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Capital Structure 

Class Rating Outlook 
Amount 
(EURm) CE (%) 

Interest  
Rate (%) 

Final 
Maturity 

TT 
(%) 

TTLM
a
 

(x) 

A AAAsf Stable 1,000.0 8.2 1m Euribor + 
0.27% 

July 2018 93.0 116.3 

B A+sf Stable 30.1 5.4 1m Euribor + 
0.90% 

July 2018 2.8 3.5 

Subordinated 
Loan 

NRsf - 32.3 2.4 - July 
2018 

- - 

Total    1,062.4      
Reserve Fund   12.9      

Closing occurred on 25 October 2012. The transfer of the portfolio to the issuer occurred on 25 October 2012. The 
ratings assigned above are based on the portfolio information as of 30 September 2012 provided by the originator. 
a
 TTLM is the tranche thickness loss multiple which is the quotient between the tranche thickness in percent of total 

collateral and the portfolio loss base case assumption 

Transaction Summary 

The transaction is a securitisation of auto lease receivables originated to German individuals 

and companies by VW Leasing (VWL, the seller — not rated), a subsidiary of the Volkswagen 

Financial Services AG, itself a subsidiary of Volkswagen Group (‗A−‘/Positive/‗F2‘). The 

transaction characteristics are comparable to the existing securitisations under the VCL brand. 

Key Rating Drivers 

Performance of Underlying Receivables: The observed losses have decreased significantly 

since the start of the historical loss data delivery in 2002. This is due to both better economic 

conditions compared with 2003-2005, and improvements in origination/servicing.  

Fitch Ratings has derived its default and recovery assumptions from historical loss data and the 

performance of previous VCL transactions. A default assumption of 2% and a high to median 

stress (5.5x for ‗AAAsf‘) was applied. This reflects the low absolute level of the assumption and 

Fitch‘s through-the-cycle rating approach.  

Fitch‘s recovery assumption is derived from performance data for previous VCL transactions as 

no historical recovery data was provided. Fitch has used a recovery assumption of 60% which 

was stressed with a low to median recovery haircut (45% for ‗AAAsf‘). This reflects the stable 

observed recoveries and strong recovery process.  

Residual Values Are Security: Residual values (RVs) are not funded through the issuance of 

notes. Instead, RVs will be pledged to the issuer to cover commingling losses and potential tax 

liabilities. 

Counterparty Exposure: VWL acts as servicer while Volkswagen Bank GmbH (VW Bank) 

acts as data trustee. This creates a risk of servicing interruptions in a bankruptcy scenario 

involving Volkswagen Financial Services AG. A weakness, compared with other frequent issuer 

transaction structures, is the lack of formal servicer replacement mechanisms and provisions 

for payments should servicer reports not be available. Fitch believes that the risk is mitigated 

by the strength of the servicer and the standard nature of the assets. 

Stable Asset Outlook: The outlook for the German economy is stable for the next 12 months. 

A slowdown in the economy is possible, but a recession is unlikely. Corporate insolvencies, 

which are a loss driver for this transaction, are at a historically low level. A significant increase 

in corporate insolvencies is unlikely in the near term. 
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Transaction and Legal Structure 

Issuer & True Sale 

VCL Multi-Compartment S.A. is a Luxembourg-based securitisation company adhering to 

Luxembourg securitisation law. VCL Master S.A. — another Luxembourg-based securitisation 

company, intended to function as a warehousing vehicle — acquired certain lease receivables 

into its Compartment 1 (VCL Master Comp.1), related to selected lease contracts, from the 

seller (transaction 1). At closing, the issuer purchased certain receivables from VWL 

(transaction 2), selling on the authority granted by VCL Master Comp.1. 

The receivables include the finance portion, which amortises the purchase price of the vehicle 

to its agreed RV. The RV component itself is not refinanced via VCL 16. Further, certain other 

receivables are excluded, eg payments due from the lessee as compensation for the 

contractually agreed services, maintenance fees and excessive mileage payments. Fitch has 

received guidance from the transaction legal counsel that the service component of the lease 

contracts does not impede the legal enforceability of the receivables sold to the issuer.  

Furthermore, the VAT portion of any payments due from the lessee is excluded from the pool 

and is retained by VWL to be advanced to the local tax authorities. 

To secure the issuer‘s rights against the lessees, the security title to the leased objects has 

been forwarded from VCL Master S.A. to VCL 16. While the security title for all vehicles was 

transferred to protect the issuer in case of the lessees‘ default, the residual value components 

are only available for a part of the leasing contracts purchased by the issuer to cover VWL‘s 

counterparty risks, eg commingling, tax or set-off. This is because some of the residual values 

are funded via another securitisation vehicle (VCL Master S.A. Compartment 2). In total, 

residual values of EUR615m are available to cover VWL‘s counterparty risks, eg commingling, 

tax or potential set-off. In Fitch‘s analysis, these amounts were stressed, resulting in an 

expected amount available to cover seller risk of EUR363m. In Fitch‘s view, the cumulative 

amount of the available expected residual values is adequate to cover the overall expected 

exposure arising from the seller risks.  

   Figure 1 

Structure Diagram

a
 Receivables out of VCL Master Compartment 1 will be sold by VWL on the authority granted by VCL Master Compartment 1

Source: Transaction documents

Cash Collateral Account
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Related Criteria 

EMEA Consumer ABS Rating Criteria 
(July 2012)  

Global Structured Finance Rating Criteria  
(June 2012) 

Counterparty Criteria for Structured Finance 
Transactions (May 2012) 

Counterparty Criteria for Structured Finance 
Transactions: Derivative Addendum 
(May 2012) 

Structured Finance Tranche Thickness Metrics 
(July 2011) 

Assessing Tax Risk in German Structured 
Finance Transactions (June 2012) 

Criteria for Rating Caps in Global Structured 
Finance Transactions (August 2012) 

Criteria for Interest Rate Stresses in Structured 
Finance Transactions (March 2012) 
 

Residual value components are not 

refinanced in the VCL16 transaction. 
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Capital Structure and Credit Enhancement 

All securitised receivables were discounted with a single discount rate equal to 5.7016%. Due 

to technical reasons, the same discount rate was applied as used by VCL Master Comp.1, 

when initially purchasing the receivables from the seller. 

The following components have been considered when determining the discount rate. 

Figure 2 
Discount Rate Calculation 
 (%) 

Weighted average swap rate 0.5625 

Servicing fee 1.0000 
Senior expenses 0.0300 
Subtotal 1.5925 
Buffer release rate 4.1091 
Sum 5.7016 

Source: VW Leasing 

 

As the buffer release rate is directly released to the seller, the issuer ultimately only benefits 

from a discount rate of 1.5925%. 

The servicing fee component equals the amount due to VWL under the servicing agreement. 

As of closing, the balance sheet of the issuer‘s assets and liabilities for Compartment VCL 16 

can be seen in the table VCL 16 Balance Sheet. 

