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Rating Action 

EthiFinance Ratings ("the Agency") has performed rating actions for Alhambra 
SME Funding 2019-1 DAC as follows: downgrade the rating of the Class A Notes 
at AAA(sf) to AA+(sf), downgrade the rating of the Class B Notes from AA(sf) to A+(sf) 

and downgrade the rating of the Class C Notes from B-(sf) to CC(sf). The Agency 
did not assign ratings to the Classes D, E, Z1 and Z2 Notes. 

Executive Summary  

Alhambra SME Funding 2019-1 DAC (the “Issuer” or the “Fund”), is a securitization 
transaction collateralized by a static portfolio of the primarily unsecured loans granted 
to Spanish SME and mid-cap corporates. The loans were originated by Be Spoke Capital 
(Ireland) Limited (BCI). Previously, the loans were warehoused by Be-Spoke Loan Funding 
DAC (the “Seller”) which in November 2019 assigned the loans to the Issuer. At the issue 
date, the portfolio consisted of 52 loans (and 48 borrowers), with outstanding loans of 
EUR 274.98 million. In the last monthly report as of 20 September 2022, the portfolio 
has 45 loans (and 41 borrowers) with an outstanding of EUR 208.05 million, including a 
total defaulted balance of EUR 101.97 million1.  

The capital structure of the transaction as of payment date September 30, 2022, is 
shown in the following table: 

 

 

 

Fundamentals 

• The defaulted underlying assets have increased substantially in the past 
nine months. Since the last Rating Review, the number of defaulted loans 
in the portfolio has increased from 5 to 16. The current outstanding 
defaulted balance is EUR 101.97 million, which represents 49.0% of the 
current portfolio. However, 9 loans have been successfully restructured 
(without considering write-downs) representing a potential recovery 
amount of EUR 57.38 million, slightly improving the future outlook of the 
Notes. 

• Overall Credit Enhancement (CE) has decreased due to the defaulted 
loans since September 2021. The CE of Tranche C has been completely 
depleted, going from 21.15% to 0.0% from September 2021 to September 
2022; this is because of a complete depletion of The Principal Deficiency 
Ledger (PDL) balance of Tranches D, E and Z1 in the last 12 months. Also, 
the CE of Tranche B declined from 49.18% to 46.54% in the same period, 
due to a decrease of 19.11% in the PDL balance of Tranche C. On the 
contrary, because of the principal amortization of the A notes, the CE of 

 
 

1 If a loan is considered defaulted, the Fund contemplates the total outstanding at default as defaulted balance. 

Also, there are 4 categories of default depending on the status of each company1) there has been a Restructuring 
which does not meet the Restructuring Criteria, 2) a Borrower Insolvency Event has occurred, 3) the aggregate 

amount of any interest and principal amount due and payable was not paid in full on three consecutive loan 
interest payment dates and 4) the Servicer reasonably deems (with reference only to the facts and circumstances 

then existing and based on its knowledge and belief at the time of determination) that the Borrower thereunder 
is or will be unable to meet its financial obligations under the Loans after having made reasonable enquiry. 

CLASS Interest Rate Risk Premium
Previous 

Rating (2021)
Rating

(1)

Initial 

Balance    

(MM EUR)

Current 

Balance           

(MM EUR)

Current PDL 

remaining  (MM 

EUR)

Previous CE 

(09/2021)

Current CE 

(09/2022)

A EUR 1M (Floor at 0) 2.00% AAAsf AA+sf 132.50 40.19 40.19 56.8% 62.1%

B EUR 1M (Floor at 0) 2.50% AAsf A+sf 16.50 16.50 16.50 49.2% 46.5%

C Eur 1M 5.25% B-sf CCsf 61.00 61.00 49.34 21.1% 0.0%

D Eur 1M 9.25% Not Rated Not Rated 23.60 22.25 - 10.9% 0.0%

E Eur 1M 15.00% Not Rated Not Rated 13.80 13.80 - 4.6% 0.0%

Z1 Eur 1M 15.00% Not Rated Not Rated 19.30 19.30 - 0.0% 0.0%

Z2
(2) N/A N/A Not Rated Not Rated 13.80 13.80 - 0.0% 0.0%

(1) Ratings after the rating action as a result of the annual review.

(2) Notes were issued to finance start-up fees and the purchase of collateralised loans.
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Tranche A increased 5.34 percentage points, from 56.76% to 62.10%.  

