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OVERVI EW

* W have revi ewed Paragon Personal and Auto Finance (No. 3) as part of our
surveill ance review cycle. Since our previous review, arrears |evels have
been decreasing steadily and avail able credit enhancenent has increased
as the transaction's |l everage | evels decrease.

 Followi ng our review, we have raised our ratings on the class Cl, C2, Di,
and D2 notes.

« At the sane tine, we have affirmed our ratings on the class Al, A2, B1,
and B2 notes.

e Paragon Personal and Auto Finance (No. 3) securitizes a pool of
second-ranki ng nortgages, auto |oans, unsecured personal |oans, and
unsecured retail credit |oans. Paragon Personal Finance, Col onial Finance
Ltd. (UK), and Paragon Car Finance originated the coll ateral

LONDON (S&P d obal Ratings) July 29, 2016--S&P d obal Ratings today raised its
credit ratings on Paragon Personal and Auto Finance (No. 3) PLC s class Ci,

C2, D1, and D2 notes. At the same tinme, we have affirnmed our ratings on the
class Al, A2, Bl, and B2 notes (see list below).

Today's rating actions follow our credit and cash fl ow anal ysis of the nopst
recent transaction information that we have received as part of our
surveillance review cycle. Qur analysis reflects the application of our U K
resi dential nortgage-backed securities (RVMBS) criteria and our current
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counterparty criteria (see "U K RMBS Met hodol ogy And Assunptions,” published
on Dec. 9, 2011, and "Counterparty Ri sk Framework Methodol ogy And Assunptions,”
publ i shed on June 25, 2013).

The pool conprises 98.5% second-1lien | oans secured by residential property and
1. 5% unsecured personal |oans, auto loans, and retail credit |oans. W based
our analysis on the pool of residential nortgage |oans, as our previous
analysis indicates that this assunption is nore conservative than if we were
to have applied our asset-backed securities (ABS) criteria to the remaining
1.5% of the pool. In our cash flow analysis, we have increased the bal ance of
t he pool of residential |oans to match the outstandi ng note bal ance. The 1.5%
of unsecured personal |oans, auto |oans, and retail credit |oans represent an
i material ambunt of the transaction and we expect this percentage to further
reduce in the future.

W have observed a decrease in our weighted-average foreclosure frequency
(WAFF) for the transaction since our previous review (see "Ratings Affirmed In
U K. RMBS Transactions Paragon Personal And Auto Finance (No. 3) And Paragon
Secured Finance (No. 1)," published on July 22, 2013). In addition, we have
observed a decrease in our wei ghted-average | oss severity (WALS) in the
transaction at and below the 'AA" rating stress |evel.

Rati ng WAFF WALS
| evel (99 (99
AAA 43. 35 96. 40
AA 36.01 93.01
A 30. 60 85. 31
BBB 24. 43 78. 47
BB 16. 84 71.96
B 13. 96 65. 49

The decrease in the WAFF is mainly due to the increase in seasoning and the
decrease in total arrears to 12.24%in March 2016, from 13.98% at our previous
review. The decrease in the WALS is due to the decrease in the

wei ght ed- average current-1oan-to-value (CLTV) ratio to 70.58% from 86.24% at
our previous review (these CLTV ratio figures are based on our cal cul ations).

The transaction's available credit enhancement has increased considerably
since our previous review. This increase is due to the anortization rate,
conbined with a nonanortizing reserve fund that has increased to 49.27% of the
pool's current bal ance, from 28.35% at our previous review Al of the pro
rata paynent conditions are satisfied--the class A notes' subordi nation has
doubl ed since closing, the reserve fund is fully funded, there is no
asset/liability msmatch, and the April 2010 interest paynent date has
passed--and the transaction has been anortizing pro rata since March 2011

The transaction's swap docunentation is not in line with our current
counterparty criteria. Due to the transaction's dependence on the currency
swap, our current counterparty criteria cap our ratings in the transaction at
one notch above our 'AA-' long-termissuer credit rating on HSBC Bank PLC as
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the swap counterparty.

The class Cl, C2, D1, and D2 notes have benefitted fromthe increase in

avai | abl e credit enhancenent, the current pro rata anortization, and the fall
in credit coverage conpared with at our previous review W have therefore
raised to ' AA (sf)' from'AA (sf)' our ratings on the class ClL and C2 notes
and to "A (sf)' from'BBB (sf)' our ratings on the class D1 and D2 notes.