Figure 3 
VCL 16 Balance Sheet 
Asset Amount Liabilities Amount Size in % of receivables’ balance 

Receivables 1,075,271,649 Class A 1,000,000,000 93.0 
Cash reserve 12,903,000 Class B 30,100,000 2.8 
  Sub loan 32,268,649 3.0 
  Cash reserve 12,903,000 1.2 
  OC 12,903,000 1.2 
Sum 1,088,174,649  1,088,174,649 101.2 

Source: Fitch, Transaction documents 

 

The subordinated loan, having an initial share of 3.0% of the receivables‘ balance, together 

with overcollateralisation (OC; 1.2%) and a cash reserve will provide credit protection to the 

notes to be rated by Fitch. The cash reserve, which will be funded through a purchase price 

discount (PPD), is available to cover senior expenses and swap payments during the 

amortisation period, but will only be available to repay outstanding debt at the expected 

maturity date. 

Interest Rate Swap 

At closing, the issuer entered into two swaps to hedge itself against the fixed-floating interest 

rate mismatch. While it receives fixed interest payments from the receivables, its obligations 

under the notes are linked to one-month Euribor. 

The first swap is referenced to the interest due on the class A notes and the second to interest 

payments due on the class B notes. The class-specific margins are included. Both swaps are 

linked to the outstanding balance of the respective notes. 

Eligibility Criteria and Concentration Limits 
The eligibility criteria stipulate, inter alia, that:  

 no lease receivable was overdue as of the cut-off date; 

 on the cut-off date, at least two lease instalments have been paid in respect of each of the 

lease contracts; 

 each lease contract requires equal monthly payments and maturities will be within a time 

horizon of 12-60 months from origination; 

 the total amount of lease receivables attributable to any single lessee does not exceed 

EUR500,000; and 

Credit protection is provided through a 

subordinated loan, OC and a reserve 

fund. 

Key Parties 

Originator, Seller: Volkswagen 

Leasing GmbH (VWL) (NR) 

Servicer: Volkswagen Leasing GmbH 

(VWL) (NR) 

Security Trustee: Wilmington Trust SP 

Services (Frankfurt) GmbH (NR) 

Swap Counterparty: Royal Bank of 

Canada (‗AA‘/Stable/‘F1+‘), London 

branch 

Data Protection Trustee: Volkswagen 

Bank GmbH (NR) 

Cash Collateral Account Bank, 

Distribution Account Bank, 

Calculation Agent, Paying Agent: 

Elavon Financial Services Limited (AA- 

/Stable/F1+) 

Subordinated Lender: Volkswagen 

International Payment Services N.V. 

(NR) 

Corporate Services Provider: 

Wilmington Trust SP Services  

(NR)(Luxembourg) 
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 the status and enforceability of the receivables acquired is not impaired due to any other 

rights of the lessee. 

In the event of any breach of the eligibility criteria as of the closing date, the seller will have to 

repurchase the receivables within 60 days at a price equal to the net present value (NPV) using 

the discount rate mentioned below. 

The maximum tenor of the lease contracts equals 60 months, which is in line with previous VCL 

transactions. In combination with the requirement that at least two instalments have been paid 

already, the expected maturity of the portfolio would equal 58 months from closing onwards. 

Fitch has taken this risk horizon into account when setting its base case default and loss rates. 

Priority of Payments 

The transaction has a combined waterfall for all collections on outstanding receivables. The 

amount available to be distributed contains the following positions: 

1. collections from the acquired receivables;  

2. proceeds from the sale of the leased vehicle, in an amount equal to the issuer‘s funding 

share of the total lease contract; 

3. net swap payments from the swaps; 

4. following a level 1 or level 2 trigger breach (as described below), any investment earnings 

from the issuer‘s accounts; 

5. drawings from the cash collateral account; and 

6. less the buffer release amount to be paid directly to the originator. 

The transaction benefits from a cash reserve held by the issuer and available to cover senior 

expenses and interest payments due under the notes. Additionally, it can be used to redeem 

any outstanding balance of the notes on their expected maturity date. 

During the amortisation period, the cash reserve is maintained at its required amount, which is 

equal to the higher of: 

 1.20% of the outstanding asset balance; and 

 the lesser of: 

o EUR10.8m (ie 1.0% of the initial asset balance); or 

o the outstanding notes‘ balance. 

As the cash reserve amortises by an amount of 0.2% within the first few months, this share of 

the initially funded reserve does not provide credit protection; instead, it provides pure liquidity 

during the first few months of the amortisation. 

Figure 4 
Priority of Payments 

1-5 Senior expenses. 
6 Payments due to the swap counterparty, including termination fees in case the swap counterparty 

is not the defaulting party in accordance with the swap documentation. 
7 Accrued and unpaid interest on the class A notes. 
8 Accrued and unpaid interest on the class B notes. 
9 Replenishment of the cash reserve to its required level. 
10 Redemption of the outstanding balance of the class A notes, to the targeted class A note balance 

(see table, Targeted OC Levels). 
11 Redemption of the outstanding balance of the class B notes, to the targeted class B note balance 

(see table, Targeted OC Levels). 
12 All amounts due and payable under the swap agreement, following a swap termination attributable 

to the swap counterparty. 
13 Amounts payable in respect of accrued and unpaid interest on the subordinated loan. 
14 To the subordinated lender, until the aggregate principal amount of the subordinated loan has 

been reduced to zero. 
15 Balance to the seller. 

Source: Transaction documents, Fitch 

 

Transaction amortisation changes 

between sequential and pro-rata 

amortisation based on OC targets and 

loss triggers. 

Transaction amortisation changes 

between sequential and pro-rata 

amortisation based on OC targets and 

loss triggers. 
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Performance Triggers 

The targeted balance of the notes is set to meet a required OC amount. The OC amount 

equals the subordination to be provided through the purchase price discount (initially 1.2%), the 

subordinated loan (3.0%) and — for the class A notes OC only — the class B notes (2.8%). 

During the sequential redemption, the relative size of the class A and B notes to the asset 

balance will reduce until the target levels shown below are reached. Required OC levels 

(depending on two different trigger levels measuring the performance of the portfolio) are as 

follows. 

Figure 5 
Targeted OC Levels 
Trigger Class A (%) Class B (%) 

Initial available OC level 8.20 5.40 
Target OC, if no trigger breach 12.25 7.50 
Target OC, if level 1 trigger breached 14.00 8.25 
Target OC, if level 2 trigger breached/asset balance amortises below 10% 100.00 100.00 

Source: Transaction documents 

 

A level 1 trigger is hit if the cumulative net losses exceed the following thresholds: 

 prior to the 21 January 2014: 0.50%; and 

 after 21 January 2014 until 21 October 2014: 1.15%. 

A level 2 trigger is hit if cumulative net losses exceed the level of 1.6% at any payment date. 