• Nine of the sixteen defaulted loans have been restructured. From the 
completion of the restructuring process until September 2022 
determination date, the debtors met their respective revised payment 
schedules. These loans are still considered nonperforming loans, and 
therefore do not improve the CE of the Tranches. The Servicer is currently 

working to restructure more of the defaulted loans. 

• The Weighted Average Life (WAL) of the portfolio was revised upwards 
because of the restructured defaulted loans. There is an increase of 0.64 

years in the WAL of the portfolio, from 0.95 to 1.59 years. This has been 
caused by the restructured loans that, in general, have had a relevant 
increase in their WAL. As more of the defaulted loans may be restructured, 
it is likely that the WAL will continue to increase in the upcoming months. 

• Adequate measures have been taken to mitigate commingling, legal and 
operational risks. The Agency considers that the transaction has and is 
taking the correct measures to mitigate and deal with these risks if they 

materialize.   

• Exposure to continuous interest rate hikes. The number of defaulted 
loans may grow in the upcoming months as interest rates maintain an 
upward trend, and pressure the obligors’ ability to pay. Further defaults, 
triggered by this risk, may adversely impact the Fund’s ability to meet its 

payment obligations. 

• The current macroeconomic scenario may affect the payment capacity 
of the debtor companies. The high level of inflation, the increasing 
interest rates, and the continuous disruption in the supply chain are 
putting increasing pressure on the payment capacity of some companies, 
especially the ones that have not yet recovered from the effects caused 
by the Covid pandemic. Therefore, during the upcoming months, there may 
be an increase in the number of defaulted loans in the portfolio. 

Sensitivity analysis 

Factors that could (individually or collectively) impact the 
rating 

• Positive factors (↑). 

A higher level of recovery on the current defaulted loans could increase the PDL 
account and, therefore, increase the Credit Enhancements of the transaction. 
Furthermore, an improvement in the Probability of Default (PD) of the underlying 
assets could have a positive effect in the results of the Quantitative Analysis and, 
therefore, in the overall risk of the transaction.   

• Negative factors (↓). 

A further decrease in the borrowers’ liquidity and/or solvency, due to the current 
macroeconomic conditions, could compromise their ability to pay their financial 
obligations. This would cripple the cash flows received by the Fund, and therefore 
limit its ability to pay back interests and principal to the noteholders. 

Transaction Description 
The transaction consists of the securitization of a pool of loans granted to Spanish SMEs 
and mid-cap corporations. As of September 20, 2022, the Fund is composed by 45 loans 
(vs. 49 loans at September 2021 determination date). The decrease in the number of 
loans during this is due to the payment of three loans and the sale at discount of one 
loan. 



 

Alhambra SME Funding 2019-1 DAC 

XS2074549820 

Rating Review 

Structured Finance 

 

 

Structured Finance Rating SOLICITED                              
F93F892D-95B5-442E-B687-3F57D2E9AE44/20000013                 3/7 

The transaction was structured by NatWest Markets (Arranger and, together with, JP 
Morgan, Joint Lead Managers) with the issuance of seven tranches. EthiFinance Ratings 
has been tasked with rating Trances A, B and C. While Tranches D, E and Z1 are 
structured as credit enhancements to the three senior tranches, Tranche Z2 was 
structured to finance the start-up fees, to fund part of the underlying assets, and for 
risk retention purposes. 

The securitization has a reserve fund for the rated notes that was not pre-funded at the 
issuance, with a maximum amount of 4,000,000€ and whose sole purpose is to cover any 
shortfall as specified in the pre-enforcement waterfall established in the Deed with its 
respective defined exclusions in the same document. The rated notes reserve fund 
expires once the rated notes have been fully paid. Additionally, a Principal Deficiency 
Ledger (PDL) is put in place for all notes to cover loan defaults. The PDL will be enforced 
until the final maturity date.  

The underlying assets pay an interest of EUR 1M floored at zero + 6.90%, while the notes 
issued to finance the structure, accrue a monthly interest with the following 
composition, in the end, the assets and the liabilities are paying at a variable rate plus 
a spread, so there is no mismatch: 

 

Originally, the underlying assets were included in a warehousing structure established 
in September 2017 and were sold to the issuer by Be-Spoke Loan Funding DAC (the seller) 
at the date of issue of the Notes. 

