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OVERVI EW

e W have revi ewed Paragon Mrtgages (No. 12), (No. 18), and (No. 19) by
conducting our credit and cash flow analysis under our U K RMBS criteria.

 Follow ng our review, we have taken various rating actions in these
transacti ons.

» The transactions are backed by pools of primarily buy-to-let |oans
ori gi nated by Paragon Mrtgages and Mortgage Trust.

LONDON ( S&P d obal Ratings) Nov. 16, 2016--S&P d obal Ratings today took
various credit rating actions in Paragon Mrtgages (No. 12) PLC, Paragon
Mort gages (No.18) PLC, and Paragon Mortgages (No.19) PLC

Specifically, we have:

e Affirnmed our short-termrating on Paragon Mortgages 12's class Al notes;

* Raised our long-termratings on Paragon Mrtgages 12's class Al and A2
notes, and Paragon Mrtgages 18 and 19's class B and C notes; and

« Affirmed our ratings on Paragon Mdrtgages 12's class Bl and Cl notes and
Paragon Mortgages 18 and 19's class A notes (see list bel ow).

Today's rating actions follow our credit and cash flow surveillance anal ysis
under our U. K residential nortgage-backed securities (RVBS) criteria and our
current counterparty criteria (see "U K RMBS Methodol ogy And Assunptions, "
published on Dec. 9, 2011, and "Counterparty R sk Framework Methodol ogy And
Assunptions,"” published on June 25, 2013).
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The collateral performance in all three portfolios has been stable over the
past 12 nonths, with arrears |l evels consistently |ower than those in our U K
buy-to-let RMVMBS i ndex (see "U K. RMBS | ndex Report @@ 2016: Coll ateral

Per f ormance | nproves, But Downside Ri sks Increase,” published on Sept. 20,
2016). As of August 2016, the level of arrears over three nmonths for Paragon
Mort gages 18 and 19 stood at 0% and Paragon Mrtgages 12 stood at 0.04% | ower
t han our index |evel of 2.12%

Si nce our previous reviews, we have observed a decrease in our

wei ght ed- average forecl osure frequency (WAFF) across all three transactions
(see "Rel ated Research"). In addition, we have observed a decrease in our

wei ght ed- average | oss severity (WALS) in all rating scenarios apart fromthe
"AAA" and 'AA' rating stress |levels.

Par agon Mortgages 12

Rati ng WAFF WALS
[ evel (9% (9%
AAA 19.93 46. 87
AA 13.52 38.14
A 10. 24 24. 67
BBB 6.93 16. 71
BB 3.58 11. 40
B 2.71 7.95

Paragon Mrtgages 18

Rati ng WAFF WALS
| evel (% (99
AAA 26. 23 42.91
AA 17.58 33.43
A 13. 25 18. 42
BBB 8.92 9.28
BB 4.48 3.45
B 3.36 2.00

Par agon Mortgages 19

Rat i ng WAFF WALS
I evel (9% (9%
AAA 25.34 42. 43
AA 17.50 32.59
A 13. 44 18. 96
BBB 9.31 11. 39
BB 5.13 6. 57
B 4. 03 3.19

The decrease in the WAFF is mainly due to the increase in seasoning and the
decrease in total arrears since our previous reviews. The decrease in the WALS
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is due to the decrease in the wei ghted-average current-I|oan-to-value (CLTV)
rati o of fsetting the increased repossessi on narket value declines in in al
rati ng scenarios apart fromthe 'AAA" and 'AA" rating stress |evels.

At cl osing, Paragon Mdrtgages 12's class Al notes were structured to ensure
eligibility for purchase by noney market funds under Rule 2a-7 of the U S

I nvest ment Conpany Act. To conply with eligibility rules, the notes are

denom nated in U S. dollars, have a nonthly paynent frequency, and are

remar ket ed annually on each class Al note nmandatory transfer date. As part of
t he remarketi ng nechanism the remarketing agent attenpts to identify
third-party purchasers for the class Al notes. If the remarketing agent is
unable to identify third-party purchasers for the class Al notes or a
remarketing term nation event were to occur, the class Al notes' conditiona
note purchaser, Sheffield Receivables Co. LLC, nay draw upon the conditiona
note liquidity facility provided by Barclays Bank PLC to purchase the class Al
notes. Qur short-termrating on the class Al notes addresses the possibility
of the investor selling the class of notes to the conditional note purchaser
at par within the year. W considered this feature to be a put feature under
our ratings definitions (see "S& d obal Ratings Definitions," published on
Aug. 18, 2016). As the obligation to fund a possible obligatory purchase of
the Al notes is provided by Barclays Bank, the short termrating on the notes
is weak-linked to our short-termissuer credit rating on Barclays Bank. W
have therefore affirned our short-term'A-2 (sf)' rating on the class Al notes
i n Paragon Mortgages 12.