Should any of these triggers be breached, the priority of payments will return to a sequential 

pay-down until either the new targeted OC is reached or the notes are repaid in full. 

Compared with Fitch‘s base case loss expectation (which will reach 0.8% after 60 months), 

these trigger levels are of limited protection. However, in Fitch‘s ‗AAAsf‘ and ‗A+sf‘ rating 

scenarios, these triggers would keep the allocation of principal in a sequential order over most 

of the amortisation period. This is due to the stressed loss rates that go beyond the trigger 

levels. 

As the target levels prior to any trigger breach are set higher than the initial amount, the 

transaction starts to amortise sequentially. If (a) the targeted OC is built up, and (b) no trigger is 

breached, the amortisation will switch to a pro rata allocation as long as the asset balance 

stays above 10% of its initial balance. 

Legal Opinions 

Fitch has reviewed legal opinions that cover German, English and Luxembourg law which 

support Fitch‘s analytical assumptions. These give opinions on, among other things: the 

enforceability of the obligations of the parties under the transaction; and that the bankruptcy 

remoteness of the issuer is legal, valid, binding and enforceable.  

Furthermore, since Royal Bank of Canada (‗AA‘/Stable/‘F1+‘), acting through its London 

branch, was appointed swap counterparty, Fitch reviewed a better view assessment regarding 

the flip clause enforceability under Canadian law provided by the transaction legal counsel. 

This assessment left some doubts about the enforceability of the flip clause under Canadian 

law. Nevertheless, this did not affect Fitch‘s rating analysis as the swap documentation is fully 

in line with Fitch‘s counterparty criteria, and the currently low interest rate environment 

combined with the short weighted average life of the transaction mean that any termination 

payment potentially to be paid by the issuer would be very small.  

Disclaimer 

For the avoidance of doubt, Fitch relies, in its credit analysis, on legal and/or tax opinions 

provided by transaction counsel. As Fitch has always made clear, Fitch does not provide legal 



Structured Finance 

     
 VCL Multi-Compartment S.A. – Compartment 16 

October 2012 
6  

and/or tax advice or confirm that the legal and/or tax opinions or any other transaction 

documents or any transaction structures are sufficient for any purpose. The disclaimer at the 

foot of this report makes it clear that this report does not constitute legal, tax and/or structuring 

advice from Fitch, and should not be used or interpreted as legal, tax and/or structuring advice 

from Fitch. Should readers of this report need legal, tax and/or structuring advice, they are 

urged to contact relevant advisers in the relevant jurisdictions. 

Asset Analysis 

Originator Overview 

VWL is a wholly-owned subsidiary of VW Financial Services AG (VWFS), which is part of 

Volkswagen Group (‗A−‘/Positive/‗F2‘). VWL‘s main activities are to promote the sale of the 

Volkswagen Group‘s automotive products (VW, Audi, SEAT, Skoda and VW Nutzfahrzeuge) 

and to strengthen customer loyalty to the Volkswagen Group brands. VWFS has 60 years‘ 

experience in the auto-financing business and benefits from the strong brand recognition 

enjoyed by the car manufacturer. 

Lease Products 

VWL offers financial leasing for new Volkswagen, Audi, SEAT, Skoda and VW Nutzfahrzeuge, 

service-leasing for commercial and non-commercial customers, and leasing of used cars 

produced by all manufacturers. Initially, the car is purchased by VWL. At the expiration of the 

leasing contract the vehicle will be sold by the car dealer or VWL. If the lessee wants to keep 

the car, it has to purchase the vehicle. Depending on contract terms, the risk of the residual 

value being different from the market value of the car is borne by the lessee or the car dealer. 

Residual value protection schemes have grown in popularity, whereby the car dealer can 

transfer such residual value risk fully or partially, against premium, to VWFS or the car 

manufacturer. 

Underwriting 

As VWL is a repeat issuer, Fitch conducts an on-site review at least annually. The last review 

was held in December 2011 by the agency‘s analysts. Overall, Fitch deems the underwriting 

and servicing capacities of VWL to be in line with market standards amongst the top German 

car finance companies; VWL also has a proven track record in its securitisation activity. In 

Fitch‘s opinion, the results of the review were satisfactory.  

VWFS manages its underwriting and distribution channel through the Leasing 

Operations/Underwriting department (LOU). The LOU processes all leases and co-

operates/builds relationships with a network of over 2,800 distributors/dealers. Supported by a 

separate fraud prevention team, the LOU is also responsible for fraud detection. LOU 

employees are expected to undergo three months of training before carrying out any 

operational tasks in the teams and will be offered a wide range of additional internal training to 

improve the consistency and quality of standards within the LOU.  

VWFS‘s policy is normally to employ people with several years‘ experience in banking or an 

appropriate business degree. The lease application process is highly automated once the 

dealer has forwarded the lease application, customer profile and information on the vehicle to 

be financed to the LOU. The LOU checks the overall commitment and legal status of the 

applicant, obtains the credit score from an external credit agency (Schufa, Creditreform, 

Buergel), scores the applicant based on the internal scoring system, and sends the decision to 

the dealer. For customers with good credit profiles, and if all necessary information has been 

made available in the lease application, the application may be automatically approved without 

involvement of VW Leasing staff. The remaining cases are evaluated by qualified credit 

officers. For corporate customers according to the Basel II definition, the application will be 

evaluated based on an internal rating system by at least two credit officers rather than by an 

automated approach.  

VWL is specialised in leasing 

Volkswagen Group brand vehicles to 

both commercial and non-commercial 

clients.   
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The authority to approve a lease depends on the seniority of staff. A junior lease administrator, 

for example, can approve a lease up to EUR50,000, while applications greater than 

EUR50,000 are approved by a senior lease administrator. Leases with a balance greater than 

EUR175,000 are managed by the special clients team. 

Residual Value Setting  

RVs as proposed by VWFS are the basis for the calculation of lease contracts. In case residual 

value risk is borne by VWFS, the car dealer has limited scope to increase or reduce RVs. 

However, in case the dealer takes the RV risk the RV proposal is not binding for the dealer. 

Nevertheless, 70% of all dealers directly take over VWL‘s RV proposal. 

Biannual RV committees are in place for different brands (e.g. VW, Audi, Skoda and Seat). The 

task of such committees is to decide on future RVs to be used in calculations of lease products. 

Committee members besides VWFS staff are dealers as well as representatives of the car 

manufacturer. Committees can also decide on launching or customising RV products or RV 

stabilisation programs such as used car programs or contract end changes.  

Servicing and Collections 

The debt management team is responsible for dealing with delinquent contracts. 

Lessees receive a call from VWFS‘s call centre as soon as possible after the due date to 

determine the reasons for the missed payment. Additionally, a reminder letter is sent out 12 

days — and a second letter 24 days — after the due date. A scoring system is used to 

determine which customers should be contacted first, depending on their risk profile. Team 

members have the authority to approve payment holidays as well as to accelerate the 

collection process. Processing of delinquent contracts, based on a priority framework rather 

than following a fixed time schedule, has proven to result in a more efficient allocation of 

(human) resources and to increase revenues. A third reminder letter is sent 36 days after the 

due date. The contract can be terminated and transferred to the collection department from 53 

days after the due date, following regulations on consumer protection. 