Transaction Description 
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Participants 

 

Operation Diagram 

 

Description of the Servicer 
Be-Spoke Capital is a direct Lender that specializes in bringing long-term capital 
solutions to Spanish SMEs and middle market companies. They have been investing since 
2017. The company also offers financing solutions in other types of financing products, 
such as Hybrids (warrants, PIK and subordinated debt) and Structured Portfolios 
(Alhambra SME Funding 2019-1 DAC). 

Description of the Rating Evolution 
Tranche A’s rating has shown resilience in the quantitative analysis to the current 
defaults but, due to the economic outlook and to EthiFinance Rating’s negative 
expectation on the repayment of some performing loans, this tranche’s rating has been 
downgraded one notch, from AAA(sf) to AA+(sf).  

In the case of Tranche B, as shown in the quantitative analysis section below that 
considers the Montecarlo and Cashflow analysis, its rating has been deeply affected by 
the recent defaults. Considering the results obtained in the quantitative analysis the 
tranche is downgraded two notches, from AA(sf) to A+(sf).  

Lastly, Tranche C has suffered a two-notch downgrade, from B-(sf) to CC (sf). In this case, 
the Agency has decided to be more lenient with the expected recovery of restructured 
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loans. This is due to the expectation of further restructuring of the current defaulted 
loans. 

 

  

Rating Sep-19 Sep-20 Sep-21 Sep-22

TRANCHE A AAAsf AAAsf AAAsf AA+sf

TRANCHE B AA+sf AAsf AAsf A+sf

TRANCHE C BB+sf B+sf B-sf CCsf

Source: BNP Paribas Trust Corp. U.K Limited and EthiFinance.
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Regulatory information 

Fuentes de información 
La calificación de crédito emitida en este informe ha sido realizada de manera solicitada por parte de la entidad originadora  de los 

activos, participando dicha entidad en el proceso. La calificación de crédito está basada en: 

  

• Información proveniente de fuentes de acceso público.  

• Información proporcionada por la entidad originadora de los activos cedidos o que vayan a ser 
cedidos al fondo de titulización. 

  

Desde el momento de la emisión de la calificación de crédito, toda información proporcionada por el originador de los activos, por el 

administrador de los activos (si éste fuera una entidad distinta del originador) o por un tercer participante en la transacción, será revisada 

y analizada con objeto de valorar los siguientes puntos: 

  

• Evolución de la calidad crediticia de los activos que sirven de colateral del Fondo.  

• El nivel de mejora de crédito.  

• Evolución de los triggers cuantitativos del Fondo.  

• Evolución de los triggers cualitativos del Fondo (riesgo de contrapartidas). 
  

La información ha sido exhaustivamente revisada con objeto de asegurar su validez, coherencia y consistencia, considerándose la misma 

como satisfactoria. No obstante, EthiFinance Ratings no asume ninguna responsabilidad sobre la veracidad de la información y de las 

conclusiones derivadas de la misma. 

  

 

Información adicional 
         

• La calificación ha sido realizada de acuerdo al Reglamento (CE) N°1060/2009 del Parlamento 
Europeo y del Consejo de 16 de septiembre de 2009 sobre las agencias de calificación crediticia y 
en concordancia con la  Metodología Structured Finance Rating que puede consultarse en 
www.EthiFinance Ratings-rating.com/es-ES/about-EthiFinance Ratings/methodology; y bajo la 
Escala Estructurados disponible en www.EthiFinance Ratings-rating.com/es-ES/about-EthiFinance 
Ratings/rating-scale       

• EthiFinance Ratings publica los datos sobre las tasas históricas de incumplimiento de las 
categorías de calificación, que se alojan en el repositorio central de estadísticas CEREP, del 
regulador European Securities and Markets Authority (ESMA).       

• De acuerdo con lo estipulado en el Artículo 6, apartado 2, en relación con el anexo I, sección B, 
punto 4, del Reglamento (CE) Nº 1060/2009 del Parlamento Europeo y del Consejo de 16 de 
septiembre de 2009, se informa que en el transcurso de los últimos 12 meses EthiFinance Ratings 
ha prestado servicios auxiliares a la entidad calificada, no así a terceros vinculados. No obstante, 
conforme a nuestra Política de Conflictos de Intereses, esta venta no supone conflicto ya que no 
supera el 5% de la cifra neta de negocio.    

• El rating otorgado ha sido notificado a la entidad calificada, no siendo modificado desde entonces. 
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