Despite the increase in credit enhancerment available for the class Al, A2, Bl,
and B2 notes, our current counterparty criteria cap our ratings on these

cl asses of notes at their currently assigned ratings. W have therefore
affirmed our 'AA (sf)' ratings on the class A and B notes.

Qur credit stability analysis indicates that the maxi mum projected
deterioration that we woul d expect at each rating |evel over one- and

t hree-year periods, under noderate stress conditions is in line with our
credit stability criteria (see "Methodol ogy: Credit Stability Criteria,"”
publ i shed on May 3, 2010).

Par agon Personal and Auto Finance (No. 3) securitizes a pool of second-ranking
nort gages, auto | oans, unsecured personal |oans, and unsecured retail credit

| oans. Paragon Personal Finance Ltd., Colonial Finance Ltd. (UK), and Paragon
Car Finance Ltd. originated the collateral.

RELATED CRI TERI A AND RESEARCH
Rel ated Criteria

e Criteria - Structured Finance - RVBS: U. K RMBS Met hodol ogy And
Assunptions - Decenber 09, 2011

* CGeneral Criteria: Methodol ogy Applied To Bank Branch- Supported
Transactions - COctober 14, 2013

e Criteria - Structured Finance - General: G obal Derivative Agreenent
Criteria - June 24, 2013

e Legal Criteria: Europe Asset |solation And Special - Purpose Entity
Criteria--Structured Finance - Septenber 13, 2013

e Criteria - Structured Finance - General: Standard & Poor's Revi ses
Criteria Methodol ogy For Servicer R sk Assessment - May 28, 2009

e Ceneral Criteria: Gobal Investnment Criteria For Tenporary Investnments In
Transaction Accounts - May 31, 2012

e Criteria - Structured Finance - Ceneral: Criteria Methodol ogy Applied To
Fees, Expenses, And |Indemnifications - July 12, 2012

e Criteria - Structured Finance - Ceneral: Methodology: Criteria For d obal
Structured Finance Transactions Subject To A Change In Paynent Priorities
O Sale O Collateral Upon A Nonmonetary EOD - March 02, 2015

e Criteria - Structured Finance - Ceneral: Mthodol ogy And Assunptions For
Rati ngs Above The Soverei gn--Si ngl e-Jurisdiction Structured Finance - My
29, 2015

e CGeneral Criteria: Methodology: Credit Stability Criteria - May 03, 2010

e Criteria - Structured Finance - General: Counterparty Ri sk Framework
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Met hodol ogy And Assunptions - June 25, 2013
Criteria - Structured Finance - General: d obal Framework For Assessing
Operational Risk In Structured Finance Transactions - COctober 09, 2014

| at ed Research

Rati ngs On The United Ki ngdom Lowered To 'AA" On Brexit Vote; Qutl ook
Remai ns Negative On Continued Uncertainty, June 27, 2016

Qut | ook Assunptions For The U K Residential Mrtgage Market, June 8,
2016

2015 EMEA RMBS Scenario And Sensitivity Analysis, Aug. 6, 2015

Eur opean Structured Finance Scenario And Sensitivity Analysis 2014: The
Effects O The Top Five Macroecononic Factors, July 8, 2014

G obal Structured Finance Scenario And Sensitivity Analysis:

Under standi ng The Effects OF Macroeconom ¢ Factors On Credit Quality,
July 2, 2014

Ratings Affirned In U K. RMBS Transactions Paragon Personal And Auto
Fi nance (No. 3) And Paragon Secured Finance (No. 1), July 22, 2013

RATI NGS LI ST

a

ass Rat i ng
To From

Par agon Personal and Auto Finance (No. 3) PLC

€3

58 MIlion, £204.5 MI1lion Mrtgage-Backed Fl oati ng- Rate Notes

Rati ngs Rai sed

c1
c2
D1
D2

AA (sf) AA- (sf)
AA (sf) AA- (sf)
A (sf) BBB (sf)
A (sf) BBB (sf)

Rati ngs Affirned

Al AA (sf)
A2 AA (sf)
B1 AA (sf)
B2 AA (sf)
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