
The latest news and transactions in the securitization market June 2010

ABS

The market continues to see strong interest in short dated asset backed securities. This week, spreads have moved to tighter levels but the more volatile 
markets make it difficult to predict that the sector is back on track and expected to resume tightening. We expect moves in the ABS markets will continue 
to be linked to the investment grade corporate and other securitized product markets. The ABS markets have held in reasonably well, as investors have 
come to depend upon limited credit events due to embedded structural protections in deals, the diversified nature of the underlying collateral, and the 
strength of the business model used by lenders. On a year-over-year basis, consumer debt has declined for fourteen consecutive months. Higher vehicle 
sales contributed to flat growth in the non-revolving sector. Reduced loan volume is supportive of the view of fairly limited supply of new ABS.  In 
response, the ABS market is seeing older deals coming to market to issue a lower rated tranche.  For example, Hertz’s 2009-2 deal issued over $180 
million of Class B notes in two tranches.  The 2.6 year WAL, $76 million B-1 tranche priced at S + 360bps and the 4.6 year WAL, $107.5 million B-2 
tranche priced at S + 375bps.  Both tranches were rated Baa2 by Moody’s.  Chrysler also came to market with three deals from 2008 and 2007, issuing A 
and BBB tranches at EDSF + 300bps and EDSF + 275bps, respectively.  

Auto, Credit Card and Student Loan Spreads 
(bps, AAA, 3-years)

ABS Issuance Volume by Month ($bn)

New ABS Deals and Pricing, bps

Source: Bloomberg Source: BMOCM
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Equivalent Spreads over Libor/Swaps
Deal $MM AAA - 1y AAA - 2y AAA - 3y+ AA A ≤BBB Subsector

Autos
6/18 ALLYA 2010-2 (Ally) 1,200 15 25 40 Retail Loan - Prime
6/18 SDART 2010-A (Santander) 750 63 68 88 Retail Loan - Subprime
6/16 BAAT 2010-2 (Bank of America) 1,252 15 20 30 Retail Loan - Prime
6/10 HERTZ 2009-2 (Hertz) 184 350 - 375 Car Rentals
6/10 CFAST 2008-B (Chrysler) 90 300 Retail Loan - Prime
5/28 CFAST 2007-A (Chrysler) 107 275 Retail Loan - Prime
5/28 CFAST 2008-A (Chrysler) 83 275 Retail Loan - Prime
5/19 SDART 2010-1 (Santander) 1,000 60 65 85 Retail Loan - Subprime
5/19 NALT 2010-A (Nissan) 750 35 40 - 45 Auto Leases

Total 5,417
Credit Cards

6/17 GEMNT 2010-3 (GE) 850 75
Total 850

Other
6/8 SVLF 2010-A (Silverleaf) 152 400 878 - 1503 Timeshares
6/8 SBAP 2010-20F (SBA) 294 60 SBA Loans
6/2 BMO Covered Bond Trust (BMO) 2,000 39 Covered Bonds

5/27 IFUND 2010-1 (Impact) 302 225 - 230 Muiltifamily Housing
5/27 FOSSM 2010-2 (Fosse) 2,100 140 - 143 RMBS
5/21 NAVOT 2010-A (Navistar) 919 60 85 275 Equipment

Total 5,767   
Student Loans

6/21 GOAL 2010-1 (Goal Capital) 188 70 FFELP Loans
6/17 EFSV 2010-1 (Ed. Funding of the South) 228 85 FFELP Loans
6/2 ACCSS 2010-A (Access) 464 275 Private Loans

Total 879   
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No new deals reported.

*Only select deals that have been publicly announced by borrowers.

Conduit Deals*

Throughout the month, the CLO market has been seeing the same themes: increased tiering, lower trading volumes and lower loan prices. Doral Money 
Inc. issued a $450 million primary US CLO, with the $250 million AAA tranche priced at L+185bps taken down by a single investor, Babson, and the 
$200 million equity retained by the manager.  Also, ALM Loan Funding (Apollo) issued a $325 million CLO, with the $215.4 million AAA tranche priced 
at L + 170bps, the $11.1 million AA tranche priced at L + 225bps and the $24.7 million B tranche priced at L + 230bps.     

