 

Early Amortisation Date NA 

Ramp-up Completion Date NA 

Legal Final Maturity Date 13 March 2023 

 

 

Origination and Servicing  
 

In June 2013 DBRS conducted an operational review of Santander Consumer Bank AG’s German auto loan 

operations from London by telephone.  DBRS had visited Santander Consumer Bank AG (also “SCB” or the 

“bank”) in March 2013. 

 

DBRS considers SCB’s origination practices to be above other German lenders and the servicing practices 

to be consistent with those observed among other German lenders.  

 

SCB is headquartered in Mönchengladbach, Germany, and is a subsidiary of Santander Consumer Finance 

SA (SCF), Spain, whose ultimate parent is Banco Santander SA, Spain, one of the 13 leading banks in the 

world by market capitalisation and the largest bank in the EU. SCB was established in 1967 as Curt 

Briechle KG, Absatzfinanzierung and in 2006 the name was officially changed to SCB. 

 

As of March 2012, SCF’s portfolio totalled €63bn with Germany being the largest contributor to the 

portfolio.  SCB is 8th largest consumer lender in Germany and its three main products include personal 

loans (7%), auto loans (43%) and direct loans (16.6%).  SCB’s total lending activity for 2012 totalled 

€ 16.6bn. 

 

DBRS does not publicly rate SCB although a private rating has been assigned to both SCB and its 

immediate parent SCF.  DBRS downgraded Banco Santander SA’s public long-term rating to ‘A’ in August 

2012. 

 

 

 

 

Origination and sourcing 

SCB offers private financing facilities for vehicles including cars, motorbikes and leisure, and is the largest 

non-captive car financier in Germany, with a sales network in excess of 21,000 car dealers and a captive 

provider for five car manufacturers. In 2012, the dealer partners provided € 5.7bn of new business 

covering over 450,000 tickets.  

 

Loans are sourced through SCB’s dealer network and the standard application forms completed by the 

customer are sent to SCB’s headquarters in Mönchengladbach along with the necessary supporting 

documentation via the internet. 

 

Underwriting process 

The dealer acts as the finance agent for SCB and enters into a general broker agreement that includes the 

use of an online software system, the requirement for the Dealer to send the finance application to SCB 

while arranging the finance contract between the customer and SCB together with an automated 

payment method between SCB and the dealers. 

 

Credit approval is provided to the dealer through the software system called Kosyfa WEB.  

 

Origination & Underwriting 
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The credit approval process is centralised in Mönchengladbach and includes allocation of a credit scoring 

and various database searches.  These searches incorporate the German credit bureau data, SCHUFA, and 

are carried out on the borrower as well as any guarantors. SCHUFA provides SCB with information 

concerning existing loan and leasing agreements, existing bank accounts, previous financial defaults, 

insolvency proceedings and declarations of insolvency. The information from SCHUFA is automatically 

requested by SCB during the credit scoring phase. 

 

For the purposes of credit scoring, the model that SCB uses takes into account different variables such as 

marital status, profession, age, historical experience with SCB amongst others. Different scorecards are in 

place for each product. 

 

During the credit scoring process the applicant receives points per variable according to the SCB policy. All 

results are added and the sum gives SCB a prediction of the risk of granting a loan to the applicant.  This 

scoring process is treated strictly confidential externally. No information regarding the weighting or values 

of single criteria, or cut-off limits of scoring results are communicated externally to customers, partners or 

rating agencies. However, information according to the data protection law is given to the applicant if 

requested. 

 

Approval authority limits are set centrally in Mönchengladbach and vary depending on the type of loan, 

customer, vehicle and other parameters. 

 

Summary strengths: 

• Major German auto loan lender. 

• Parent support through Europe’s largest bank. 

• Robust Governance and Internal Control process in place. 

• Experienced senior management team and underwriting team in place. 

 

 

 

 

Servicing is centralised in Mönchengladbach including all general administrative activities and customer 

service with the former being heavily automated due to the standardised nature of the product.  Servicing 

is carried out by Geoban, which as a part of the Santander Group is responsible for the back office support 

functions. For auto loans, Geoban is divided into Car settlement Team, Registry and AKA. 

 

The Car Settlement team handle the new business, check contracts, documents and also pays out the 

balance of the loan.  

 

AKA, is also the Back Office function for Geoban and deals with telephone and written support for 

transactions, together with processing of returned direct debits and calculation of fees. All incoming 

payments are also processed by AKA, together with the registration and processing of after-sales 

insurance. 

 

The Registry department manages the title documents of vehicles, in addition to postal duties including the 

scanning of all incoming post for archiving. 

 

Nearly all payments are made via direct debit, consistent with the wider German market.  The bank also 

uses a robust workflow and document management systems.  

 

Throughout the life cycle of the contract, if the loan falls into arrears, a specific process is followed. 

Between one day past due (dpd) and 180 dpd, collection business unit (CBU), an internal collection 

department of SCB, sends out letters and make phone calls to the borrower to achieve payment. If this is 

unsuccessful, field agents will also visit the borrower and can also liquidate the asset. 

