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OVERVI EW

* W have reviewed BBVA RVBS 2 by conducting our credit and cash fl ow
anal ysi s under our updated Spanish RVMBS criteria and our updated criteria
for rating single-jurisdiction securitizations above the sovereign
foreign currency rating.

e Followi ng our review, we have |owered our ratings on the class A2, A3,

A4, and C notes.

e« At the sane tine, we have affirned our rating on the class B notes.

« BBVA RMBS 2 is a Spanish RMBS transaction, which closed in March 2007 and
securitizes first-ranking nortgage | oans. Banco Bil bao Vizcaya Argentaria
ori ginated the pool, which conprises |oans granted to prinme borrowers,
mainly located in Catal onia, Andalucia, and Madrid.

PARI S (Standard & Poor's) Feb. 25, 2015--Standard & Poor's Ratings Services
today lowered its credit ratings on BBVA RMBS 2, Fondo de Titulizaci on de
Activos' class A2, A3, A4, and C notes. At the sane tinme, we have affirmed our
rating on the class B notes (see |list bel ow).

Upon publishing our updated criteria for Spanish residential nortgage-backed
securities (RVBS criteria) and our updated criteria for rating
single-jurisdiction securitizations above the sovereign foreign currency
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rating (RAS criteria), we placed those ratings that could potentially be
affected "under criteria observation" (see "ltalian And Spani sh RVBS And
Covered Bond Program Ratings Placed Under Criteria Observation,” and "ltaly
And Spai n RVMBS Met hodol ogy And Assunptions,"” both published on Sept. 18, 2014,
and " Met hodol ogy And Assunptions For Ratings Above The

Soverei gn--Single-Jurisdiction Structured Finance," published on Sept. 19,
2014).

Fol | owi ng our review of this transaction, our ratings that could potentially
be affected by the criteria are no longer under criteria observation

Today's rating actions follow our credit and cash fl ow anal ysis of the nost
recent transaction information that we have received in Cctober 2014. Cur
anal ysis reflects the application of our RVBS criteria and our RAS criteria.

Under our RAS criteria, we applied a hypothetical sovereign default stress
test to determ ne whether a tranche has sufficient credit and structura
support to withstand a sovereign default and so repay tinely interest and
principal by legal final maturity.

Qur RAS criteria designate the country risk sensitivity for RVBS as
"nmoderate’'. Under our RAS criteria, this transaction's notes can therefore be
rated four notches above the sovereign rating, if they have sufficient credit
enhancenent to pass a mnimum of a "severe" stress. However, as not all of the
conditions in paragraph 48 of the RAS criteria are net, we cannot assign any
addi ti onal notches of uplift to the ratings in this transaction (see "
Under st andi ng Standard & Poor's Rating Definitions," published on June 3, 2009
for our definitions of severe and extrenme | evels of economc stress).

The transaction features interest deferral triggers for the class B and C
notes, set at 12% and 10% respectively, of cunul ative defaults over the
closing portfolio balance. W do not expect either of these interest deferral
triggers to be breached in the near term

Credit enhancenent has increased to 7.6% from®6.7%in our previous review
(see "Ratings Affirmed On Spani sh RVMBS Transaction BBVA RVMBS 2's C ass A2, A3,
And A4 Notes Due To Swap Counterparty Action," published on March 26, 2013).

d ass Avail abl e credit

enhancenent (%
A2 7.6
A3 7.6
A4 7.6
B 3.6
C 0.0

The transaction's reserve fund has been fully depl eted since August 2010.

Severe del i nquencies of nmore than 90 days at 0.69% are on average | ower for
this transaction than our Spanish RMBS i ndex (see "Spani sh RVMBS | ndex Report
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@/ @B 2014: Delinquencies Continue To Rise As The Housing Market Slowy
Recovers," published on Jan. 2, 2015). Defaults are defined as nortgage | oans
in arrears for nore than 12 nonths in this transaction. Cumul ative defaults
represent 3.65% of the original nortgage bal ance. Prepaynment |evels renmain | ow
and the transaction is unlikely to pay down significantly in the near term in
our opi ni on.

