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OVERVI EW

e W have revi ewed Paragon Mrtgages (No. 11) by conducting our credit and
cash flow anal ysis under our European residential l[oans criteria.
 Follow ng our review, we have raised our long-termratings on the class A
to C notes, and withdrawn our short-termrating on the class Al notes.
 Paragon Mortgages (No. 11) is backed by a pool of buy-to-let |oans
ori gi nated by Paragon Mrtgages and Mortgage Trust.

LONDON ( S&P d obal Ratings) April 7, 2017--S&P d obal Ratings today raised its
long-termcredit ratings on Paragon Mrtgages (No. 11) PLC s class Al, A2a,
A2b, Bla, Blb, and Clb notes. At the sane time, we have w thdrawn our
short-termrating on the class Al notes (see |ist below).

Today's rating actions follow our credit and cash flow surveillance anal ysis
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 transaction's collateral performance has been stable over the past 12
months, with arrears levels consistently |lower than those in our U K
buy-to-let RMBS i ndex (see "U K RMBS Index Report For 4 2016 Publi shed, "
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publ i shed on March 10, 2017). As of Decenber 2016, the | evel of arrears over
t hree nonths for Paragon Mortgages 11 stood at 0.18% | ower than our index
| evel of 2.29%

Si nce our previous review, we have observed a decrease in our weighted-average
forecl osure frequency (WAFF) (see "Various Rating Actions Taken In U K RMBS
Transacti ons Paragon Mrtgages 11 And 12 Fol |l owi ng Review, " published on My
29, 2015). In addition, we have observed a decrease in our wei ghted-average

| oss severity (WALS) in all rating scenarios apart fromthe ' AAA' and ' AA
rating stress |levels.

Par agon Mortgages 11

Rati ng WAFF WALS
| evel (% (%
AAA 19. 79 46. 74
AA 13. 31 37. 80
A 10. 03 23. 48
BBB 6.73 14. 96
BB 3.47 9.34
B 2.62 6.34

The decrease in the WAFF is mainly due to the increase in seasoning and the
decrease in total arrears since our previous review The decrease in the WALS
is due to the decrease in the wei ghted-average current | oan-to-value (CLTV)
rati o, offsetting the increased repossession market value declines in al
rati ng scenarios apart fromthe ' AAA" and 'AA" rating stress |evels.

At closing, Paragon Mdrrtgages 11's class Al notes were structured to ensure
eligibility for purchase by noney nmarket 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 termnation event were to occur, the class Al notes' conditiona
not e purchasers, Deutsche Bank A. G, London Branch (A-/Negative/A-2) and The
Royal Bank of Scotland PLC (BBB+/ Stable/A-2), will purchase the class Al

not es.

On Jan. 17, 2017, a renmarketing term nation event took place. Consequently,
the notes will no longer be eligible securities for purchase by noney market
funds under Rule 2a-7 of the U S. Investnent Conpany Act. In addition, the
notes will now be redenomi nated into British pound sterling (GBP) at the
currency swap exchange rate, the interest rate on the class Al notes will be
reset to three-nonth sterling LIBOR plus 0.10% and the notes will have a
quarterly payment frequency. As a result of the issuer termnating the

remar keting agreement, we have withdrawn our 'A-2 (sf)' short-termrating on

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT APRIL 7, 2017 2

1828813 | 301544051



Ratings Raised In U.K. RMBS Transaction Paragon Mortgages 11 Following Review

the class Al notes.

Avail abl e credit enhancenment for the rated notes has gradually increased since
our previous review due to a conbination of the asset paydown and the
nonanorti zing reserve fund. Consequently, given the [ower credit coverage
required at all rating levels and the continued strong asset performance, the
long-termratings on all rated notes are now commensurate w th higher ratings
than those currently assigned. W have therefore raised our long-termratings
on all classes of notes.

Par agon Mortgages 11 securitizes a pool of buy-to-let |oans originated by
Par agon Mortgages Ltd. and Mdrtgage Trust Ltd.

RELATED CRI TERI A

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

e Criteria - Structured Finance - Ceneral: 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. 08, 2016

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

* Ceneral 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 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: Gobal Investnment Criteria For Tenporary Investnments In
Transacti on Accounts, May 31, 2012

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

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

RELATED RESEARCH

U K. RMBS I ndex Report For 4 2016 Published, March 10, 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 S&P d obal Ratings Definitions, Aug. 18, 2016

* 2015 EMEA RMBS Scenario And Sensitivity Analysis, Aug. 6, 2015
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e Various Rating Actions Taken In U K. RMBS Transacti ons Paragon Mortgages
11 And 12 Fol | owi ng Review, My 29, 2015

RATI NGS LI ST

d ass Rat i ng
To From

Par agon Mortgages (No. 11) PLC

€389.6 MIlion, £165.5 MIlion, $985 Billion Mrtgage-Backed Fl oating-Rate
Not es

Short-Term Rati ng Wt hdrawn
Al NR A-2 (sf)

Rati ngs Rai sed

Al AAA (sf) AA+ (sf)
A2a AAA (sf) AA+ (sf)
A2b AAA (sf) AA+ (sf)
Bla AA- (sf) A (sf)
Blb AA- (sf) A (sf)
Clb A+ (sf) A- (sf)

NR- - Not rat ed.
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