Servicing 
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If payment is still not achieved then a court or enforcement order will be obtained actions will be taken to 

recovery the loss or the asset. 

 

Summary strengths: 

• Majority of payments made via direct debit. 

• Centralised servicing and dedicated arrears management teams with experienced staff. 

 

 

Collateral Analysis Details 
 

 

 

The sources of information used include the Originator and the Arranger(s). 

 

DBRS was provided with the historical dynamic and static data on the entire auto loan portfolio originated 

by SCB and with a set of stratification tables related to the Portfolio (as defined below). 

 

The set of historical data analysed by DBRS is detailed below: 

 

• Monthly dynamic arrears analysis from Jan-2004 to Apr-2013, also split into used and new 

vehicles; 

• Monthly dynamic prepayment data from Jan-2004 to Apr-2013; 

• Aggregated quarterly and monthly default vintage analysis from Q1-2004 to Q1-2013; 

• Quarterly and monthly default vintage analysis from Q1-2004 to Q1-2013 split into new and used 

vehicles; 

• Quarterly and monthly default vintage analysis from Q1-2004 to Q1-2013 split into balloons and 

amortising loans; and 

• Quarterly recovery vintage analysis consistent with the default analysis listed above.  

 

DBRS understands that the default definition applied is the same definition utilised in the Transaction 

documents.  

 

DBRS was also provided with the theoretical amortisation schedule of the Portfolio. 

 

DBRS considers the information available to it for the purposes of providing this rating was of satisfactory 

quality. 

 

 

 

 

The Portfolio 

The Seller selected a portfolio as at the “Portfolio Valuation Date” that has been assigned to the Issuer on 

the “Portfolio Assignment Date” (the “Portfolio”).  The Portfolio is a pool of German auto loan receivables 

granted by SCB to German retail and private clients. 

 

The receivables comprised in the Portfolio derive from loans granted to clients for the purpose of 

purchasing a new or used vehicle.  DBRS understands that the loans granted are validly secured by a 

pledge over the purchased assed and that SCB or its assignees would be entitled to enforce the sale of the 

asset in order to offset their outstanding credit.  The right to receive payments from the borrowers and 

the underlying guarantees (the “Receivables”) will be assigned to the Issuer by mean of the Assignment 

Agreement. 

Collateral Analysis 

Data Quality 



 

 

7 Rating Report - Structured Finance: ABS 

SC Germany Auto 2013-2 

UG (haftungsbeschränkt) 

 

 

 

Report Date 
18/07/2013 

 

 

 
 

 

The loans may include the premium of payment protection insurance (also “PPI”), gap insurance (also 

“GI”) or repair cost insurance (also “RCI”).  The insurance premium is fully funded up-front and 

incorporated in the financed amount. 

 

DBRS understands that PPI, GI or RCI premium can be set-off or retained upon prepayment.  Such risks of 

set-off and retention are mitigated by a specific component of the Set-off Reserve, that should be funded 

by SCB upon loss of DBRS rating ‘A’ by the Servicer’s Owner, SCF, or in case SCF ceases to own at least 75% 

of the shares of SCB (see below). 

 

The transfer price of the Portfolio will be the aggregated outstanding principal of the loans comprised in 

the securitised pool and it is expected to equal to € 600,000,000 (the “Transfer Price”).  The transaction 

documents do not envisage revolving or ramp-up, so that the portfolio backing the notes is substantially 

static. 

 

DBRS has analysed the Portfolio selected by SCB as at 30 June 2013 with aggregate outstanding principal 

of € 600,000,000 and highlighted some features below (see also section “Portfolio Summary”): 

 

• Indexation is entirely fixed rate and WA Interest rate is 5.68%; 

• About 37% of the receivables envisages final balloon payment; 

• About 63% of the receivables include a capitalised insurance premium; 

• Top borrower concentration is 0.01%; 

• Top 20 borrowers concentration is 0.19%; and 

• Weighted average life is about 2.4 years. 

 

 

Eligibility Criteria 

The assignment agreement specifies the eligibility criteria to be applied to select the Portfolio.  Some of 

the Criteria are summarised below: 

(i) Only Auto Loans are admitted (auto leases are excluded); 

(ii) Originated by SCB in the ordinary course of business; 

(iii) Euro denominated and payable in Euro; 

(iv) Minimum remaining term is 1 month; 

(v) Maximum remaining term is 84 months and maximum original term is 90 months; 

(vi) The interest rate is fixed with monthly constant instalments (except the first and the last 

payments); 

(vii) Only receivables that can be transferred without prior consent of the borrowers; 

(viii) Delinquent receivables are excluded;  

(ix) At least two instalments have become due and have been paid; 

(x) Subject to German Law; 

(xi) Only private individuals or self-employed resident in Germany are admitted; 

(xii) Insolvent debtors are excluded; 

(xiii) Restructured / extended contracts are excluded; and 

(xiv) Debtors are not employees, officers or affiliates of the Seller. 

