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London, 26 February 2018 - ARC Ratings has published its updated Global Asset Backed Commercial Paper (ABCP)
Criteria. This is an update to the methodology previously published on 23 February 2017. There are no material changes
and as such no rating impact. This methodology can be accessed at www.arcratings.com.
ARC Ratings’ (“ARC”) Global Asset Backed Commercial Paper (ABCP) Criteria (the “Criteria”) lays down the fundamental
considerations for any ABCP transaction rated by ARC. There are a number of different types of ABCP programme
structures and support mechanisms, which are detailed in this report. ABCP is rated by analysing (i) the conduit and
transaction structure, (ii) capabilities of the sponsor and administrator as well as an analysis of the sponsor’s investment
guidelines, (iii) support mechanisms and (iv) an analysis of the underlying collateral. ABCP programmes are accorded a
short-term rating, which reflects the short-term exposure to default of the rated entity and its capacity to meet its financial
obligations within a 12-month period. ABCP is short term debt, issued on a discount or interest- bearing basis, with a
maturity not exceeding 364 days. ABCP ratings accorded by ARC are in respect of full and timely repayment of both
principal and interest. ARC’s analysis addresses the principal risks to ABCP investors (cash flow timing mismatches, the
credit risk of the underlying collateral and seller or servicer risks) and the mitigation of these risks through credit
enhancement, liquidity facilities, investment guidelines, issuance tests and triggers. ARC’s analysis for fully supported
ABCP programmes is focused on the programme structure, support mechanisms and support providers since timely and
full repayment of the ABCP is assured by liquidity / credit support that provides full protection against credit losses on
the underlying portfolio. For partially supported ABCP programmes, an analysis of the underlying portfolio and
transaction, as well as the programme structure and support mechanism, is carried out to ensure the underlying collateral
is commensurate with the rating of the CP issued.
An ABCP programme is typically structured as a bankruptcy-remote SPV that issues commercial paper (“CP”). The
proceeds of such issuance are used to finance interests in various assets / securities via a traditional asset purchase or a
secured loan. ABCP programmes, in general, issue short term liabilities to fund long term assets with structural mechanics
to cover potential repayment shortfalls caused by timing mismatches. Typically, the pools of assets are revolving, with no
scheduled amortisation. An ABCP programme typically funds multiple and varied asset types creating a diversified
portfolio.
The Criteria applies globally, however, specific transactions may give cause to additional observations or deviations which
will be disclosed in the transaction rating reports.
This should be read in conjunction with ARC’s Global Structured Finance Criteria.
Analytical Contact:
EmmaEmma-Jane Fulcher
Head of Structured Finance
Phone: +44 (0) 1622 684548
E-mail: emma.fulcher@arcratings.com

ARC Ratings, S.A.

1/2

RATINGS LIMITATIONS AND DISCLAIMERS
ARC Ratings is registered as a Credit Rating Agency with the European Securities and Markets Authority (ESMA), within
the scope of the Regulation (EC) Nº 1060/2009 of the European Parliament and of the Council, of 16 September, and
recognised as External Credit Assessment Institution (ECAI).
Ratings assigned by ARC Ratings represent opinions on the capacity and willingness of an entity to make all required payments on a
given obligation in a timely manner.
Prior to the assignment or revision of a rating ARC Ratings provides to the entity whose financial commitments are being rated the
documents that substantiate the rating to be attributed (the Preliminary Rating Report). This entity is thus given the opportunity to clarify
or correct factual details, thus allowing the rating assigned to be as accurate as possible. The comments made by the entity whose
financial commitments are being rated are taken into account by ARC Ratings in the assignment of the rating.
ARC Ratings historical default rates are published in the European Securities and Markets Authority Central Repository (CEREP) which
can be accessed in the website cerep.esma.europa.eu/cerep-web/. ARC Ratings default rate is the probability of lack of full and timely
payment of capital or interest or of the occurrence of any event that explicitly indicates that the future full and timely payment of those
commitments will not occur (e.g., in case of insolvency).
Ratings do not constitute a recommendation to buy or sell, but only one of the factors to be weighted by investors.
Throughout the entire period during which ratings are valid, ARC Ratings monitors the issuer’s performance on a constant basis, and
may even bring forward the date of the review unless stated as point in time. Hence, prior to an investor using a rating, ARC Ratings
recommends that it be confirmed, namely by consulting the list of public ratings available at the website www.arcratings.com.
Ratings are assigned based on information, including confidential information, collected from a wide group of sources, and in particular
from the entity whose financial commitments are being rated. ARC Ratings uses and treats this information with due care and attention.
Although all due care was taken in the collection, verification and processing of the information for the purposes of the rating analysis,
ARC Ratings cannot be held liable for its accuracy. ARC Ratings must make sure that the information has a minimum level of quality prior
to assigning a rating based on such information.
In the rating process, ARC Ratings adopts procedures and methodologies aimed at ensuring transparency, credibility and independence,
and also that rating classifications are not influenced by situations of conflict of interests. Any exceptions to these principles are disclosed
by ARC Ratings together with the rating of the financial commitment in question.
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