
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Deal Summary 
Deal Type European CRE CDO 

Collateral Manager - 

Underwriter - 

Closing Date - 

Original Deal Size 600 mil 

Performing Collateral Balance 488.2 mil 

Number of Performing Assets 38 

Reinvestment Period Static 

 

 CDO- Tranche Details 

Class 
Original Principal 

(mm) 
Current 

Balance (mm) 
Factor Interest Rate 

Original Rating 
M/S/F 

Current Rating 
M/S/F 

Current OC OC Test 

A1 € 362.000 € 316.395 0.874 3M Eur +0.28% Aaa/AAA/AAA Ba1/AAA*-/BB 155.16% NA 
A2 € 90.500 € 90.500 1.000 3M Eur +0.38% NR/AAA/AAA NR/BBB/CCC 119.75% 117.60% 
B € 48.000 € 48.316 1.007 3M Eur +0.60% NR/AAA/AAA NR/B/C 107.12% 109.90% 
C € 28.500 € 29.690 1.042 3M Eur +1.25% NR/A/A NR/CCC+/C 100.64% 108.40% 
D € 29.000 € 31.152 1.074 3M Eur +2.50% NR/BBB/BBB NR/CCC-/C 94.65% 104.50% 

E € 19.000 € 21.141 1.113 3M Eur +4.25% NR/BB/BB NR/CCC-/C 90.99% 101.50% 

Sub. € 23.000 € 23.000 1.000 
   

 
 

Total € 600.000 € 560.194 0.940 
   

 
 

 

Collateral Description 
Senior Debt 48.55% 

Subordinated Debt 33.08% 

TruPS 7.84% 

CMBS 6.51% 

B Loans 4.03% 

  
Synthetic/Cash 28.27%/71.73% 

Fixed/Floating 29.35%/70.65% 

WARF 527.19 

 

Sample CDO Valuation 
 

 

Valuation Date    : 03 March 2011 

Report Date         : 04 February 2011 

  
 

Transaction Description 

Sample CDO is a European CRE CDO backed by cash and synthetic 
commercial real estate related exposures. The portfolio largely 
consists of direct senior and subordinate REIT/corporate 
exposure with a bucket of CMBS and B loans. The Class A2 Notes 
are expected to return full principal, while the Class B Notes are 
currently paying interest subject to the Class A OC Test passing. 
Interest payments on more junior tranches have already been 
suspended to accelerate principal payment to the Class A1 Notes, 
which have amortized down to a factor of .874. 

Static Portfolio Due to the downgrade of the rated notes, the 
transaction is now a static transaction. 

Strong Core 
Portfolio 

Market color is available for 269 million (55%) 
of the portfolio, indicating the good quality of 
the core portfolio (as detailed on below).   

Unmarked 
Portfolio 

45% of the portfolio has no market color, but 
the majority of these are from larger issuers 
with financial performance indicators 
available (the B Loans have no available 
information).  

Diversity of 
Collateral 

The collateral is relatively well diversified 
across geographical regions and sectors, 
especially with regard to the peripheral 
portfolio (as detailed on below). 

 

 Valuation Summary  

Tranche 
Fair 

Value 
Discount 

Rate 
Base 
Loss 

Stress 
Loss 

Collateral Loss 

A2 Tranche 
XS0278170765 

41.51 
1800 
DM 

0% 32.44% Base: 8.84% 
 

Stress: 23.01% 
 

B Tranche 
XS0278172977 

9.29 55% 0% 
 

100% 
 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Deal Structure Analysis 
Interest Cash flow The Class B Overcollateralization Test is failing and cash flow subordinate to the Class B Notes is diverted to 

amortize principal of class A1 Notes until the tests are passing. 

Principal Cash flow Principal proceeds will cover Class A1 interest shortfalls or principal payment acceleration if interest cash 
flow is insufficient. This is not projected to occur and principal proceeds are used to pay down the Notes 
sequentially starting with Class A1, followed by Class A2, and subsequently by Class B. 

Events of Default 
(EOD) 

The transaction will trigger an Event of Default if there is either a) non-payment of interest to the Class A1 
or Class A2 Notes or b) the net balance of the collateral is less than outstanding principal of Class A1 Notes. 

 

In the event of an EOD, the priority of payments would not change, but 50% of the Class A1 Notes would be 
able to potentially liquidate the portfolio. An EOD is not projected to occur. 

Interest Rate 
Hedges 

 

The transactions entered into three interest rate swaps with a current notional balance of 161 million to 
hedge the interest rate mismatch between the fixed rate assets (143 million) and the floating rate 
liabilities. In the event of significant defaults in the fixed rate portfolio, the out of the money interest rate 
swaps could result in less than expected cash flows to the Notes. This is not projected to occur. 