 

 

Call options 

The Seller will have the option to buy-back the residual Portfolio at any Payment Date on which the 

Portfolio outstanding principal is less than 10% of the outstanding principal as at the Issue Date.  The 

above mentioned option of the Originator should be subject to the ability of the Issuer to repay the then 

outstanding Notes and pay the outstanding expenses. 
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Renegotiation capabilities 

The Servicer has no substantial renegotiation capabilities with respect to the securitised receivables. 

 

 

Portfolio Summary 

 

 
 

 

 

 

 

Distribution by current Principal Balance 

 
 

 

Distribution by original Principal Balance 

 

 
 

 

Distribution by amount of down-payment 

 
 

 

Borrower concentration 

 

 

 

 

 
 

Current O/S Principal Balance 600,000,000

Aggregated Original Principal Balance 729,946,662

Number of Loans 64,352

Average Current Principal Balance 9,324

Average Original Principal Balance 11,343

Average Downpayment 3,508

Average Purchase Price 14,208

WA Original Term (years) 4.94

WA Seasoning (years) 1.01

WA Remaining Term (years) 3.93

WA Interest Rate 5.68%
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Borrower concentration O/S Principal Balance %

Top obligor 88,901 0.01%

Top 5 obligors 359,092 0.06%

Top 10 obligors 640,998 0.11%

Top 20 obligors 1,124,181 0.19%

Top 25 obligors 1,352,240 0.23%
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Asset Type 

 

 

 
 

 
 

 

Distribution by Payment Method 

 

 

 

 

 
 

 
 

 

Payment Protection Insurance 

 
 

Gap Insurance 

 
 

 

 

Repair Cost Insurance 

 
 

 

 

 

 

 

 

 

 
 

 

 

 

 

 

 
 

 

 

 

 

 

 

 

 
 

 

 

 

 

Used vehicle

New vehicle

Car

Motorbike

Leisure

O/S Principal Balance %

Used vehicle 240,004,999 40.00%

New vehicle 359,995,001 60.00%

600,000,000 100%

O/S Principal Balance %

Car 579,742,137 96.62%

Motorbike 15,635,541 2.61%

Leisure 4,622,322 0.77%

600,000,000 100%

Direct Debit

Other

1 of each

month

15 of each

month

Payment Method O/S Principal Balance %

Direct Debit 598,593,386 99.77%

Other 1,406,614 0.23%

600,000,000 100%

Monthly Payment Day O/S Principal Balance %

1 of each month 321,017,804 53.50%

15 of each month 278,982,196 46.50%

600,000,000 100%

Yes

No

Yes

No

Yes

No

Payment Protection Insurance O/S Principal Balance %

Yes 375,854,681 62.64%

No 224,145,319 37.36%

600,000,000 100%

Gap Insurance O/S Principal Balance %

Yes 127,584,363 21.26%

No 472,415,637 78.74%

600,000,000 100%

Repair Cost Insurance O/S Principal Balance %

Yes 46,461,552 7.74%

No 553,538,448 92.26%

600,000,000 100%
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Distribution by Interest Rate 

 

 
 

 

 

 

 
 

 

 

 

 

 

Amortisation Type 

 

 

 

 

 

 

 

 

 

 

 

 

 

Geographical distribution 
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Interest rate O/S Principal Balance %

Less than 1% 0 0.00%

From 1% to 2% 0 0.00%

From 2% to 3% 4,981,508 0.83%

From 3% to 4% 52,305,091 8.72%

From 4% to 5% 184,740,685 30.79%

From 5% to 6% 214,856,288 35.81%

From 6% to 7% 93,471,236 15.58%

From 7% to 8% 31,289,774 5.21%

From 8% to 9% 11,494,992 1.92%

From 9% to 10% 6,611,215 1.10%

More than 10% 249,210 0.04%

600,000,000

Yes

No

Baloon Payment O/S Principal Balance %

Yes 220,419,814 36.74%

No 379,580,186 63.26%

600,000,000 100%

Baden-

Württemberg

Bavaira

Berlin

Brandenburg

Bremen

Hamburg
Hesse

Mecklenburg-

Western 

Pomerania

Lower 

Saxony

North Rhine-

Westphalia

Rhineland-

Palatinate

Saarland

Saxony

Saxony-Anhalt

Schleswig-

Holstein

Thuringia
State O/S Principal Balance %

Baden-Württemberg 55,564,193 9.26%

Bavaira 59,556,314 9.93%

Berlin 14,727,923 2.45%

Brandenburg 36,359,355 6.06%

Bremen 3,378,328 0.56%

Hamburg 7,529,291 1.25%

Hesse 38,934,725 6.49%

Mecklenburg-Western Pomerania 28,175,402 4.70%

Lower Saxony 61,685,324 10.28%

North Rhine-Westphalia 109,100,054 18.18%

Rhineland-Palatinate 25,208,627 4.20%

Saarland 7,163,735 1.19%

Saxony 44,352,244 7.39%

Saxony-Anhalt 44,817,671 7.47%

Schleswig-Holstein 23,341,668 3.89%

Thuringia 40,105,148 6.68%

Total 600,000,000 100%
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Distribution by vehicle manufacturers 

