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OVERVI EW

* W have reviewed the performance of BBVA Hi potecario 3, using data from
the January 2013 trustee report, and have perforned our credit and cash
fl ow anal ysi s appl yi ng our updated European SME CLO criteria and our 2012
counterparty criteria.

e On Jan. 17, 2013, when our updated European SME CLO criteria became
effective, we placed on CreditWatch negative our ratings on the class B
and C notes.

 Today, we have affirnmed our 'AA- (sf)' rating on the class A2 notes.

e« At the sane tine, we have lowered to 'BBB+ (sf)' from'A (sf)' our rating
on the class B notes and to 'BB+ (sf)' from' BBB (sf)' our rating on the
cl ass C notes.

» BBVA Hipotecario-3 is a cash flow CLO transaction that securitizes |oans
to SMEs. The coll ateral pool conprises secured | oans. The transaction
closed in June 2005.

LONDON ( Standard & Poor's) April 9, 2013--Standard & Poor's Ratings Services
today took various credit rating actions on all classes of notes in BBVA
Hi potecario 3, Fondo de Titulizacion de Activos.

Specifically, we have:
e Affirmed our 'AA- (sf)' rating on the class A2 notes;
 Lowered to 'BBB+ (sf)' from'A (sf)' and renoved from CreditWatch
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negative our rating on the class B notes; and
* Lowered to 'BB+ (sf)' from' BBB (sf)' and renoved from CreditWtch
negative our rating on the class C notes (see |list below).

Today's rating actions follow the application of our updated criteria for

Eur opean col |l ateralized | oan obligations (CLGs) backed by small and m dsize
enterprises (SMEs) and our 2012 counterparty criteria, as well as our
assessment of the transaction's perfornmance using the |atest avail able trustee
report and | oan-level data (dated January 2013) (see "European SME CLO

Met hodol ogy And Assunptions,” published on Jan. 10, 2013, and "Counterparty

Ri sk Framewor k Met hodol ogy And Assunptions,” published on Nov. 29, 2012).

On Jan. 17, 2013, when our updated European SME CLO criteria becane effective
we placed on CreditWatch negative our ratings on the class B and C notes (see
Rati ngs On 100 Tranches In 33 European SME CLO Transactions Placed On

Credi tWatch Negative Following Criteria Update").

CREDI T ANALYSI S

Wth further deleveraging of the notes, obligor concentration risk in the
collateral pool is higher when conpared with all of our previous reviews. The
underlying pool is highly seasoned. Loans originated in 2003 and 2004 now
represent the highest proportion of the current outstanding pool. According to
t he January 2013 trustee report, 12+ nonths cumnul ative defaults account for
2.02% of the closing pool balance (conpared with 1.52% a year ago). The |evel
of 12+ nonths cumul ative defaults observed for 2003 and 2004 vintages (2.04%
and 3.00% respectively) are higher than the pool average (2.02% . The
recovery rates reported on these defaults are in the range of 55% 60% The
reserve fund is at €14.6 mllion

We have applied our updated European SME CLO criteria to determine the
scenario default rates (SDRs) for this transaction

W categorize the originator as noderate (based on tables 1, 2, and 3 in our
criteria). W have taken into account Spain's Banking Industry Country Risk
Assessnent (BICRA) score (as the country of origin for these SME | oans is
Spai n) and our observations fromthe managenent neeting held with the
originator in Novenber l[ast year. This resulted in a downward adjustment of
one notch to the 'b+ archetypical European SME average credit quality
assessment of the pool. As a result, our average credit quality assessnent of
the pool is '"b'.

We further applied a portfolio selection adjustment of minus one notch to the
"b'" credit quality assessnent, which we based on our review of the current
pool characteristics, conpared with the originator's other transactions. As a
result, the average credit quality assessnent of the portfolio to derive our
"AAA" SDR was ' b-'.

We also reviewed the originator's internal credit scores and used them as
i nputs to our European SME Mapping Moddel, to deternmine the portfolio' s 'AAA
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SDR. However, due to the lack of data available on the validation of the
banks' internal rating scores with the actual performance of the |oans and
their transition across various internal ratings, we only considered this
"AAA'" SDR for our sensitivity analysis.

We have reviewed historical originator default data, and have assessed Spain's
current market trends and devel opnents, macroeconom ¢ factors, and the way
these factors are likely to affect the loan portfolio's creditworthiness.

As a result of this analysis, our 'B SDRis 4%

The SDRs for rating |l evels between 'B and 'AAA" are interpolated in
accordance with our European SME CLO criteria.