Following the termination of a contract, the case is transferred to the collection centre. This 

group is responsible for repossessions, second-hand marketing, court collections and charge-

offs. It employs external collection agencies, which are compensated on the basis of their 

performance and success rates.  

Vehicles can be repossessed following the effective date of the contract termination. VWFS 

normally obtains three bids from the dealer network before the vehicle is sold. A court 

settlement, to determine the borrower‘s outstanding obligation, is initiated around four months 

after the due date; the foreclosure process normally commences six months after the due date 

and is followed by the charge-off. 

Portfolio Summary 

The lease contracts finance vehicles manufactured by the Volkswagen Group, including VW, Audi, 

SEAT, Skoda and VW Nutzfahrzeuge, as well as a smaller portion of cars produced by other 

manufacturers. The characteristics of the provisional portfolio are shown in the table below. 

Figure 6 
Portfolio Characteristics 

Initial discounted pool size (EUR) 1,075,271,648.60 
Number of lease contracts 93,566 
Number of lessees 57,213 
Average balance per lessee (EUR) 18,794.2 
WA seasoning (months) 7.7 
WA remaining term 32.4 
Vehicle age <= 1 year (%)a 97.0 
Vehicle age 1-2 years (%)a 2.4 
Vehicle age 2-3 years (%)a 0.6 
Vehicle age >3 years (%)a 0.1 
Commercial customers (%)a 99.55 
Private customers (%)a 0.45 
a
 Percentages shown are by discounted lease balance  

Source: VW Leasing GmbH 
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The portfolio is well diversified in terms of: (i) single obligors; (ii) geographical distribution; and 

(iii) industry sectors of the lessees, according to VW Leasing‘s classifications.  

Portfolio Credit Analysis 
Loss Risk 

As VWL‘s data do not support the derivation of default and recovery rates, Fitch had to use the 

available information in reverse order, compared to its standard approach. 

1. Firstly, a base case loss rate was set, based on VWL‘s data. 

2. Secondly, a base case recovery rate was set, based on a peer review, data from previous 

VCL transactions and the experience of the servicer‘s collection department. 

3. Thirdly, the set recovery rate was used to scale the set loss rate up to a default rate. 

Loss data from VWL have been provided, reflecting write-offs according to the originator‘s 

accounting policy. These data are consistent with the losses in the transaction, on which the 

triggers are also based. Furthermore, the data reflect the issuer‘s share of the sale proceeds of 

foreclosed vehicles. Recovery collections that are received after the lease has been written off 

belong to VWL, according to the servicing agreement. As such, the issuer would not benefit 

from a potential increase in recoveries obtained after the lease is written off. However, as these 

recoveries have not been incorporated into the historical data, Fitch did not take such proceeds 

into account.  

The loss rate data for the overall originations of VWL and the securitised portfolios are shown 

in the following graph.  

   Figure 8 
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Analysing the vintages in detail shows that the previous VCL transactions have always performed 

like the overall origination of VWL from the respective year up to in general, the weighted average 

life of the portfolio. This has been in the range of 20-25 months. From that point onwards, the 

transactions have performed significantly better. In Fitch‘s view, this is because the transactions only 

finance the amortising share of the leases and exclude the RVs. However, the overall book data 

includes the RV losses and therefore will show higher loss rates. 

Fitch expects that this will lead to a cumulative loss rate for the securitised portfolio that will be 

lower than the overall annual vintages of VWL‘s total portfolio. As such, the total book vintages 

form a conservative basis for an expected loss rate. However, the agency still made use of this 

data as no other information is available from the originator that could serve as a better basis 

from which to start. 

Loss vintage curves have shown an improving trend. In Fitch‘s view, this is linked to the 

favourable economic environment in Germany between 2005 to 2007 and 2010 to 2012. 

Corporate insolvency rates — which Fitch deems to be the main indicator of the performance of 

a lease portfolio granted to micro-, small- and medium-sized companies — decreased during 

these benign economic periods. Corporate insolvencies have been decreasing since end-2009 

and are expected to stay stable or increase slightly towards the end of 2012. 

   Figure 7  

 

Fitch used originator specific historical 

loss data and recovery data from 

previous VCL transaction to derive its 

default assumption.   
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In Fitch‘s opinion, improvements in underwriting and collection processes have partially 

contributed to the increased performance of younger vintages. Based on this stable 

performance and stable macroeconomic forecasts, Fitch has set a base case loss rate of 0.8% 

for VCL 16. 

Defaults and Recovery Rates 

While overall data from VWL‘s book may be used to approximate the loss rates, recovery 

information cannot be obtained from it. Fitch has therefore relied on a peer comparison, 

coupled with reporting on outstanding VCL transactions, which provide a better data set. Based 

on this information, Fitch determined a base case recovery rate of 60%. 

Post-insolvency of the seller, it would still be the obligation of the insolvency administrator to 

foreclose the vehicle. This is because the security transfer to the issuer entitles the issuer only 

to benefit from the segregation of the foreclosure proceeds (Absonderung), but not the 

exclusion of the assets from the insolvency estate (Aussonderung). If the administrator 

forecloses the vehicles to the benefit of the issuer, the administrator is entitled to deduct related 

expenses from the amounts received (German insolvency law foresees 5% as guidance; 

however, this may be overruled if costs are substantially lower or higher). Additionally, the 

administrator is entitled to withhold 4% of the proceeds. While historically observed recoveries 

may already be net of foreclosure expenses (the first expense component described above), 

the second expense component is not reflected in such data. 

The impact of these additional costs, in Fitch‘s view, is relatively minor in high rating scenarios. 

This is because reductions would apply to relatively low asset values. As such, Fitch is 

comfortable that its haircuts adequately capture this further reduction of cash flows. 

Based on a loss rate base case assumption of 0.8% and a recovery rate base case assumption 

of 60.0%, Fitch determined a default rate base case assumption of 2.0%. 

The default rate base case for VCL 16 is lower than for previous VCL transactions. Fitch took 

comfort from the fact that historical loss data are somewhat affected by losses stemming from 

RVs, which will not be allocated to VCL 16. Further, previous VCL transactions have 

outperformed Fitch‘s base case assumptions and the recent loss vintages have shown a stable 

to positive trend. Due to these observations, and combined with Fitch‘s stable forecast, the 

agency deems the default rate base case to be an adequate assumption. 