 

Valuation Sensitivity Analysis 
Discount 
Margin 

Class 
A2 

 

Discount 
Rate 

Class 
B 

1000 61.14 
 

25% 28.48 

1100 58.12 
 

30% 22.55 

1200 55.29 
 

35% 18.23 

1300 52.63 
 

40% 15.02 

1400 50.13 
 

45% 12.60 

1500 47.77 
 

50% 10.74 

1600 45.56 
 

55% 9.29 

1700 43.47 
 

60% 8.15 

1800 41.51 
 

65% 7.23 

1900 39.66 
 

70% 6.49 

2000 37.91 
 

75% 5.88 

 

Valuation Summary 
Collateral assumptions were made based on available market values 
and collateral assessments below, taking into account the underlying 
real estate exposure and specific risk considerations of the collateral.  

High level losses are expected for junior tranches, as implied by the 
recent trade of the Class C Notes at a price of 3 (below the reserve 
level of 7). The base scenario is priced to a default of only the 
riskiest/unknown credits (as described below), while the stress 
scenario assumes default of the CMBS with a market value under 50 
and a 100% Loss Severity (LS) of the riskiest/unknown credits, in 
addition to a 3% annual default rate / 75% LS for the remaining assets.  

While the performance of the Class A Notes is good under both 
scenarios due to the quality of the core portfolio, the Class B Notes 
have a very high “cliff risk” and are highly dependent on the 
performance of the worst 15% of the portfolio. 

 

 

 



 

 

 

 

Collateral Summary 

Portfolio Assets with Market Color (from Bloomberg and Market Sources) 

Asset Balance (€) Type 
Cash/ 

Synthetic 
CDS Spread 

(in bps) 
Price    
(in %) 

White Tower 2007-1 D + 0.8% 10/2015 
Assume Default in Stress Case 4,655,242 CMBS Cash - 25 

Mesdag Berlin +0.72% - 10/2019 
Assume Default in Stress Case 4,511,031 CMBS Cash - 45 

Hammerson - 4.875% - 06/2015 23,000,000 Senior Debt Cash - 103.02 

British Land +.615% - 06/2017 ( CDS ) 20,000,000 Senior Debt Synthetic 171.04 - 

Iron Mountain Inc - 6.750% - 10/2018 20,000,000 Subordinated Debt Cash - 100.06 

IVG - 8.000% - 02/2038 Perpetual 20,000,000 Subordinated Debt Cash - 82.65 

Klepierre - 4.250% - 03/2016 20,000,000 Senior Debt Cash - 101 

Prologis International - 5.875% - 
10/2014 20,000,000 Senior Debt Cash - 105.41 

Slough Estates +0.53% 03/2017 ( CDS ) 20,000,000 Senior Debt Synthetic 201.2 - 

SoL Melia +1.0% 12/2016 ( CDS ) 20,000,000 Senior Debt Synthetic 473.7 - 

CA Immobilien - 5.125% - 09/2016 10,000,000 Senior Debt Cash - 94.86 

General Property Trust +0.48% 03/2017 
( CDS ) 10,000,000 Senior Debt Synthetic 141.89 - 

Unibail +0.4% 03/2012 ( CDS ) 10,000,000 Senior Debt Synthetic 27.86 - 

Unibail +0.46% 03/2017 ( CDS ) 10,000,000 Senior Debt Synthetic 73.5 - 

Westfield +0.43% 03/2017 ( CDS ) 10,000,000 Senior Debt Synthetic 102.57 - 

Westfield +1.3% 03/2018 (CDS) 10,000,000 Senior Debt Synthetic 127.06 - 

TMAN5 - A +0.19% - 10/2016 6,558,403 CMBS Cash - 90 

Cofiroute - 5.250% - 04/2018 6,000,000 Senior Debt Cash - 107.4 

Germany Residential - Class D - 07/2016 4,501,014 CMBS Cash - 82.5 

IMMEO 2 - Class D - Euribor+0.45% - 
12/2016 4,240,069 CMBS Cash - 84 

IMSER SRL - 5.830% - 09/2021 4,100,000 CMBS Cash - 95 

Cofiroute +0.5% 03/2017 ( CDS ) 4,000,000 Senior Debt Synthetic 86.82 - 

General Property Trust +1.5% 03/2018 
(CDS) 4,000,000 Senior Debt Synthetic 141.89 - 

IMMEO 2 - Class A Euribor +0.16% - 
12/2016 2,137,850 CMBS Cash - 95.25 

IMMEO 2 - Class B Floating Euribor 
+0.19% - 12/2016 1,068,925 CMBS Cash - 91.25 

 

 
 

 
Unmarked Portfolio Assets with Analysis 

Asset/ Balance Type Analysis Sector 

Homburg 
8.035%- 07/2036  
€20,000,000 
Assume Default 

Subordinated 

Debt 

A listed firm, Homburg showed net income of €.045m in Q3 
2010 before foreign exchange losses and comprehensive 
losses of €-18.4m. Potential mediocre quality of collateral 
portfolio lead to assumed default at 90% LS in the base case 
and 100% LS was applied in the stress case. 