 

 

 

 
 
Top 15 Manufactures in alphabetical order: Audi, BMW, Citroen, Ford, 

Honda, Hyndai, Kia, Mazda, Mercedes, Nissan, Opel, Renault, Suzuki, 

Volvo, VW 

 

 

 

 

Prepayments 

DBRS received the dynamic monthly prepayment analysis since 2004. See pictured below for the 

annualised CPR and the moving average over the preceding 6 months. 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

No. 1 Manufacturer

No. 2 Manufacturer

No. 3 Manufacturer

No. 4 Manufacturer

No. 5 Manufacturer

No. 6 Manufacturer

No. 7 Manufacturer

No. 8 Manufacturer

No. 9 Manufacturer

No. 10 Manufacturer

No. 11 Manufacturer

No. 12 Manufacturer

No. 13 Manufacturer

No. 14 Manufacturer

No. 15 Manufacturer

Other Manufacturers

Top Manufacturer O/S Principal Balance %

No. 1 Manufacturer 64,141,458 10.69%

No. 2 Manufacturer 59,177,092 9.86%

No. 3 Manufacturer 54,233,205 9.04%

No. 4 Manufacturer 48,467,333 8.08%

No. 5 Manufacturer 47,904,890 7.98%

No. 6 Manufacturer 31,575,447 5.26%

No. 7 Manufacturer 27,806,267 4.63%

No. 8 Manufacturer 25,304,696 4.22%

No. 9 Manufacturer 21,492,926 3.58%

No. 10 Manufacturer 21,351,692 3.56%

No. 11 Manufacturer 20,772,105 3.46%

No. 12 Manufacturer 18,482,106 3.08%

No. 13 Manufacturer 17,536,108 2.92%

No. 14 Manufacturer 16,413,207 2.74%

No. 15 Manufacturer 14,899,044 2.48%

Other Manufacturers 110,442,422 18.41%
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Arrears 

DBRS received the dynamic monthly arrear analysis since 2004 (pictured below). 

 

 
 

DBRS understands that the default definition refers to termination. According to the Servicer’s credit and 

collection policies termination occurs between 120 and 180 days past due. 

 

 

 

Default 

DBRS received the quarterly static default analysis since 2004.  Data is grouped into vintages by the date 

of origination of the loan. 

 

 
 

DBRS understands that the default definition applied to cut the data is the same definition utilised in the 

Transaction: 
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Recovery 

DBRS received the quarterly static recovery analysis since 2004 consistent with the gross default data. 

 

 
 

 

 

Transaction Structure 
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Funds available to the Issuer (the “Issuer Available Funds” or “IAF”) are as follows: 

 

• Collections made under the receivables; 

• Payments made by the Swap Counterparty under the Hedging Agreement; 

• Interest earned on the Issuer’s accounts; and 

• The Reserve Fund. 

 

On the Initial Payment Date the IAF will also include the transaction cost fee related to the initial cost of 

set-up of the securitisation payable under the Transaction documents. Such funds should be provided by 

SCF via subordinated loan. 

 

The Set-off Reserve and the Commingling Reserve, when funded upon occurrence of the relevant triggers, 

should not constitute part of the IAF.  The above mentioned reserves are utilisable by the Issuer to the 

extent that SCB has not provided certain indemnities or transferred the Issuer’s money to the Issuer’s 

accounts held at the Account Bank.  In case of reduction of the Set-off Reserve or the Commingling 

Reserve the available amount should be paid back to SCB out of the waterfall. 

 

 

 

 

The Issuer Available Funds are combined into a unique waterfall and the target amortisation of the notes 

is determined on by the amortisation of the portfolio (excluding the Defaulted Receivables as defined 

below). 

 

Pre-Enforcement Priority of Payments (or “PoP”): 

(i) Issuer taxes; 

(ii) To pay taxes, fees, costs and expenses of the Security Trustee; 

(iii) To pay taxes, fees, costs and expenses of Corporate Administrator, the Data Trustee, Account 

Bank and any other Issuer’s expenses payable for the set-up of the Issuer and for its liquidation; 

(iv) To pay taxes, fees, costs and expenses of Directors or advisors of the Issuer and the other parties 

to the Transaction documents; 

(v) To pay taxes, fees, costs and expenses of the Servicer; 

(vi) To pay the Swap Counterparty under the Hedging Agreement (other than the termination 

payment payable in case of default of the swap counterparty); 

(vii) Interests on the Class A Notes; 

(viii) Interests on the Class B Notes, if Principal Deficiency Trigger Event did not occur on the relevant 

Payment Date; 