Figure 9 
Expectations (%) 
Product Default rate expectations Recovery rate expectations Loss rate expectations 

Auto leases 2.00 60.0 0.8 

Source: Fitch 

 

Defaults and Recovery Stresses 
 

Figure 10 
Stressed Assumptions  
(%) Rating default rate Rating recovery rate Rating loss rate 

AAAsf 11.0 33.0 7.4 
A+sf 7.1 42.0 4.1 

Source: Fitch 

 

In line with its criteria, Fitch has applied above median multiples to the default rate expectation 

of 2.00% (5.5x for ‗AAAsf‘, 3.54x for ‗A+sf‘) and lower than average recovery stress haircuts 

(45.0% for ‗AAAsf‘ and 30.0% for ‗A+sf‘) to its recovery rate expectation of 60.0%. The default 

multiple reflects the low absolute level of the assumption and Fitch‘s through the cycle rating 

approach. The recovery haircut reflects the stable observed recoveries and strong recovery 

process. 

Fitch has set a base case loss rate of 

0.8% for VCL 16 to reflect improved 

underwriting and collection processes 

as well as stable macroeconomic 

forecast. 
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Asset Outlook 

The German economy performed better than expected in Q112. A rebound in net exports, 

combined with positive growth in household and government consumption, meant German real 

GDP increased 0.5% qoq in Q112 after contracting 0.2% qoq in Q411.  

Despite the deteriorating outlook on eurozone growth, Fitch does not expect the German 

economy to enter recession. However, weaker growth in H212 is likely. A slowdown in 

Germany‘s manufacturing and export sectors, due to the weaker external environment, remains 

the largest downside risk to Germany‘s GDP outlook for 2012. Vulnerabilities in these sectors 

have recently been reflected in declining volumes for new factory orders, weakness in IFO 

business sentiment and contraction in industrial production. 

Compensating for the downside risks are the economy‘s solid domestic fundamentals. 

Germany benefits from a strong labour market. Unemployment at 6.8% is falling and remains at 

the lowest level since German reunification in 1990. Fitch expects the unemployment rate to 

slightly decrease in 2013 to 6.7% and in 2014 to 6.5%. Compared with its European 

counterparts, economic growth over the medium term is not constrained by severe 

programmes of necessary fiscal consolidation. 

A slowdown in the economy is possible, but a recession at this stage is seen as unlikely. No 

significant increase in corporate insolvencies is expected in the coming months. The economic 

environment is expected to be stable over the next 12 months.  

Residual Value Risk 

VCL 16 does not finance RVs but benefits from RVs being available for part of the lease 

contracts purchased by the issuer to cover seller-related risk. 

In total, RVs, in an amount of EUR615m, have been transferred to the issuer to act as collateral 

for the issuer‘s exposure, should VWL fail to perform its contractual obligations (please see 

section on counterparty risks). 

Prepayment Risk 

Fitch derived its base case prepayment assumption using data from the VCL No. 8-12 

transactions, as the originator has not provided the agency with overall book data on 

prepayments. 

   Figure 11 
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The agency estimated an annual base case prepayment rate of 4.0%. This base case was then 

stressed to achieve a high prepayment assumption in the respective rating scenarios. For 

example, the base case was multiplied by 1.5x in the ‗AAAsf‘ scenario. Furthermore, Fitch also 

tested a scenario with zero prepayments.  

 

The economic environment is expected 

to be stable over the next 12 months.  
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Financial Structure and Cash Flow Modelling 

Fitch used its proprietary ABS cash flow model to test whether the available credit 

enhancement for each class of notes was sufficient to enable timely payment of interest and 

ultimate payment of principal by final maturity in various stress scenarios. 

The defaults were allocated using the default timings for portfolios with short terms, as per 

Fitch‘s EMEA Consumer ABS Rating Criteria. The default timing observed in the historical data 

is best described by the back-loaded timing in the criteria. The agency assumed that a vehicle 

is typically foreclosed within six months. 

A fully funded reserve account was assumed at the start of the amortisation period. The 

portfolio amortisation was modelled based on the data provided to Fitch. Defaults, recoveries 

and prepayments were applied as per the stressed assumptions. Interest income was 

generated on non-delinquent receivables at a rate equal to 1.5925%, i.e. discount rate less 

buffer rate. Available cash was distributed in line with the transaction‘s priority of payments. 

Fitch tested the transaction‘s sensitivity to different default distributions (front-loaded, even and 

back-loaded), combined with high or low prepayments as well as rising, decreasing or stable 

interest rates. Overall, the structure is relatively robust and shows limited sensitivity to changes 

in the input parameters. 

In higher rating scenarios the cumulative losses lead to a breach of the loss trigger levels. As a 

result, the target OC levels are increased and, in fact, never reached, which means that the 

amortisation remains sequential throughout the transaction‘s life. 

Upward interest rate movements lead to a higher interest amount being earned on the cash 

account, thus providing a benefit for the transaction. The opposite is true for downward interest 

rate scenarios. 

Initially the transaction benefits from the fact that the asset balance is higher than the liability 

balance due to OC which increases the available distribution amount. However, in higher rating 

scenarios the difference in the balances is eliminated by cumulative losses. 

Rating Sensitivity1 

This section of the report provides a greater insight into the model implied sensitivities the 

transaction faces when one risk factor is stressed, while holding others equal. The modelling 

process first uses the estimation and stress of base case assumptions to reflect asset 

performance in a stressed environment, and secondly, the structural protection was analysed in 

a customised proprietary cash flow model (see Financial Structure and Cash Flow Modelling). 

The results below should only be considered as one potential outcome given that the 

transaction is exposed to multiple risk factors that are all dynamic variables. 

Rating Sensitivity to Default Rates 

The tables below reflect rating changes if the base case default or recovery rate for the portfolio 

is increased or decreased by a relative amount. For example, increasing the base case default 

rate by 50% may result in a two-notch downgrade for the class A note, from ‗AAAsf‘ to ‗AAsf‘. 

Rating Sensitivity to Increased Default Rate Assumptions 
 Class A Class B 

Original default base case  AAAsf A+sf 
Increase in default rate base case by 10%  AAAsf A+sf 
Increase in default rate base case by 25%  AA+sf A+sf 
Increase in default rate base case by 50%  AAsf Asf 

Source: Fitch 

 

                                                           
1 These sensitivities only describe the model-implied impact of a change in one of the input variables. This 

is designed to provide information about the sensitivity of the rating to model assumptions. It should not 
be used as an indicator of possible future performance 

In Fitch‘s view, the transaction‘s 

structure is relatively robust and shows 

limited sensitivity to changes in the 

input parameters. 
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Rating Sensitivity to Recovery Rates 

The change in rating if the base case recovery rates are adjusted is demonstrated below. 

Rating Sensitivity to Reduced Recovery Rate Assumptions 

 Class A Class B 

Original recovery rate (RR) base case  AAAsf A+sf 
Decrease in RR base case by 10%  AAAsf A+sf 
Decrease in RR base case by 25%  AAAsf A+sf 
Decrease in RR base case by 50%  AA+sf Asf 

Source: Fitch 

 

Rating Sensitivity to Shifts in Multiple Factors 

The table below summarises the rating sensitivity to stressing two factors simultaneously. 