North America, 
Germany, 
Netherlands, Baltic 
region (79% Office, 
14% Industrial) 

Metrovacesa  
+1.10% 01/2037 
€20,000,000 
Assume Default 

Subordinated 

Debt 

Following a significant loss in 2009, the creditors became the 
controlling shareholders. In Q4 2010, Metrovacesa posted 
losses of -€89.9m following asset write-downs of €330.6m. A 
debt for equity swap is possible. 90% LS was applied in the 
base case and 100% LS was applied in the stress case. 

Spain, Germany, 
France (60% Office, 
5% Retail) 

    



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Unmarked Portfolio Assets with Analysis 

Asset Type Analysis Sector 

Altarea  
+2.1%- 06/2017 (CDS)  
€20,000,000 

Senior Debt Over 60% of Altarea's portfolio is composed of French retail 
exposures, but quality management and development-driven 
growth potentials result in strong firm prospects. The company 
is publically traded with €11.7m profits in 2010.  

France (61% 
Retail; 30% 
Residential) 

Capital Source 
Finance  
+2.05%, 10/2036  
€20,000,000 

Trust 

Preferred 

After suffering a large asset write-down in late 2009 and early 
2010, company restructuring, deleveraging and improved 
credit quality have helped Capital Source Finance post profits 
of €56m again by the end of 2010.  

US (Commercial 
and Real Estate 
loans) 

Development 
Securities  
+2.55% - 10/2027  
€20,000,000 

Subordinated 

Debt 

Development Securities operates a relatively small portfolio, 
posted €3m profits in Q4 2010 and currently follows an 
intensive portfolio expansion strategy.  

UK (76% 
Retail/22% Mixed 
and Industrial) 

European Capital  
 6.80%- 01/2022  
€20,000,000 

Senior Debt European Capital is a wholly-owned affiliate of American 
Capital, Ltd, a publically traded firm. In Q3 2010, the firm 
posted YTD earnings of €58m following a successful debt 
restructuring in July 2010.  

UK and France 
(Leveraged buyout 
and corporate 
loans) 

J & T Finance  
+3.75%- 06/2022  
€20,000,000 

Subordinated 

Debt 

The real estate fund at J & T Finance benefits from the strong 
growth potentials of the CEE & SEE regions. The private 
banking group made YTD profits of €73.4m by Q3 2010.  

Czech Republic, 
Slovakia (Private 
banking, Real 
estate 
development) 

NH Hoteles  
+1.7% 01/2037  
€20,000,000 

Subordinated 

Debt 

NH Hoteles is a publically traded hotel chain based in Spain 
with Q4 losses of -€41.3m. The company is undergoing cost 
cutting and asset sales to improve performance.  

Europe, Latin 
America, Africa 
(Hotels) 

Lexington Capital 
Trust I 
6.804% - 04/2037  
€18,267,223 

Trust 

Preferred 

Lexington Capital Trust is managed by Lexington Realty Trust, a 
listed company with Q4 2010 profits of €10.3m 

US (44% Office, 
50% Industry) 

Affine SA  
+2.8% - 02/2038 
Perpetual  
€11,500,000 

Subordinated 

Debt 

Despite conservative rental growth potentials and moderate 
exposure to the slow retail recovery in France, Affine is a listed 
firm rated single B with 2010 profits of €17.6m and low risk of 
insolvency. 

France and 
Belgium (54% 
Office; 21% Retail) 

Parex Bank  
+4.55% - 12/2022 
€10,000,000 

Subordinated 

Debt 

Parex Bank was nationalized by the Latvian government 
following a period of financial distress in 2009, posting YTD loss 
of -€169.9m in Q3 2010. The firm currently operates under a 
conservative business strategy of managing repossessed 
collateral and restructuring existing loans. The Latvian 
sovereign CDS spread is 256 bps.   

Latvia (Residential 
mortgages) 

 

Unmarked Portfolio Assets with No Information 

Asset Type Analysis Country 

Dresden Properties 
S.a.r.l.  
7.893% - 07/2012 
€10,000,000 
Assume Default 

B Loan €10m loan to Dresden Properties S.a.r.l., a private 
company based in Luxembourg, with maturity in 2012. 
Asset was defaulted with a 50% LS in the base case and 
100% LS was applied in the stress case. 

Luxembourg 

JP Res.  
+2.5% - 02/2014 
€9,665,696 
Assume Default 

B Loan Principal balance of €9.67m and with maturity in 2014. 
Asset was defaulted with a 50% LS in the base case and 
100% LS was applied in the stress case. 