(ix) To top-up the Reserve Fund up to the Required Liquidity Reserve Amount; 

(x) Principal on Class A Notes (up to the reduction of Class A Notes outstanding to the Class A Target 

Principal Amount); 

(xi) Interests on the Class B Notes, if a Principal Deficiency Trigger Event occurred on the relevant 

Payment Date; 

(xii) Class B Notes Principal (after full repayment of the Class A Notes); 

(xiii) To top-up the Reserve Fund up to the excess of the (a) Required Reserve Amount over (b) the 

Required Liquidity Reserve Amount; 

(xiv) After a Commingling Reserve Trigger occurred, to top-up the Commingling Reserve up to the 

Commingling Reserve Amount; 

(xv) After a Set-off Reserve Trigger occurred, to top-up the Set-off Reserve up to the Set-off Reserve 

Amount; 

Available Funds 

Priority of Payments 
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(xvi) To pay any termination payment(s) payable to the Swap Counterparty after an event of default 

occurred under the Hedging Agreement; 

(xvii) To pay interest and principal payable to Sub-Loan Provider under the Sub-loan Agreement; and 

(xviii) To pay any other amount to the Seller. 

 

Defaulted Receivables means any Receivable which has been declared due and payable in full (insgesamt 

fällig gestellt) in accordance with the Credit and Collection Policy of the Servicer.  According to the Credit 

and Collection Policy of the Servicer Receivables are generally classified as Defaulted between 120 and 

180 days past due. 

 

Class A Target Principal Amount means (A), if Principal Deficiency Trigger Event does not occur, the 

excess (if positive) of (i) outstanding principal of the Receivables comprised in the Portfolio which are not 

Defaulted Receivables over (ii) Class B Notes outstanding principal or (B) zero, if a Principal Deficiency 

Trigger Event occurred. 

 

Principal Deficiency Trigger Event (or “PDTE”) occurs on any Payment Date when the difference of (1) the 

theoretical aggregate outstanding principal amount of the Class A Notes and Class B Notes after the 

application of the IAF to the PoP (without PDTE) and (2) the outstanding principal of the Receivables 

comprised in the Portfolio which are not Defaulted Receivables, is greater than € 7,500,000. 

The event is curable and after the initial occurrence the payment of the Class B Notes Interest can be 

restored to its senior position when the shortfall is replenished. 

 

Required Liquidity Reserve Amount means (a) on any Cut-off Date prior to the Amortisation Threshold 

Date, 1.0% of the aggregated principal amount of the Class A Notes and Class B Notes as at the Issue Date 

or (b) on any Cut-off Date following the Amortisation Threshold Date, 2.0% of the aggregated principal 

amount of the Class A Notes and Class B Notes on the relevant Payment Date prior to any principal 

payment. 

 

Amortisation Threshold Date means the Cut-off Date on which the aggregated principal amount of the 

Class A Notes and Class B Notes reduced to 50% or less of the aggregated principal amount of the Class A 

Notes and Class B Notes as at the Issue Date. 

 

Required Reserve Amount means the higher of (i) Required Liquidity Reserve Amount and (ii) 

€ 1,000,000. 

 

Commingling Reserve Trigger means Santander Consumer Finance, SA long term rating by DBRS (also a 

private rating) has fallen below ‘A’ or Santander Consumer Finance, SA ceases to own at least 75% of the 

share capital of the Seller. 

 

Commingling Reserve Amount means (X) if a Commingling Reserve Trigger occurred, the sum of (a) the 

scheduled collections expected for the relevant Collection Period and (b) 2.5% of the aggregated principal 

amount of the Class A Notes and Class B Notes or (Y) if a Commingling Reserve Trigger did not occur, nil. 

 

Set-off Reserve Trigger means Santander Consumer Finance, SA long term rating by DBRS (also a private 

rating) has fallen below ‘A(low)’ or Santander Consumer Finance, SA ceases to own at least 75% of the 

share capital of the Seller. 

 

Set-off Reserve Amount means the sum of items (X), (Y) and (Z) below. 

Item (X) means € 16,473,075 on the first cut-off date and, on the subsequent cut-off dates, the initial 

amount will be reduced by the aggregated amount of loan administration fees (Bearbeitungsgebuehren) 

(a) related to Receivables fully repaid or (b) in relation to which the debtors have exercised their right to 

set-off against the claims of the Issuer. 
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Item (Y) means € 32,279,018 on the first cut-off date and, on the subsequent cut-off dates, the initial 

amount will be reduced by the aggregated amount of Capitalised Servicing Fees (a) related to Receivables 

fully repaid or (b) in relation to which the debtors have exercised their right to set-off against the claims of 

the Issuer. 

In case the Servicer failed to produce the Servicer Report no reduction occurs on that payment date. 

Item (Z) means the sum of the amounts that could be set-off by debtors holding an account with SCB.  It 

has been determined to be initially equal to € 1,938,314. 

