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Fitch Downgrades Paragon 11 and 14's Short-term Ratings

Fitch Ratings-London-04 June 2015: Fitch Ratings has downgraded Paragon Mortgages (No. 11) Plc and
Paragon Mortgages (No. 14) Plc, as follows:

Paragon Mortgages (No. 11) Plc
Class A1 (XS0246900756): Short-term rating downgraded to 'F2sf' from 'F1sf'

Paragon Mortgages (No. 14) Plc
Class A1 (US69913FAA57): Short-term rating downgraded to 'F2sf' from 'F1sf'

The rating action follows the downgrade of the Royal Bank of Scotland's (RBS; BBB+/Stable/F2) Short-term
rating to 'F2' from 'F1' (Fitch Downgrades Royal Bank of Scotland Group to 'BBB+' Upgrades VR to 'bbb+', 19
May 2015).

KEY RATING DRIVERS

The note tranches were structured to be issued on an annual, revolving basis. Unless noteholders exercised
their right to retain the notes, they would be automatically tendered for remarketing. The remarketing bank would
then first try to sell the notes in the open market or, if unsuccessful, would require the conditional purchaser to
acquire them. Ultimately, the Short-term ratings on these notes reflect the ability of the conditional purchaser to
acquire them every year. As a result, the Short-term ratings of these notes are credit-linked to the conditional
purchaser.

RBS is the conditional purchaser for both Paragon 11 and 14. Following the downgrade of RBS's Short-term
rating, Fitch is downgrading the Short-term ratings of the notes to the same level as RBS.

The Long-term ratings of the notes are unaffected.

RATING SENSITIVITIES
Rating action on RBS's Short-term rating would trigger equivalent rating action on the notes.

DUE DILIGENCE USAGE
No third party due diligence was provided or reviewed in relation to this rating action.

DATA ADEQUACY

Fitch has checked the consistency and plausibility of the information it has received about the performance of the
asset pools and the transactions. There were no findings that were material to this analysis. Fitch has not
reviewed the results of any third party assessment of the asset portfolio information or conducted a review of
origination files as part of its ongoing monitoring.

Fitch did not undertake a review of the information provided about the underlying asset pool ahead of the
transaction's initial closing. The subsequent performance of the transaction over the years is consistent with the
agency's expectations given the operating environment and Fitch is therefore satisfied that the asset pool
information relied upon for its initial rating analysis was adequately reliable.

Overall, Fitch's assessment of the information relied upon for the agency's rating analysis according to its
applicable rating methodologies indicates that it is adequately reliable.

SOURCES OF INFORMATION
The information below was used in the analysis.
- Transaction reporting provided by The Paragon Group as at February 2015.

MODELS
No models were used in this analysis.
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Media Relations: Athos Larkou, London, Tel: +44 203 530 1549, Email: athos.larkou@fitchratings.com.
Additional information is available at www.fitchratings.com.

Applicable Criteria

EMEA Residential Mortgage Loss Criteria (pub. 31 Mar 2015)
(https://www.fitchratings.com/creditdesk/reports/report_frame.cfm?rpt_id=864266)

Counterparty Criteria for Structured Finance and Covered Bonds (pub. 14 May 2014)
(https://www.fitchratings.com/creditdesk/reports/report_frame.cfm?rpt_id=744158)

Counterparty Criteria for Structured Finance and Covered Bonds: Derivative Addendum (pub. 14 May 2014)
(https://www.fitchratings.com/creditdesk/reports/report_frame.cfm?rpt_id=744175)

Criteria Addendum: UK - Residential Mortgage Loss and Cash Flow Assumptions (pub. 30 May 2014)
(https://www.fitchratings.com/creditdesk/reports/report_frame.cfm?rpt_id=748367)

Criteria for Sovereign Risk in Developed Markets for Structured Finance and Covered Bonds (pub. 20 Feb 2015)
(https://www.fitchratings.com/creditdesk/reports/report_frame.cfm?rpt_id=862115)

EMEA RMBS Cash Flow Analysis Criteria (pub. 31 Mar 2015)
(https://www.fitchratings.com/creditdesk/reports/report_frame.cfm?rpt_id=864265)

EMEA RMBS Master Rating Criteria (pub. 31 Mar 2015)
(https://www.fitchratings.com/creditdesk/reports/report_frame.cfm?rpt_id=864273)

Global Criteria for Lenders' Mortgage Insurance in RMBS (pub. 23 Jun 2014)
(https://www.fitchratings.com/creditdesk/reports/report_frame.cfm?rpt_id=749070)

Global Structured Finance Rating Criteria (pub. 31 Mar 2015)
(https://www.fitchratings.com/creditdesk/reports/report_frame.cfm?rpt_id=864268)

Additional Disclosures
Solicitation Status (https://www.fitchratings.com/gws/en/disclosure/solicitation?pr_id=985883)
Endorsement Policy (https://www.fitchratings.com/jsp/creditdesk/PolicyRegulation.faces?context=2&detail=31)

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. PLEASE READ
THESE LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS LINK:
HTTP://FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS
(http://ffitchratings.com/understandingcreditratings). IN ADDITION, RATING DEFINITIONS AND THE TERMS OF
USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S PUBLIC WEBSITE
'WWW.FITCHRATINGS.COM'. PUBLISHED RATINGS, CRITERIA AND METHODOLOGIES ARE AVAILABLE
FROM THIS SITE AT ALL TIMES. FITCH'S CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF
INTEREST, AFFILIATE FIREWALL, COMPLIANCE AND OTHER RELEVANT POLICIES AND PROCEDURES
ARE ALSO AVAILABLE FROM THE 'CODE OF CONDUCT"' SECTION OF THIS SITE. FITCH MAY HAVE
PROVIDED ANOTHER PERMISSIBLE SERVICE TO THE RATED ENTITY OR ITS RELATED THIRD PARTIES.
DETAILS OF THIS SERVICE FOR RATINGS FOR WHICH THE LEAD ANALYST IS BASED IN AN EU-
REGISTERED ENTITY CAN BE FOUND ON THE ENTITY SUMMARY PAGE FOR THIS ISSUER ON THE FITCH
WEBSITE.

» (https://twitter.com/home?status=Press Release%20-%20https://www.fitchratings.com/gws3.0/fitch-
home/pressrelease?id=985883)

« (https://www.facebook.com/sharer/sharer.php?u=https://www.fitchratings.com/gws3.0/fitch-
home/pressrelease?id=985883)

o (https://www.linkedin.com/shareArticle?mini=true&url=https://www.fitchratings.com/gws3.0/fitch-
home/pressrelease?id=985883&title=Press Release&summary=&source=)

* (mailto:?Subject=Press
Release&body=1%20found%20this%200n%20Fitch%20Ratings:%20https://www.fitchratings.com/gws3.0/fitch-
home/pressrelease?id=985883)
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Endorsement Policy - Fitch's approach to ratings endorsement so that ratings produced outside the EU may be
used by regulated entities within the EU for regulatory purposes, pursuant to the terms of the EU Regulation with
respect to credit rating agencies, can be found on the EU Regulatory Disclosures
(https://lwww.fitchratings.com/jsp/creditdesk/PolicyRegulation.faces?context=2&detail=13) page. The
endorsement status of all International ratings is provided within the entity summary page for each rated entity
and in the transaction detail pages for all structured finance transactions on the Fitch website. These disclosures
are updated on a daily basis
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