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OVERVI EW

« W have revi ewed Paragon Secured Finance (No. 1) and Paragon Mbrtgages
(No. 13) by conducting our credit and cash flow anal ysis under our
European residential loans criteria.

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

» Paragon Secured Finance No. 1 and Paragon Mortgages 13 are backed by
pool s of nortgages origi nated by Paragon Mrtgages, Paragon Persona
Fi nance, and Mbrtgage Trust.

LONDON (S&P d obal Ratings) Feb. 21, 2017--S&P d obal Ratings today took
various credit rating actions in Paragon Secured Finance (No. 1) PLC and
Par agon Mortgages (No. 13) PLC.

Specifically, we have:

* Rai sed our ratings on Paragon Secured Finance (No. 1)'s class A, B, and C
notes, and Paragon Mortgages 13's class B and C notes; and

« Affirmed our ratings on Paragon Mdrrtgages 13's class Al and A2 notes (see
list bel ow.

Today's rating actions follow our credit and cash flow surveillance anal ysis
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under our European residential loans criteria and our current counterparty
criteria (see "Methodol ogy And Assunptions: Assessing Pools O European
Resi dential Loans," published on Dec. 23, 2016, and "Counterparty Risk
Framewor k Met hodol ogy And Assunptions,” published on June 25, 2013).

The col |l ateral performance in both portfolios has renmi ned stable since our
previous reviews (see "Various Rating Actions Taken In U K RMBS Transaction
Par agon Secured Finance (No. 1) Follow ng Review, " published on July 31, 2015,
and "Various Rating Actions Taken In U K RMBS Transacti ons Paragon Mortgages
13, 14, And 15 Followi ng review, " published on June 30, 2015). As of January
2017, the level of arrears over three nonths for Paragon Secured Fi nance (No.
1) and Paragon Mdrtgages 13 increased to 9.26% and 0.43% respectively,
conpared to 9.03% and 0.42% at our previous reviews.

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

wei ght ed- average forecl osure frequency (WAFF) in both transactions. In
additi on, we have observed a decrease in our weighted-average | oss severity
(WALS) in all rating scenarios apart fromthe ' AAA" and 'AA rating stress
| evel s.

Paragon Secured Finance (No. 1)

Rati ng WAFF WALS
| evel (99 (99
AAA 41. 97 99. 50
AA 32.56 97. 33
A 26. 26 92.32
BBB 19. 99 88. 09
BB 13. 75 83. 89
B 11. 42 78. 77

Paragon Mrtgages 13

Rat i ng WAFF WALS
| evel (% (99
AAA 19. 33 47.58
AA 12. 96 38. 98
A 9.74 25.16
BBB 6.51 17.00
BB 3.33 11.59
B 2.49 7.90

The decrease in the WAFF is mainly due to the increase in seasoning since our
previous reviews. The decrease in the WALS is due to the decrease in the

wei ght ed- average current-1oan-to-value (CLTV) ratio offsetting the increased
repossessi on narket value declines in all rating scenarios apart fromthe
"AAA" and 'AA' rating stress levels.
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Both transactions benefit froma fully funded nonanortizing reserve fund. In
addi ti on, Paragon Mortgages 13 traps a liquidity conponent from excess spread
receipts if the level of arrears over 90 days breaches 7.5% of the current

bal ance.

The nonanorti zing reserve funds conbined with the | arge paydown of assets
since our previous reviews, have led to a strong growh in the credit
enhancenent available to the rated notes in Paragon Secured Finance (No. 1).
Consequently, the available credit enhancenent for the class A B, and C notes
in this transaction is now commensurate with higher ratings than those
currently assigned. W have therefore raised our ratings on these classes of
not es.

The decreased credit coverage required and the increased | evel of avail able
credit enhancenent for the class B and C notes in Paragon Mrtgages 13 are
comensurate with higher ratings than those currently assigned. W have
therefore raised our ratings on these classes of notes.

Despite the increased credit enhancenent for the class Al and A2 notes in

Par agon Mortgages 13, we do not consider the currency swap agreenents to be in
line with our current counterparty criteria. Therefore, the naxi num potenti al
ratings for these notes are constrai ned at one notch above the issuer credit
rating on the swap counterparty, HSBC Bank PLC (AA-/Negative/ A-1+). W have
therefore affirmed our ' AA (sf)' ratings on the class Al and A2 notes in

Par agon Mortgages 13.

Par agon Secured Finance No. 1 is backed by a pool of primarily second ranking
nort gages origi nated by Paragon Personal Finance. Paragon Mortgages 13 is
backed by a pool of primarily buy-to-let |oans originated by Paragon Mortgages
and Mortgage Trust.

RELATED CRI TERI A

e Criteria - Structured Finance - Ceneral: Methodol ogy And Assunpti ons:
Assessi ng Pool s OF European Residential Loans, Dec. 23, 2016

e Criteria - Structured Finance - CGeneral: Ratings Above The Sovereign -
Structured Finance: Methodol ogy And Assunptions, Aug. 08, 2016

e Criteria - Structured Finance - Ceneral: Methodology: Criteria For d oba
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 - Ceneral: d obal Franework For Assessing
Operational Risk In Structured Finance Transactions, Cct. 09, 2014

e General Criteria: Methodol ogy Applied To Bank Branch- Supported
Transactions, Cct. 14, 2013

* Legal Criteria: Europe Asset |solation And Special - Purpose Entity
Criteria--Structured Finance, Sept. 13, 2013

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

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

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

e CGeneral Criteria: G obal Investnment Criteria For Tenporary Investnents In
Transacti on Accounts, My 31, 2012

e General Criteria: Methodology: Credit Stability Criteria, May 03, 2010

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

RELATED RESEARCH

e @obal Structured Finance Scenario And Sensitivity Analysis 2016: The
Effects OF The Top Five Macroecononic Factors, Dec. 16, 2016

* European Structured Finance Scenario And Sensitivity Analysis 2016: The
Effects OF The Top Five Macroecononic Factors, Dec. 16, 2016

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

e Various Rating Actions Taken In U K. RMBS Transaction Paragon Secured
Fi nance (No. 1) Follow ng Review, July 31, 2015

e Various Rating Actions Taken In U K. RMBS Transactions Paragon Mortgages
13, 14, And 15 Fol Il owi ng revi ew, June 30, 2015

RATI NGS LI ST

d ass Rat i ng
To From

Par agon Mortgages (No. 13) PLC

€480 MIlion, £991.872 MIIlion, $350 MI1lion Mrtgage-Backed Fl oating-Rate
Not es

Rati ngs Rai sed

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

Ratings Affirmed

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

Par agon Secured Finance (No.1l) PLC
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£300 MI1lion Mrtgage-Backed Fl oati ng- Rate Notes

Rat i ngs Rai sed

A AAA (sf) AA+ (sf)
B AA (sf) A (sf)
C AA- (sf) BB (sf)
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