 

Capitalised Servicing Fees means the part of the outstanding balance of a receivable that relates to 

capitalised fees or premium of PPI, GI or RCI. 

 

The Transaction documents envisage that in certain circumstances, when the Servicer fails to produce a 

Servicing Report (a “Servicer Disruption Date”), some of the payments under the waterfall will be 

prevented and only payments under senior expenses and Interest on Class A and Class B Notes will be 

permitted.  The rest of the collections will be deposited on the Issuer’s accounts until a valid Servicing 

Report is available in order to process the full waterfall in accordance with the Transaction documents. 

 

Post-Enforcement Priority of Payments:  

(i) Issuer taxes; 

(ii) To pay taxes, fees, costs and expenses of the Security Trustee; 

(iii) To pay taxes, fees, costs and expenses of Corporate Administrator, the Data Trustee, Account 

Bank and any other Issuer’s expenses payable for the set-up of the Issuer and for its liquidation; 

(iv) To pay taxes, fees, costs and expenses of Directors or advisors of the Issuer and the other parties 

to the Transaction documents; 

(v) To pay taxes, fees, costs and expenses of the Servicer; 

(vi) To pay the Swap Counterparty under the Hedging Agreement (other than the termination 

payment payable in case of default of the swap counterparty); 

(vii) Interests on the Class A Notes; 

(viii) Principal on Class A Notes; 

(ix) Interests on the Class B Notes; 

(x) Class B Notes Principal; 

(xi) To pay any termination payment(s) payable to the Swap Counterparty after an event of default 

occurred under the Hedging Agreement; 

(xii) To pay interest and principal payable to Sub-Loan Provider under the Sub-loan Agreement; and 

(xiii) To pay any other amount to the Seller. 

 

Post-Enforcement Priority of Payments applies to scenarios when the issuer is in default such as: 

insolvency of the Issuer, Issuer default in the payment of the interest on the Notes. 

 

 

 

 

On the Issue Date the Reserve Fund has been funded for € 6,000,000, corresponding to 1.0% of the 

aggregate principal amount of Class A Notes and Class B Notes, via subordinated loan provided by SCB as 

the Subordinated Loan Provider.  The target amount of the Reserve Fund should be maintained at the 

initial value of € 6,000,000 until the aggregated amount of then outstanding Class A Notes and Class B 

Notes reduces to 50% of the initial amount (namely € 300,000,000).  Since this moment the Reserve Fund 

should amortise to 2.0% of the then outstanding aggregated amount of then outstanding Class A Notes 

and Class B Notes with a floor to € 1,000,000. 

 

The Reserve Fund provides liquidity support during the life of the transaction and, when the Required 

Liquidity Reserve Amount is lower than the Required Reserve Amount, it also provides credit 

enhancement.  In practice the latter case can only occur when the amortisation of the Notes has reached 

Reserve Fund 
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the point when 2.0% of the then aggregated outstanding amount of Class A Notes and Class B Notes 

(which in that specific situation should coincide with the Required Liquidity Reserve Amount as defined 

above) is lower than € 1,000,000 (in that situation equal to Required Reserve Amount).  In such 

circumstances the part of the Reserve Fund (at that point equal to € 1,000,000) which exceeds 2.0% of the 

then aggregated outstanding amount of Class A Notes and Class B Notes, will be available to cover 

principal shortfalls. 

 

 

 

 

Transaction Account 

On the Issue Date, the accounts listed below have been opened in the name of the Issuer and will be 

maintained at the Account Bank: 

 

• The Transaction Account; 

• Swap Collateral Account; 

• The Comingling Reserve Account; and 

• The Set-off Reserve Account. 

 

The majority of the borrowers pay by direct debit into the Servicer’s accounts.  The Servicer is obligated to 

remit all collections to an account in the name of the Issuer and maintained at the Account Bank on 

monthly basis prior to each Payment Date.  The comingling risk linked to the Servicer is mitigated by the 

credit standing of the Servicer and by the obligation undertaken by the Servicer to post the Comingling 

Reserve into the Comingling Reserve Account upon loss of a DBRS rating ‘A’ by the Servicer’s Owner. 

 

The Transaction documents envisage downgrade provisions with respect to the Account Bank consistent 

with DBRS criteria. 

 

 

 

 

As the Portfolio pays fixed interests and the Notes pay 1-mo Euribor plus a Margin, the Transaction 

envisages a hedging structure in place to protect the issuer against fluctuation of the interest rates.  The 

hedging has been achieved with an interest rate swap (IRS) with notional corresponding to actual 

outstanding principal of the Notes.  Under the IRS contract the Issuer pays a fixed rate of 0.39% in 

exchange for 1-mo Euribor payable under the Notes which has to be paid by the Swap Counterparty.  The 

above mentioned structure provides protection against interest rate fluctuations, but does not provide 

credit enhancement to the Transaction. 

 

The Hedging Agreement envisage downgrade provisions with respect to the Swap Counterparty 

consistent with DBRS criteria. 