Three scenarios are evaluated to demonstrate the sensitivity of the rating to varying degrees of 

stress, ie mild, moderate and severe changes to the expected level of defaults and recoveries. 

Rating Sensitivity to Multiple Factors 

 Class A Class B 

Original base case assumptions AAAsf A+sf 
Mild stress: Default rate increase by 10%, recovery rate decrease of 10% AAAsf A+sf 
Moderate stress: Default rate increase by 25%, recovery rate decrease of 25% AAsf Asf 
Severe stress: Default rate increase by 50%, recovery rate decrease of 50% A+sf BBBsf 

Source: Fitch 

 

Criteria Application, Model and Data Adequacy 

Criteria Application 

Due to the nature of the underlying receivables, which are highly granular and homogenous 

with respect to default risk, the transaction was analysed using the EMEA Consumer ABS 

Rating Criteria, dated July 2012 and available at www.fitchratings.com. 

Model 

The agency has used its proprietary cash flow model to analyse the issuer‘s ability to meet its 

payment obligations under different stress assumptions. 

Data Adequacy 

Fitch was provided with portfolio stratification data showing various parameters, including the 

lease balance, original term, remaining term, regional distribution, vehicle type, new and used 

vehicle split, obligor type, lease type, vehicle manufacturer and residual values. This allowed 

the agency to perform a detailed analysis of the initial pool. 

VWL provided static historical loss data for its total leasing book in monthly vintage form, 

covering the period from January 2002 until May 2012. Historical data on defaults and 

recoveries was not provided. Fitch notes that this is below market standards for comparable 

transactions, although it is partly compensated by the length of historic data and the 

performance data available for previous VCL transactions. Using data for predecessor 

transactions, Fitch derived its recovery and prepayment assumptions.  

In addition, the agency received dynamic monthly delinquency data for the period from 

December 2008 until May 2012, as well as the amortisation profile. 

Overall, the data provided by VWL together with the performance data of previous VCL 

transactions was of sufficient quality and quantity to assign expected ratings. Fitch has 

performed a file review during its latest originator review to gain comfort with the data quality 

and expects to receive an AUP report before assigning final ratings for this transaction. 

http://www.fitchratings.com/
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Counterparty Risk 

Servicing 

VWL will act as servicer for the transaction. The transaction documentation contains no formal 

back up servicing arrangements. Should the servicer need to be replaced the responsibilities 

for facilitating are not clearly defined – which is a weakness – but it is Fitch‘s expectation that 

the issuer would work together with the security trustee to appoint a new servicer. Servicer 

continuity risk is mitigated by the strength of the servicer, the availability of potential back-up 

servicers in the market together with the sufficient liquidity provided by the reserve fund in case 

of payment disruption.  

VW Bank will act as data trustee. This creates a risk of cash flow and servicing interruptions in 

a bankruptcy scenario involving Volkswagen Financial Services AG, the parent of the two 

finance companies. 

The servicer is responsible for providing the calculation agent with a servicer report which is 

used as a basis for the payments on payment date. The transaction documentation does not 

contain provisioning for possible situations where the servicer reports would not be received in 

time. In such a situation it is unclear if payment could be made, which is a weakness of the 

structure. Fitch expects that even in the case of servicer insolvency operations would continue 

until a replacement servicer is found.      

Account Bank 

The issuer holds its accounts with Elavon Financial Services Limited (‗AA-‗/Stable/‘F1+‘). The 

account bank agreement contains downgrade provisions linked to the rating of the account 

bank. Should Elavon Financial Services Limited be downgraded below ‗A‘ or ‗F1‘, Elavon 

Financial Services Limited is required, at its own cost, to: transfer the balance of the account to 

another bank rated at least ‗A‘/‗F1‘; establish a guarantee from an appropriately rated entity; or 

take any other action to prevent a downgrade on the notes by certain rating agencies. If none 

of these actions are taken by Elavon Financial Services Limited, the issuer is entitled to 

terminate the agreement.  

Swap Counterparty 

Royal Bank of Canada, acting through its London branch, has been appointed swap 

counterparty. The credit standing of this entity supports the assigned ratings. The swap 

documentation is in line with Fitch‘s swap counterparty criteria. For details on Fitch‘s swap 

criteria, please refer to the criteria report Counterparty Criteria for Structured Finance 

Transactions: Derivative Addendum, published 30 May 2012 and available at 

www.fitchratings.com. 

Set-Off 

The eligibility criteria exclude set-off rights as of the closing date. 

Potential set-off risk however can arise from the service component, which is agreed with 

certain lessees. Contractually, lessees are obliged to pay for two main components in the lease 

agreement: 

 the finance part, which compensates the lessor for leasing the vehicle to the lessee; and 

 the service part, which compensates the lessor for the services provided during the lifetime 

of the lease. 

In case of an insolvency of VWL, certain legal aspects have to be taken into account to assess 

whether the insolvency administrator would be entitled to terminate the service part. Fitch 

obtained guidance from transaction counsel that, in its view, the administrator would have no 

right to terminate the agreement, based on an exception in the German insolvency code 

(section 108 (1) 2 Insolvenzordnung (InSo). This is in line with the view taken by Fitch on the 

previous VCL transactions. 

Risk from set-off arising from servicing 

components and deposits is seen as 

limited for this transaction.  

http://www.fitchratings.com/
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In case of a continuation of the lease, including the service component, the insolvent VWL 

would be obliged to fulfil this contractual obligation. If it failed to do so, a compensation claim 

arises to the lessee. The terms and conditions of the lease agreements foresee that such 

claims against the lessor can only be set-off with claims against the lessee, providing they are 

―finally adjudicated‖ and ―undisputed‖. The transaction counsel expressed its view that this 

clause should also be maintained in court. While it can be assumed that both issuer and 

administrator will dispute any counterclaim of the lessee, the lessee would also be required to 

invest time and effort to reach an enforceable decision in court. The transaction counsel 

expresses its view that the lessee also has no right to retain the finance lease payments.  

From a legal standpoint, Fitch received clear and strong opinions from the transaction counsel 

that the transaction would not be exposed to the risk of losses resulting from set-off or 

termination rights. Independent from the legal point of view, in its analysis, Fitch also looked at 

the impact of various factual scenarios that are based on potential reactions of the lessees and 

the insolvency administrator. Overall, the agency concluded that the risks to the transaction are 

very limited.  

Set-off from deposits is not relevant for this transaction as VWL does not take deposits. VW 

Bank is a deposit taking entity within the Volkswagen Group, but legally separated from VWL. 

Commingling 

Borrowers pay the monthly lease instalments to the servicer. The lease payments are 

deposited in the collection account with the servicer, from which funds are transferred into the 

issuer‘s account on the 21st of each month (the payment date of the transaction). A high 

degree of collections are received during the first business days of each month. If a default of 

the servicer materialises one day prior to the payment date, up to two months‘ collections may 

be lost. 