Leveraged Finance 

Disclaimer
The opinions, estimates and projections contained herein are those of BMO Capital Markets Corp. (“BMOCMC”) as of the date hereof and are subject to change without notice. BMOCMC endeavors to ensure that the contents herein have been compiled or 
derived from sources that we believe are reliable and contain information and opinions which are accurate and complete. However, BMOCMC makes no representation or warranty, express or implied in respect thereof, takes no responsibility for any errors 
and omissions which may be contained herein and accepts no liability whatsoever for any loss (whether direct or consequential) arising from any use of or reliance on this report or its contents. Information may be available to BMOCMC, which is not 
reflected herein. This report is not to be construed as an offer or solicitation to buy or sell any security. BMOCMC, its affiliates and/or their respective officers, directors or employees will buy from or sell to customers the securities of issues mentioned herein 
on a principal basis. BMOCMC usually makes a market in the securities and actively trades these securities for its customers and as principal for its own account. BMOCMC may act as financial advisor and/or underwriter for the issuers mentioned herein 
and may receive remuneration for same. BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, Harris N.A. and BMO Ireland Plc, and the institutional broker dealer businesses of 
BMO Capital Markets Corp., BMO Nesbitt Burns Trading Corp. and BMO Capital Markets GKST Inc. in the U.S., BMO Nesbitt Burns Inc. (Member CIPF) in Canada, Europe and Asia, BMO Nesbitt Burns Securities Limited (U.S. registered and member of 
FINRA), and BMO Nesbitt Burns Ltée/Ltd. (Member CIPF) in Canada, and BMO Capital Markets Limited in Europe and Australia.

® Registered trademark of Bank of Montreal in the United States, Canada and elsewhere.  TM Trademark Bank of Montreal.

TO CANADIAN RESIDENTS: BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee, affiliates of BMO Capital Markets Corp., furnish this report to Canadian residents and accept responsibility for the contents herein subject to the terms set out above. Any 
Canadian person wishing to effect transactions in any of the securities included in this report should do so through BMO Nesbitt Burns Inc. and/or BMO Nesbitt Burns Ltee.

TO U.K. RESIDENTS: The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons described in part VI of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001.

U.S. Securitization ContactsBMO Recent Deals

Dave Kucera, Sector Head and Managing Director 312.461.3893 dave.kucera@bmo.com
Eduardo Mendoza, Managing Director 312.461.7521 eduardo.mendoza@bmo.com
Keith Niebrugge, Managing Director 312.461.3134 keith.niebrugge@bmo.com
John Pappano, Managing Director 312.461.4033 john.pappano@bmo.com
Matt Peters, Managing Director 312.461.3416 matt.peters@bmo.com
Bart Steenbergen, Managing Director 312.461.7513 bart.steenbergen@bmo.com
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MOHELA 2010-2
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The unknown outcomes of the European 
Credit Crisis and U.S. financial reform 
have continued to sideline investors who 
still cannot grasp the effects of volatility 
in the CMBS market. In general, negative 
net supply of higher-yielding assets –
especially mortgage and asset-backed 
securities – coupled with low interest rates 
and a desire on the part of investors to put 
money to work will, over the medium- to 
long-term, cause CMBS spreads to grind 
tighter, particularly at or near the top of the 
capital structure. JP Morgan issued $716.3 
million of bonds backed by commercial 
mortgages through its conduit.  The deal, 
titled JP Morgan Chase Commercial 
Mortgage Securities Trust 2010-C1, has 
three AAA rated tranches, a AA rated 
tranche, a A rated tranche and a BBB rated 
tranche. The transaction, which is the 
second of the newly issued commercial-
mortgage backed bonds to be sold this year, 
consists of 36 loans on 96 properties. 
Finally, Freddie Mac issued a $68.664 
million multifamily CMBS.  The class B 
tranche priced at 400bps over the 
benchmark.  Finally, One Bryant Park has 
come to market with a $650 million large 
loan CMBS transaction.  The collateral is 
office properties and the DSCR and LTV are 
4.00x and 2.95%, respectively.  The deal is 
expected to price on June 25th, 2010.

CMBS
CMBS Spreads, bps

Source: Bloomberg

Commercial Mortgage 
Delinquencies - 60D+ 

(%)

Thought of the Month

As the European crisis 
continues to be worked out 
and the issue in the Gulf 
of Mexico is not resolved, 
spreads on AAA and AA 
securitization risk haven’t 
widened as much as 
corporate spreads over the 
last month.  As a result, 
securitization has become 
a more attractive funding 
option to companies, and 
is expected to remain so in 
a choppy market for 
corporate issuance.  Both 
the term and ABCP 
conduit markets offer 
increasingly attractive 
funding options for 
companies, especially 
companies rated BBB and 
below.  Call us to explore 
if securitization can add 
any value to corporate 
refinancing or new 
financing needs.   

Source: Bloomberg
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