 

 

 

 

According to the Transaction documents, upon the loss of a DBRS rating of ‘A’ by the Account Bank or by 

the Paying Agent a new suitable institution should be appointed as Account Bank or Paying Agent by the 

Issuer.  As an alternative the relevant counterparty should obtain appropriate guarantee from a suitable 

institution in accordance with DBRS criteria.  The cure action should be taken within 30 calendar days. 

 

SCB in its role as Servicer, Originator and Seller has undertaken the obligation to fund the Comingling 

Reserve in the Comingling Reserve Account maintained at the Account Bank upon loss of DBRS rating of 

‘A’ by the Servicer’s Owner, SCF, or in case SCF ceases to own at least 75% of the SCB’s equity shares. 

Transaction Accounts 

Hedging Agreement  

Trigger Events 



 

 

18 Rating Report - Structured Finance: ABS 

SC Germany Auto 2013-2 

UG (haftungsbeschränkt) 

 

 

 

Report Date 
18/07/2013 

 

 

 
 

 

SCB in its role of Originator and Seller has undertaken the obligation to fund the Set-off Reserve in the 

Set-off Reserve Account maintained at the Account Bank upon loss of DBRS rating of ‘A(low)’ by the 

Servicer’s Owner, SCF, or in case SCF ceases to hold at least 75% of the SCB’s equity shares. 

 

DBRS understands that the Comingling Reserve has been funded by the Servicer/Originator on the Issue 

Date.  Nevertheless the Comingling Reserve could be reduced to zero in case conditions above were still 

satisfied and some other conditions related to other ratings of SCF’s were met. 

 

 

Cash Flow Analysis 
 

Cash Flow Scenarios 

DBRS undertook a cash flow analysis to ensure timely payment of interest and full payment of principal by 

the Legal Final Maturity Date at each assigned rating level.  The DBRS cash flow model assumptions 

focused on the amount and timing of defaults and recoveries, prepayment speeds and interest rates.  

Based on a combination of these assumptions, a total of 12 cash flow scenarios were applied to test the 

performance of the notes (see below): 

 
Scenario Pre-

payments 

Default 

timing 

Interest Rat 

1 Slow Front Upward 

2 Slow Front Flat / Downward 

3 Slow Back Upward 

4 Slow Back Flat / Downward 

5 Mid Front  Upward 

6 Mid Front Flat / Downward 

7 Mid Back Upward 

8 Mid Back Flat / Downward 

9 Fast Front Upward 

10 Fast Front Flat / Downward 

11 Fast Back Upward 

12 Fast Back Flat / Downward 

 

Base Case Default and Recoveries 

The expected base case default was calculated as a weighted average sum of sector-specific adjusted 

defaults and it is approximately 2.65%.  The expected recovery rate was calculated by averaging the 

projected recoveries of the various portfolio components and is approximately 35.6%.  The average 

recovery time lag is assumed to be 6 months.  

 

Prepayment Speeds 

Four prepayment speeds scenarios have been assumed ranging from 0% to 20%. 

 

Timing of Defaults  

DBRS estimated the default timing patterns and created base, front and back-loaded default curves.  The 

portfolio amortisation profile show a weighted average life for the portfolio of 2.5 years and the front-

loaded, base and back-loaded default distributions are listed below: 

 

Year Mid Losses Front Loaded Losses Back Loaded Losses 

1 20% 50% 10% 

2 50% 30% 40% 

3 20% 15% 40% 

4 10% 5% 10% 

5 0% 0% 0% 
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Risk Sensitivity 

DBRS expects a lifetime base case probability of default (PD) and loss given default (LGD) for the each rat-

ed pool based on a review of historical data.  Adverse changes to asset performance may cause stresses to 

base case assumptions and therefore have a negative effect on credit ratings. 

 

Interest Rate Stresses 

DBRS applied its standard interest rate stresses as detailed in its Unified Interest Rate Model 

methodology. 

 

Spread Compression 

DBRS utilised the yield vector and the expected IRS fixed rate provided by Originator or the Originator’s 

agents to take into account the contribution of the excess spread to the transaction.  DBRS also applied 

15% compression (starting from the 12
th

 month) to the portfolio fixed interest rates. 

 

 

Legal Structure 
 

 

 

 

The notes and the transaction documents are governed by German law. 

 

The receivables comprising the portfolio have been assigned to the Issuer in a true sale transaction in 

accordance with German securitization Law.  The ownership of the receivables is conveyed to the Issuer by 

way of an Assignment Agreement.  The Security Trustee and the Noteholders are also secured in respect of 

the Issuer by mean of the Security Agreement governed by German law. 

 

Transaction counsel(s) have rendered German law and English law legal opinions with respect to (a) 

corporate good standing of Originator, Issuer and Security Trustee, (b) enforceability of documents against 

Originator and Issuer, (c) validity and perfection of the assignment from the Seller to the Issuer as well as of 

the formalities thereof in order for the assignment of the Portfolio to be enforceable against the debtors 

and any other third party and (d) tax regime of the Issuer and the Notes. 