RECOVERY RATE ANALYSI S

At each liability rating level, we assuned a wei ght ed-average recovery rate
(WARR) by considering the asset type (secured/unsecured), its seniority (first
lien/second lien), and the country recovery grouping (see table 7 in "European
SME CLO Met hodol ogy And Assunptions") and observed historical recoveries. W
also factored in the recoveries fromthe historical defaulted assets, and

i ndustry and regi onal concentration of the current pool, to derive our
recovery rate assunptions to be applied in our cash flow anal ysis.

As a result of this analysis, our WARR assunption in a 'AA" scenari o was
24.0% The recovery rates at nore junior rating levels were higher (as
outlined in our criteria).

CASH FLOW ANALYSI S

We subjected the capital structure to various cash flow scenari os,
incorporating different default patterns, recovery tinmng, and interest rate
curves to generate the m ni mum break-even default rate (BDR) for each rated
tranche in the capital structure. The BDR is the maxi num | evel of gross
defaults that a tranche can withstand and still fully repay the notehol ders,
given the assets and structure's characteristics. W then conpared these BDRs
with the SDRs outlined above.

COUNTERPARTY RI SK

The transaction features an interest rate swap where the issuer pays the swap
counterparty the total interest received fromthe loans. In return, the issuer
receives fromthe swap counterparty an anount equivalent to the

wei ght ed- aver age coupon of the notes plus 65 basis points per year on the
performng |loans (up to three nonths in arrears).

Banco Bil bao Vizcaya Argentaria, S.A (BBB-/Negative/A-3) is the swap
counterparty. W have reviewed the swap counterparty's downgrade provisions,
and, in our opinion, they do not fully conply with our 2012 counterparty
criteria. Therefore, we conducted our cash flow analysis w thout giving
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benefit to the swap above a 'BBB' rating |level--our long-termissuer credit
rating on the swap counterparty plus one notch

The credit enhancenent available to the class B and C notes is commensurate
with | ower ratings than previously assigned. W have therefore lowered to
"BBB+ (sf)' from'A (sf)' and to 'BB+ (sf)' from' BBB (sf)' our ratings on
the class B and C notes, respectively, and have renoved them from Credit Wat ch
negati ve.

The credit enhancenent available to the class A2 notes is commensurate with
its current rating. W have therefore affirmed our 'AA- (sf)' rating on the
cl ass A2 notes.

BBVA-3 is a cash flow CLO transaction that securitizes |oans to Spanish SMEs.
The col |l ateral pool conprises secured |oans. The transaction closed in June
2005.

STANDARD & POCR S 17G 7 DI SCLOSURE REPCORT

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 enforcenment mechani sims
avail able to investors and a description of how they differ fromthe
representations, warranties and enforcenent nechanisns in issuances of sinilar
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

RELATED CRI TERI A AND RESEARCH
Rel ated Criteria

* European SME CLO Met hodol ogy And Assunptions, Jan. 10, 2013

e Counterparty Ri sk Franmewor k Met hodol ogy And Assunptions, Nov. 29, 2012

* Nonsoverei gn Ratings That Exceed EMJ Soverei gn Ratings: Methodol ogy And
Assunptions, June 14, 2011

 Update To d obal Methodol ogi es And Assunptions For Corporate Cash Fl ow
And Synthetic CDGs, Sept. 17, 2009

Rel at ed Research

* Europe 2013: Recession Strikes Again, Feb. 25, 2013

e Ratings On 100 Tranches In 33 European SME CLO Transactions Placed On
CreditWatch Negative Following Criteria Update, Jan. 17, 2013

* European Structured Finance Scenario And Sensitivity Analysis: The
Effects O The Top Five Macroeconom ¢ Factors, March 14, 2012

e @obal Structured Finance Scenario And Sensitivity Analysis: The Effects

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT APRIL 9, 2013 4

1112827 | 300976797



Various Rating Actions Taken On All Classes Of Notes In BBVA Hipotecario 3 Following European SME CLO

O The Top Five Macroecononic Factors, Nov. 4, 2011
RATI NGS LI ST

d ass Rat i ng
To From

BBVA Hi potecario 3, Fondo de Titulizacion de Activos
€1.45 Billion Mrtgage-Backed Fl oating-Rate Notes

Rati ngs Lowered And Renmpoved From Credit Watch Negative

B BBB+ (sf) A (sf)/Watch Neg
C BB+ (sf) BBB (sf)/Watch Neg

Rating Affirned

A2 AA- (sf)

Additional Contact:
Structured Finance Europe; StructuredFinanceEurope@standardandpoors.com
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