Al three transactions benefit froma type of funded nonanortizing reserve
fund. For Paragon Mortgages 18 and 19, the reserve fund is split into a
nonliquidity conponent able to be used on principal deficiency |edgers and a
[iquidity conponent based on the size of the class Ato C notes. \Wereas for
Par agon Mortgages 12, there is no split and the full reserve fund can be as a
nonliquidity reserve. However it will trap a liquidity conponent from excess
spread receipts should the | evel of arrears over 90 days breach 7.5% of the
current bal ance.

As a result of the large prepaynents in these transactions follow ng the
expiration of the fixed interest rate terns, the nonanortizing reserve funds
and the sequential anortization in these transactions have led to a strong
growth in the credit enhancement available to the rated notes. Consequently,
the class Al and A2 notes in Paragon Mirtgages 12, and the class B and class C
notes in Paragon Mdrtgages 18 and 19 are now conmensurate with higher ratings
than those currently assigned. W have therefore raised our ratings on these
cl asses of notes.

Qur analysis indicates that the available credit enhancenment for the class A
notes in Paragon Mdrtgages 18 and 19 is comrensurate with the current ratings
assigned. W have therefore affirned our ' AAA (sf)' ratings on these classes
of notes.

Despite the increased credit enhancenent to the class Bl notes in Paragon
Mort gages 12, the notes renain sensitive to the pro rata anortization and the
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resulting slower credit enhancenent when we apply our recession three years
fromnow Furthernore, the class ClL notes in Paragon Mrtgages 12 remin
sensitive to possible tail risks due to these notes being the nost junior in
the structure. Consequently, we have affirmed our ratings on the class Bl and
Cl notes in Paragon Mrtgages 12.

Paragon Mortgages 12, 18, and 19 securitize pools of primarily buy-to-Iet
| oans origi nated by Paragon Mrtgages Ltd. and Mortgage Trust Ltd.

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

e CGeneral Criteria: Methodol ogy Applied To Bank Branch- Supported
Transactions - Cctober 14, 2013

e Criteria - Structured Finance - Ceneral: dobal 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 - Ceneral: Standard & Poor's Revises
Criteria Methodol ogy For Servicer R sk Assessnment - May 28, 2009

e CGeneral Criteria: Gobal Investnment Criteria For Tenporary Investnents 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 Transacti ons Subject To A Change In Paynent Priorities
O Sale O Collateral Upon A Nonmonetary ECD - March 02, 2015

e Criteria - Structured Finance - General: Ratings Above The Sovereign -
Structured Finance: Methodol ogy And Assunptions - August 08, 2016

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

e Criteria - Structured Finance - Ceneral: Counterparty Ri sk Framework
Met hodol ogy And Assunptions - June 25, 2013

e Criteria - Structured Finance - General: G obal Franework For Assessing
Qperational Risk In Structured Finance Transactions - COctober 09, 2014

Rel at ed Research

« U K RMBS Index Report @ 2016: Coll ateral Performance | nproves, But
Downsi de Ri sks I ncrease, Sept. 20, 2016

+ S&P d obal Ratings Definitions, Aug. 18, 2016

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

 Various Rating Actions Taken In U K. RMBS Transactions Paragon Mortgages
11 And 12 Fol | owi ng Revi ew, May 29, 2015

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

e @obal Structured Finance Scenario And Sensitivity Analysis:
Under standi ng The Effects O Macroecononic Factors On Credit Quality,
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July 2, 2014

» Ratings Assigned To U K RMBS Transaction Paragon Mrtgages (No.19)'s
Class A, B, And C Notes, March 18, 2014

* Ratings Affirmed And Renoved From Credi t Watch Negative In U K RMBS
Transacti ons Paragon Mrtgages (No.17) And (No.18), Jan. 16, 2014

RATI NGS LI ST

Cl ass Rat i ng
To From

Paragon Mortgages (No. 12) PLC

€477 M1lion, £187 MIlion, $1.8111 Billion Mrtgage-Backed Fl oating-Rate
Not es

Short-Term Rating Affirned
Al A-2 (sf)

Rati ngs Rai sed

Al AAA (sf) AA+ (sf)
A2a AAA (sf) AA+ (sf)
A2b AAA (sf) AA+ (sf)
A2c AAA (sf) AA+ (sf)

Ratings Affirmed

Bla A (sf)
Blb A (sf)
Cla A- (sf)
Clb A- (sf)

Par agon Mortgages (No. 18) PLC
£273 M1 1lion Mrtgage-Backed Fl oati ng- Rate Notes
Rat i ngs Rai sed

B AAA (sf) AA (sf)
c AA+ (sf) A (sf)

Rating Affirmed
A AAA (sf)
Paragon Mortgages (No. 19) PLC

£350 M11lion Mrtgage-Backed Fl oati ng- Rate Notes
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Rati ngs Rai sed
B AAA (sf) AA (sf)
C AA+ (sf) A (sf)
Rating Affirmed

A AAA (sf)
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