 

 

 

 

Upon an insolvency of the Originator, borrowers may invoke the right to set-off the amount they owe to 

the Originator at any given time, by any amounts due and payable to them from the Originator.  As SCB 

hold some current accounts of its debtors’ the amount standing to the credit of such accounts could be 

set-off against the Issuer’s claim. 

 

SCB, as the Originator and the Seller in the Transaction, has undertaken the obligation to fund the Set-off 

Reserve upon loss of DBRS rating of ‘A(low)’ by the Servicer’s Owner, SCF, or in case SCF ceases to hold at 

least 75% of the SCB’s equity shares.  A component of the amount to be posted into the Set-off Reserve 

has to be calculated as the aggregated over the entire portfolio of the lower of (i) the outstanding of the 

relevant Receivables and (ii) the amount standing to the credit of the relevant debtors’ account at SCB. 

 

Other components of the Set-off Reserve are related to Loan Administration Fees (see below) and 

capitalised premium of PPI, GI or RCI. 

 

 

 

 

Law(s) Impacting Transaction 

Set-off 
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In Germany consumer finance originators have generally charged their clients administration fees in 

connection with the issuance of loans (the “Loan Administration Fees” or “LAFs”).  DBRS understands that 

the validity of Administration Fees has been challenged by German Tribunals, but the matter is currently 

under review by the Federal Court of Justice.  DBRS understands that the total amount of LAFs related to 

receivables comprised in the portfolio is € 16,473,075. 

 

The risk of cancellation of LAFs is mitigated by the obligation of SCB to fund appropriate reserve (a 

component of the Set-off Reserve) upon loss of DBRS rating of ‘A(low)’ by the Servicer’s Owner, SCF, or in 

case SCF ceases to hold at least 75% of the SCB’s equity shares. 

 

 

Transaction Counterparty Risk  
 

 

 

SCB is both the Originator/Seller and Servicer for the Transaction.  SCB may be replaced as Servicer upon 

insolvency or intervention by the German regulators.  DBRS has conducted a Private Rating on SCB and 

concluded that SCB meets DBRS minimum criteria to act as originator and servicer. 

 

 

 

 

Deutsche Bank AG, London Branch is the Account Bank and the Principal Paying Agent for the Transaction.  

DBRS has conducted a Private Rating on the London branch of Deutsche Bank AG and concluded that 

Deutsche Bank AG, London Branch meets DBRS minimum criteria to act as Account Bank and the Principal 

Paying Agent. 

 

The transaction documents contain downgrade provisions with respect to Deutsche Bank AG’s roles as 

Account Bank and Principal Paying Agent consistent with DBRS criteria. 

 

 

 

 

SCB, as the Servicer of the Transaction, manages the Issuer’s funds and transfers collections to the Issuer’s 

accounts on each Payment Date.  In case of default of the Servicer, the Issuer’s money may be comingled 

in the Servicer’s estate.  Such comingling risk is mitigated by a specific reserve, the Comingling Reserve, 

which the Servicer has undertaken the obligation to fund upon loss of DBRS rating of ‘A’ by the Servicer’s 

Owner, SCF, or in case SCF ceases to hold at least 75% of the SCB’s equity shares (see above).  The amount 

to be deposited on the Commingling Reserve Account has to be calculated as the sum of (a) the scheduled 

collections expected for the relevant Collection Period and (b) 2.5% of the aggregated principal amount of 

the Class A Notes and Class B Notes.  DBRS understands that SCB has funded the Commingling Reserve on 

the Issue Date for an amount equal to € 42,486,425. 

 

 

 

 

HSBC Bank Plc is the Swap Counterparty for the Transaction.  DBRS has conducted a Private Rating on 

HSBC Bank Plc and concluded that HSBC Bank Plc meets DBRS minimum criteria to act as Swap 

Counterparty. 

 

Originator/Servicer 

Bank Accounts 

Commingling Risk 

Loan Administration Fees 

Swap Counterparty 
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The transaction documents contain downgrade provisions with respect to HSBC Bank Plc’s roles as Swap 

Counterparty consistent with DBRS criteria. 

 

 

Methodologies Applied 
 

The following are the primary methodologies DBRS applied to assign a rating to the above referenced 

transaction, which can be found on www.dbrs.com under the heading Methodologies, Alternatively, 

please contact info@dbrs.com, or contact the primary analysts whose information is listed in this report: 

 

• Rating European Consumer and Commercial Asset Backed Securitisations; 

• Legal Criteria for European Structured Finance Transactions; 

• Derivatives Criteria for European Structured Finance Transactions; 

• Operational Risk Assessment for European Structured Finance Servicers; and 

• Unified Interest Rate Model for European Securitisations. 

 

 

Monitoring and Surveillance 
 

Please refer to DBRS Master European Structured Finance Surveillance Methodology. 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

Note: 

All figures are in Euro unless otherwise noted.  
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