   Figure 12 
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This commingling scenario can have two effects. 

 The stoppage of the cash flow stream from the initial servicer will create a liquidity shock at 

the issuer level; only after the cash flow stream is re-established will the issuer again be 

able to meet its payment obligations from the portfolio‘s collections (see Liquidity Shortfall 

below). 

 The loss of collections within the insolvency estate of VWL will ultimately lead to a 1:1 loss 

for the investors, assuming a low recovery rate on the issuer‘s claim. To mitigate the credit 

risk against VWL, the issuer‘s claim to the collections received, but not transferred to the 

issuer, is by additional RVs (see Loss Coverage below). 
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Please see below for the results of the analysis as regards residual values being able to cover 

various counterparty exposures to VWL. 

Liquidity Shortfall 

In its cash flow model, Fitch tested whether the cash reserve was able to cover the issuer‘s 

obligations under the swaps and the ongoing senior expenses. Based on the agency‘s 

calculations, the available cash reserve is sufficient to maintain these payments for at least 

seven months. Fitch deems this horizon sufficient to cover a disruption in the collection process 

and to re-establish the same, even with a third party.  

Loss Coverage 

On the loss side, Fitch tested whether, based on the amortisation profile of the leases, the 

expected residual value proceeds would be sufficient to compensate for the potential loss. Fitch 

assumed that a total amount of two instalments (including prepayments) would be lost in the 

insolvency estate. Given the sizeable amount of available collateral, the test is positive, even if 

severe haircuts are applied (and taking into account that the RVs are also used to cover certain 

tax risks applicable to German leasing transactions). 

Tax Risk 
Secondary Liability – 13c VAT 

According to German VAT legislation, an assignee (the issuer) of receivables can be held liable 

for any VAT not duly paid by the assignor (the seller) to the German tax authorities for all sales 

of receivables after 7 November 2003. 

As described in more detail in Fitch‘s German tax report (see below for reference), the amount 

at risk is based on 19% of the collections received, multiplied by the purchase price discount of 

2.4%. The risk that the seller has not duly paid VAT to the tax authorities, and that the issuer 

will be held liable for any related amounts, is covered by the available residual values which 

may be used for any claims against the seller. 

Trade Tax 

In case the tax authorities deem the SPV to be taxable in Germany, the issuer could be subject 

to German trade tax, applied on the basis of 25% of the overall interest debt. In this instance, 

the effective rate would be 15.75% (note that German trade tax is levied on a municipal level). 

If a tax audit was initiated and a tax audit report stated that the issuer was subject to German 

tax, VWL would be obliged to pay a trade tax reserve to the issuer. Furthermore, in case of a 

subsequent increase in the municipal or central tax rate, the seller would be obliged to credit 

additional tax reserves to the reserve account. This obligation is covered by the recourse 

against the residual value. 

For details on listed tax risks in structured finance transactions, please refer to Fitch‘s report 

Special Report: Assessing Tax Risk in German Structured Finance Transactions, published 20 

June 2012 and available at www.fitchratings.com. 

Residual Values to Cover Exposure Against VWL 

As discussed above, VCL 16 does not finance residual values but benefits from RVs pledged to 

the issuer to cover seller-related risk. 

In total, residual values, in an amount of EUR615m, have been pledged to the issuer to act as 

collateral for the issuer‘s exposure, should VWL fail to perform its contractual obligations.  

These obligations include: 

 losses following a breach of representations and/or warranties by the seller; 

 the servicer failing to transfer the full amount of collections to the distribution account 

(commingling); or  

 the seller failing to provide the required amount to cover the tax liabilities of the issuer. 

RVs that benefit the transaction offer 

protection against potential 

commingling and tax risks.  
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In line with Fitch‘s RV criteria, sale proceeds were stressed for a ‗AAAsf‘ scenario, according to 

the following assumptions. 

Figure 13 
Residual Value Stress (AAAsf) 
 (%) 

Base case sales proceeds 97 
Sale costs 2.3 
Insolvency administrator fee 4 
Adjusted base case sales proceeds 91 
Rating stress 35 
Total reduction 41 

Source: Fitch 

 

Fitch tested whether the stressed realisation proceeds were sufficient in a scenario where the issuer 

was exposed to commingling losses, in addition to the trade tax, as well as VAT risk materialising. 

The agency checked each point in time between closing and maturity, assuming: (i) a loss of two 

months‘ collections; (ii) a trade tax liability of 15.75% in respect of 25% of the interest debt; and (iii) a 

potential VAT obligation (19.0%) on the purchase price discount of 2.2%.  

Compared with previous VCL transactions, RVs available for the issuer are lower. Thus, 

towards maturity of the transaction, the excess of the expected residual value amount over 

seller-related risk is also lower, compared with previous VCL transactions. Nevertheless, 

stressed future sale proceeds were sufficient to cover the assumed seller-related risk.  

As the first lease contracts reach their scheduled maturity in month 10, Fitch assumed that the 

first sale proceeds would not be available earlier than month 10. Should the stress assumptions 

described above realise prior to month 10, timely payment of interest will be ensured through 

drawings on the cash reserve, while the scheduled amortisation of the notes will be deferred 

until the RVs are realised. Under this scenario, the notes could not be redeemed, thus creating 

higher interest payments under the notes during this period of time.  

In Fitch‘s view, the available cash reserve is sufficient to cover the liquidity shortfall. 

Performance Analytics 

Throughout the life of the transaction, Fitch will monitor the performance of the collateral and 

any changes at the servicer, or with the structure, that may influence the ratings of the notes. 

Fitch will receive monthly investor reports detailing the performance of the portfolio. These will 

provide the basis for the agency‘s surveillance of the transaction‘s performance against both, 

base case expectations and the performance of the industry as a whole. Where appropriate, 

the agency may request to monitor further data from the originator or the servicer. The ratings 

of VCL Multi-Compartment S.A.  Compartment 16 will be reviewed by a committee at least 

once every 12 months, or when considered appropriate (eg in the event of a deterioration in 

performance, an industry-wide development, or a change at the originators or the servicer that 

may influence the transaction) with any affirmation or change in the ratings disseminated 

publicly. 

Fitch‘s quantitative analysis will focus on monitoring the key performance parameters 

(delinquencies, defaults, recoveries and prepayments) against the base case assumptions. 

Fitch‘s structured finance performance analytics team ensures that the assigned ratings 

remain, in the agency‘s view, an appropriate reflection of the issued notes‘ credit risk. Details of 

the transaction‘s performance are available to subscribers at www.fitchratings.com. 

Please call the Fitch analysts listed on the first page of this report with any queries regarding 

the initial analysis or the ongoing performance. 