After applying our RVBS criteria to this transaction, our credit analysis
results show an increase in the weighted-average forecl osure frequency (WAFF)
and in the wei ghted-average | oss severity (WALS) for each rating |evel.

Rating | evel WAFF (9% WALS (%
AAA 13.9 36.0
AA 10. 2 31.0
A 8.3 22.1
BBB 6.0 17.3
BB 3.7 14.1
B 3.1 11. 4

The increase in the WAFF is mainly due to an increase in arrears and

adj ustnent factors that we have applied to the original |oan-to-value (LTV)
rati os, to seasoned | oans, geographical province concentration adjustnents,
and junmbo | oans under our RMBS criteria. The increase in the WALS is nmainly
due to the application of our revised nmarket val ue decline assunptions. The
overall effect is an increase in the required credit coverage for each rating
| evel .

Fol | owi ng the application of our RAS criteria and our RVMBS criteria, we have
determ ned that our assigned rating on each class of notes in this transaction
shoul d be the lower of (i) the rating as capped by our RAS criteria and (ii)
the rating that the class of notes can attain under our RVBS criteria. In this
transaction, the ratings on the class A2 and A3 notes are constrai ned by the
rati ng on the sovereign.

Taking into account the results of our updated credit and cash flow anal ysis
and the application of our RAS criteria, we consider the available credit
enhancenent for the class A2 and A3 notes to be commensurate with | owner

rati ngs than those currently assigned. W have therefore lowered to 'BBB (sf)
from'BBB+ (sf)' our ratings on the class A2 notes and A3 notes.

We consider the available credit enhancenent for the class A4 and C notes to
be conmensurate with | ower ratings than those currently assigned. W have
therefore lowered to 'BB+ (sf)' from'BBB+ (sf)' and to 'B- (sf)' from'B
(sf)' our ratings on the class A4 and C notes, respectively.

We have affirned our 'BB (sf)' rating on the class B notes as the avail able
credit enhancenent for this class of notes is comensurate with the currently

assigned rating.

In our opinion, the outlook for the Spanish residential nortgage and rea
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estate narket is not benign and we have therefore increased our expected 'B
forecl osure frequency assunption to 3.33%from 2. 00% when we apply our RMBS
criteria, to reflect this view (see "CQutl ook Assunptions For The Spani sh

Resi denti al Mrtgage Market," published on Sept. 18, 2014). W base these
assunptions on our expectation of nodest econom c growth, continuing high
unenpl oyment, and house prices leveling off in 2015.

On the back of inproving but still depressed macroeconon ¢ conditions, we
don't expect the performance of the transactions in our Spanish RVBS index to
i mprove in 2015

We expect severe arrears in the portfolio to remain at their current |evels,
as there are a nunber of downside risks. These include weak econom c growt h,
hi gh unenpl oynment, and fiscal tightening. On the positive side, we expect
interest rates to remain low for the foreseeable future.

BBVA RMBS 2 is a Spanish RMBS transaction, which closed in March 2007. The
transaction securitizes a pool of first-ranking nortgage |oans granted to
prime borrowers, which Banco Bil bao Vizcaya Argentaria S. A originated. The
portfolio is mainly located in Catal onia, Andalucia, and Madrid.

STANDARD & POOR' S 17G 7 DI SCLOSURE REPORT

SEC Rule 17g-7 requires an NRSRO for any report acconpanying a credit rating
relating to an asset-backed security as defined in the Rule, to include a
description of the representations, warranties, and enforcenent nechani sns
avail able to investors and a description of how they differ fromthe
representations, warranties, and enforcenent mechani sms in issuances of
simlar securities. The Rule applies to in-scope securities initially rated
(including prelimnary ratings) on or after Sept. 26, 2011

If applicable, the Standard & Poor's 17g-7 Disclosure Report included in this
credit rating report is available at http://standardandpoorsdi scl osure-17g7. com
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