Luxembourg 

 

 

 
 



 

 

 

Taberna CDO I Collateral Coverage

A1

A2

B

C

D

E

F

0.00

100.00

200.00

300.00

400.00

500.00

600.00

Taberna CDO I Tranche Balance

M
ill

io
n

 E
u

ro
s

Collateral - Base Case Scenario Collateral - Stress Case Scenario

€46.00 mil. Assumed  
Asset Specific Losses

€59.71 mil. Assumed
Asset Specific Losses

€61.67 mil. Additional 
Assumed Defaults at a 
25% Recovery Rate

€243.89 mil.
Low Risk Assets

€188.93 mil. Moderate 
Risk Assets

€243.89 mil.
Low Risk Assets

€179.77 mil. Moderate 
Risk Assets

€11.93 mil.:
•Principal Cash
•Expected Asset Recovery

•Interest Diversion

€21.43  mil.:
•Principal Cash
•Expected Asset Recovery

•Interest Diversion

Base Case Scenario
Assumed specific asset specific losses of €46.00 mil.

Moderate risk bucket consist of 9 performing unmarked assets, 
White Tower, Mesdag Berlin, and Sol Melia. 

Stress Case Scenario
In addition to assumed asset specific losses of €59.71,  an additional 
€61.67 mil of defaults (at a 25% recovery rate) has been assumed.

Risk bucket consists of 9 performing unmarked assets and Sol Melia. 

 

 

 

Disclaimer: 

The data and information used in the accompanying Analysis contained herein have been obtained from sources that Dynamic Credit Partners Europe B.V. and/or its affiliates 

(collectively, the “Dynamic”) believe to be reliable, subject to change without notice, its accuracy is not guaranteed, and it may not contain all material information concerning the 

securities which may be the subject of the analysis.  Dynamic does not make any representation regarding, or assume responsibility or liability for, the accuracy or completeness of, or any 

errors or omissions in, any information that is part of the analysis.  

Dynamic may have relied upon certain quantitative and qualitative assumptions when preparing the analysis which may not be articulated as part of the analysis. The realization of the 

assumptions on which the analysis was based are subject to significant uncertainties, variabilities and contingencies and may change materially in response to small changes in the 

elements that comprise the assumptions, including the interaction of such elements. Furthermore, the assumptions on which the analysis was based may be necessarily arbitrary, do not 

necessarily reflect historical experience with respect to securities similar to those that may be the contained in the analysis, and does not constitute a precise prediction as to future 

events. Because of the uncertainties and subjective judgments inherent in selecting the assumptions and on which the analysis was based and because future events and circumstances 

cannot be predicted, the actual results realized may differ materially from those projected in the Analysis.  

The Analysis is based in part on Dynamic’s interpretation of some of the applicable legal documentation for the transaction. The legal documentation for any structured product is 

complicated, may not cover all possible situations and may be subject to varying interpretations. Although Dynamic believes it has made a reasonable interpretation of the language in 

the applicable documents in conducting the Analysis, there can be no assurance that these interpretations are correct, are consistent with all other provisions within the documents, or 

that the documents would not be interpreted in materially different ways by a court or legal authority. Nothing included in the analysis constitutes any representations or warranty by 

Dynamic as to future performance. No representation or warranty is made by Dynamic as to the reasonableness, accuracy or sufficiency of the assumptions upon which the analysis was 

based or as to any other financial information that is contained in the analysis, including the assumptions on which they were based.  

Dynamic  shall not be liable for (i) the accuracy or completeness of, or any errors or omissions in, any information contained in the analysis, (ii) any indirect, incidental consequential or 

special damages, or (iii) any other type of damages which may arise from your or any other party’s use of the data or analysis contained herein except to the extent such damages are 

found by a final judgment of a court to be solely caused by the willful misconduct, bad faith or gross negligence of Dynamic. Dynamic may own, or manage entities that may own, the 

securities that are subject to this analysis.  

The information that contained in the analysis should not be construed as financial, legal, investment, tax, or other advice. You ultimately must rely upon your own examination and 

professional advisors, including legal counsel and accountants as to the legal, economic, tax, regulatory, or accounting treatment, suitability, and other aspects of the analysis. Dynamic 

does not assume any responsibility for investment decisions. Any of Dynamic’s analysis may be forwarded to your clients but must contain appropriate disclaimers per the paragraphs 

above.  

This document is for informational purposes and does not constitute an offer to sell or buy any securities, and may not be relied upon in connection with any offer to sell or buy any 

securities. The Analysis is as of the date specified herein and Dynamic has no obligation to update the Analysis. 

 

Sample CDO I Collateral Coverage 

Sample CDO I Tranche Balance 