The transaction‘s ratings will be 

reviewed by a committee at least once 

every 12 months, or when considered 

appropriate.  

http://www.fitchratings.com/
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Appendix A: Transaction Overview 
 

VCL Multi-Compartment S.A. - Compartment 16 Germany/ABS 

Figure 14 

Capital Structure 
Class Ratings Rating outlook  Size (%) Size (EURm) CE

a
(%) PMT freq. Final maturity TT (%) TTLM (x) 

A AAAsf Stable 93 1000.0 8.2 Monthly July 2018 93.0 116.3 
B A+sf Stable 2.8 30.1 5.4 Monthly July 2018 2.8 3.5 
Subordinated loan NR - 3.0 32.3 2.4 Monthly July 2018 -  
Total    1,062.4      

Cash reserve Initial 1.2% Credit Enhancement Overcollateralization 1.2% 

 Target 1.2%  Cash reserve 1.2% 

 Floor 1.0%  Excess spread - 

Scheduled revolving period none Swaps – Class A and class B fixed to floating swaps  
a
 The credit enhancement consists of over collateralisation based on a discounted asset balance of EUR1,075m and the reserve fund of EUR12.9m. 

Source: Fitch 
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Details  Parties 

Closing date 25 October 2012 Seller/originator Volkswagen Leasing GmbH 
Country of assets and type Germany/auto leases Servicer Volkswagen Leasing GmbH 
Country of SPV Luxembourg Backup Servicer - 
Analysts  Issuer VCL Multi-Compartment S.A. – Compartment VCL 16 
Tuuli Krane +49 69 768076170 Issuer account bank 

provider 
Elavon Financial Services Limited 

Dr. Georgy Kharlamov +49 69 768076263 Guarantor - 
Performance analyst  Security trustee Wilmington Trust SP Services (Frankfurt) GmbH 
Traycho Nikolov +49 69 768076150 Swap counterparty Royal Bank of Canada (‗AA‘/Stable/‘F1+‘) 
  Frequency  Monthly 

Source: Fitch 

 

Key Rating Drivers 

 Performance of Underlying Receivables: The observed losses 
have decreased significantly since the start of the historical loss 
data delivery in 2002. This is due to both better economic 
conditions compared with 2003-2005, and improvements in 
origination/servicing. Fitch Ratings has derived its default and 
recovery assumptions from historical loss data and the 
performance of previous VCL transactions. A default assumption of 
2% and a high to median stress (5.5x for ‗AAAsf‘) was applied. This 
reflects the low absolute level of the assumption and Fitch‘s 
through the cycle rating approach.  

 Fitch‘s recovery assumption is derived from performance data for 
previous VCL transactions as no historical recovery data was 
provided. Fitch has used a recovery assumption of 60% which was 
stressed with a low to median recovery haircut (45% for ‗AAAsf‘). 
This reflects the stable observed recoveries and strong recovery 
process. 

 Residual Values Are Security: RVs are not funded through the 
issuance of notes. Instead, RVs will be pledged to the issuer to 
cover commingling losses and potential tax liabilities. 

 Counterparty Exposure: VWL will act as servicer function while 
VW Bank as data trustee. This creates a risk of servicing 
interruptions in a bankruptcy scenario involving Volkswagen 
Financial Services AG. A weakness, compared with other frequent 
issuer transaction structures, is the lack of formal servicer 
replacement mechanisms and provisions for payments should 
servicer reports not be available. Fitch believes that the risk is 
mitigated by the strength of the servicer and the standard nature of 
the asset class. 

 Stable Asset Outlook: The outlook for the German economy is 
stable for the next 12 months. A slowdown in the economy is 
possible, but a recession is unlikely. Corporate insolvencies, which 
are a loss driver for this transaction, are at a historically low level. A 
significant increase in corporate insolvencies is unlikely in the near 
term. 

Source: Fitch 
 

 Simplified Structure Diagram

Source: Transaction documents
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Appendix B: Transaction Comparison 
 

 

Figure 15 
Counterparties 

 VCL 11 VCL 12 VCL 16 
Bavarian Sky 
Compartment 2 

Bavarian Sky 
Compartment 3 

Issuer VCL Multi Compartment S.A. 
– Compartment 11 

VCL Multi Compartment S.A. 
– Compartment 12 

VCL Multi Compartment S.A. 
– Compartment 16 

Bavarian Sky S.A. 
Compartment 2 

Bavarian Sky S.A. 
Compartment 3 

Closing date 23 Oct 09 27 Sep 2010 25 October 2012 10 February 2010 18 July 2012 
Registered office Luxembourg Luxembourg Luxembourg Luxembourg Luxembourg 
Originator VWL VWL VWL BMW Leasing GmbH BMW Bank GmbH 

Source: Fitch, Transaction documents 

 

Figure 16 
Notes as of Closing 

Class A      
Rating AAAsf AAAsf AAAsf AAAsf AAAsf 
Amount (EURm) 500.0 500.0 1,000.0 742 769.6 
Credit 
enhancement (%)a 

9.7 9.7 8.2 11.5 9.3 

Class B      
Rating A+sf A+sf A+sf Asf AA-sf 
Amount (EURm) 19.1 19.1 30.1 58 30.4 
Credit 
enhancement (%) 

6.2 6.2 5.4 4.3 5.5 

Sub-loan      
Rating NR NR NR NR NR 
Amount (EURm) 21.9 21.9 32.3 34 44 
a 
Credit enhancement is shown including the full reserve fund of 1.2%  

Source: Fitch, Transaction documents 

 

Figure 17 
Portfolio Summary as of Closing 

Type Static Static Static Revolving Revolving 
Type of receivables Auto leases Auto leases Auto Lease Auto leases Auto leases 
Total discounted 
principal amount 
(EUR) 

546,449,442 546,452,076 1,075,271,649 799,999,374 799,999,252 

Number of 
contracts 

40,594 47,890 93,566 69,819 71,847 

Av. outstanding 
balance (EUR) 

13,461 11,411 18,794.2 11,458 11,135 

WA remaining term 
(months) 

36 32 32 25 27 

WA seasoning 
(months) 

4 8 8 11.0 9.5 

WA original term 
(months) 

40 40 40 36 37 

Max. original term 
(months) 

60 60 60 60 60 

Source: Fitch, Transaction documents 

 

Figure 18 
Collateral by Balance (%) 

New vehicles 92.9 92.8 95.3 92 90 
Used vehicles 3.5 4.1 1.8 8 10 
Demonstration 
vehicles 

3.6 3.1 2.9 n.a. n.a. 

Source: Fitch, Transaction documents 

 

Figure 19 
Base Case Assumptions 

Default rate (%) 3.3 3.0 2.0 Commercial: 3.9 Private: 2.5 Commercial: 2.5 Private: 1.1  

Recovery (%) 61.0 60.0 60.0 64.0 65.0 
Prepayment rate (%) Year 1: 3.3,Year 2: 4.0, 

Year 3: 4.0 
Year 1: 3.3, Year 2: 4.0, 
Year 3: 4.0 

4.0 8.0 4.0 

Source: Fitch 
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