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OVERVI EW

e W have reviewed First Flexible (No. 7)'s performance using the nost
recent collateral pool conposition and investor report, and conducted a
credit and cash flow anal ysis of the transaction.

 Followi ng our review, we have affirned our ratings on all classes of
notes in this transaction.

e First Flexible (No. 7) is a U K RMBS transaction that securitizes
resi dential and conmercial nortgages that Mortgages Trust originated.

LONDON (S&P d obal Ratings) July 28, 2017--S&P d obal Ratings today affirned
its credit ratings on First Flexible (No. 7) PLC s class A, B, and C notes
(see list below).

Today's affirmations follow our credit and cash flow surveillance anal ysis
under our European residential loans criteria and our criteria for assigning
'"CCC category ratings (see "Methodol ogy And Assunptions: Assessing Pools O
Eur opean Residential Loans," published on Dec. 23, 2016, and "Criteria For
Assigning 'CCC+', 'CCC, "CCC', And 'CC Ratings," published on Cct. 1,
2012).

Col | ateral performance has inproved since our previous review, with the |evel
of arrears greater than three nonths declining to 2.09% from 3. 16% (see "All
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Ratings Affirnmed In U K RMBS Transaction First Flexible (No. 7) Follow ng
Revi ew, " published on July 31 2014). Total delinquencies have al so decli ned
over the sanme period to 3.93%from6.78% Although this is a noticeable

i mprovenent for the transaction, it still underperforms our U K residentia
nort gage- backed securities (RVBS) prinme index (see "U K RMBS Index Report QL
2017," published on June 1, 2017).

Despite the i nproved asset performance, the volume of interest-only | oans that
have nmatured and not paid down their principal balance has increased to
approxi mately 13% conpared with 9% at our previous review. |In our analysis,
we apply a 100% forecl osure frequency to these matured | oans.

Since our previous review, we have observed an increase in the

wei ght ed- average forecl osure frequency (WAFF) in all rating scenarios apart
fromthe "BBB', 'BB', and 'B'" rating stress levels. In addition, we have
observed an increase in the weighted-average | oss severity (WALS) in al
rati ng scenari os.

Rat i ng WAFF (% WALS (% Loss
| evel coverage (%
AAA 25.81 9.64 2.49
AA 22.64 5.76 1.30
A 20. 50 2.54 0.52
BBB 18. 85 2.00 0. 38
BB 17.11 2.00 0.34
B 16. 46 2.00 0. 33

The increase in the WAFF for rating scenarios at and below 'BBB is due to the
increase in the volune of matured | oans. At rating |levels above 'BBB', the

i npact of the matured loans is offset by the inproved asset perfornmance and

i ncreased seasoning. The increase in the WALS is due to the increased
repossessi on narket value declines in all rating scenarios and the need to
ensure that the | oss coverage floor is net.

Even t hough the matured | oans have materially deteriorated, the transaction's
performance parameters have generally inproved since our previous review. As a
result, the available credit enhancenent for the class A notes has increased
to a level comensurate with the currently assigned rating. In addition, the
pool has paid down to a 6% pool factor (the outstanding collateral bal ance as
a proportion of the original collateral balance). Due to the | ow pool factor
and the nonanortizing reserve fund being fully funded, the class A notes wll
now build up credit enhancenent at a faster rate. W have therefore affirned
our 'AAA (sf)' rating on the class A notes.

In our analysis, the class B and C notes are unable to withstand the stresses
that we apply at the "B rating level. Qur outlook for the U K residential
nort gage market renains benign with historically | ow unenpl oynent (currently
4.5%, low nortgage interest rates, and falling or stable delinquencies across
the sector. Taking these factors into account, along with inproving collatera
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performance and increasing credit enhancenent, we have affirmed our 'B- (sf)’'
ratings on the class B and C notes. W do not believe these notes are reliant
upon favorabl e business, financial, or econom c conditions to redeem

First Flexible (No. 7) is a U K RMS transaction that securitizes residenti al
and comercial nortgages that Mrtgages Trust originated.

RELATED CRI TERI A

» Legal Criteria: Structured Finance: Asset |solation And Speci al - Purpose
Entity Methodol ogy, March 29, 2017

e Criteria - Structured Finance - General: Methodol ogy And Assunpti ons:
Assessing Pools OF European Residential Loans, Dec. 23, 2016

e Criteria - Structured Finance - General: Ratings Above The Sovereign -
Structured Finance: Methodol ogy And Assunptions, Aug. 8, 2016

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 Nonnmonetary EOD, March 2, 2015

e Criteria - Structured Finance - General: G obal Franework For Assessing
Qperational Risk In Structured Finance Transactions, Cct. 9, 2014

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

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

e General Criteria: Criteria For Assigning 'CCC+ , 'CCC, 'CCC-', And 'CC
Ratings, COct. 1, 2012

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

e CGeneral Criteria: Gobal Investnment Criteria For Tenporary Investnments In
Transacti on Accounts, May 31, 2012

* CGeneral Criteria: Methodology: Credit Stability Criteria, May 3, 2010

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

RELATED RESEARCH

* 2017 EMEA RMBS Scenario And Sensitivity Analysis, July 7, 2017

e UK RMBS Index Report QL 2017, June 1 , 2017

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

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

e« All Ratings Affirned In U K. RWVMBS Transaction First Flexible (No. 7)
Fol  owi ng Review, July 31, 2014
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To From
Ratings Affirned

First Flexible (No. 7) PLC
£268.6 M I1lion Mrtgage-Backed Fl oati ng- Rate Notes

A AAA (sf)
B B- (sf)
C B- (sf)
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