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The purpose of this paper is to develop a model that defines the optimal “securitization space” for firms located in emerging markets.   The 3-D “securitization space” is determined by the sovereign ceiling, the number of notches above sovereign ceiling achieved on the securitization of the future export receivable, and the corresponding cost of securitization vs. the reduction in basis points above Treasury, when piercing sovereign ceiling.

I. INTRODUCTION

A company located in an emerging market country with foreign currency export revenues, can securitize these revenues when the obligors have a strong rating, and achieve a rating above its sovereign ceiling.  The company can raise capital at a lower cost of funding by securitizing its expected future export receivables, instead of issuing debt in $US.  The rating of the debt in $US issued by the firm is constrained by the sovereign rating.  

Rating agencies assign long and short-term ratings to foreign currency debt issued by sovereign governments.  Credit ratings reflect the sovereign’s ability and willingness to satisfy the terms of its foreign currency debt. When analyzing emerging market economies, the credit rating assigned to a sovereign’s foreign currency debt tends to be the upper boundary for credit ratings given to the foreign currency debt issued by public authorities and private enterprises that are under the sovereign’s domain.  Insulation from exchange controls and currency restrictions typically requires that the exporter build a funding structure that traps future export receivables and the proceeds from their liquidation in a jurisdiction where an offshore special purpose company can grant and defend a security interest in the receivables to investors or to a trustee on behalf of the investors. 

A firm’s local currency ratings will be at least as high as its foreign currency rating because the risk measured by the rating agency is net of the elements which compose sovereign risk.  Local currency ratings indicate a firm’s ability to service its debt given the quality of its management, operational risk, financial structure and exposure to market forces.  

Financial structures that have been employed by public entities and private firms to issue foreign currency debt with ratings higher than the rating on foreign currency debt issued by the sovereign vary in financial and legal design but have some fundamental features that are common. At the core of each structure is an offshore special purpose vehicle that takes the place of the original company as creditor to importers/obligors.  Importers are directed to pay for goods and services to an offshore account that is the source of debt service for the securities issued to capitalize the company’s future stream of exports.  Direction to pay for imports to the offshore account (notification), requires binding acknowledgment from the importer. Often these transactions are referred to as “future-flow securitizations”, but would more accurately be termed structured asset-backed financings. Future-flow securitizations essentially relocate part of a firm’s export business to a jurisdiction that is insulated from the currency convertibility facets of sovereign risk. 

The principle feature that distinguishes a “future flow” securitization from a securitization of future receivables is that in the former, receivables are sold before they exist while in the latter all receivables created from designated accounts will be sold over a future period as they are created. In a future flow securitization the credit performance of the securities depends on the ability of the originator to continue to produce and sell products and services.  In a traditional securitization of current or future receivables only the payment timing not the credit performance of the asset-backed securities should be affected by the originator’s inability to generate new receivables.   

In a well structured transaction investors will be shielded from sovereign actions that restrict the exchange and flow of currency.  As long as the exporter produces and sells its product or service for a sufficient price and as long as the importers pay for the product, investors who buy the securities issued by the securitization vehicle should be paid in full and on time. Securities backed by export receivables are not completely disconnected from the risks of operating a business in an emerging market or for that matter a developed market.  Political actions may disrupt the production and delivery of the export.  Commodity prices may decline.  Demand for the product may decrease. Currency devaluation may push firms into default on their debt.  If default impairs production, the credit quality of the securities backed by the firm’s export receivables may be jeopardized. 

The purpose of this paper is to develop a model that defines the optimal “securitization space” for firms located in emerging markets.  The 3-D “securitization space” is determined by the sovereign ceiling, the number of notches above sovereign ceiling achieved on the securitization of the future export receivable, and the corresponding cost of securitization vs. the reduction in basis points above Treasury, when piercing sovereign ceiling.

II. MODEL

A. Bonds’ Rating and Spread over Treasury

Exhibit 1

	Bond Rating
	Yield Spread
	
	

	
	over LT Treas.
	
	

	AAA
	20
	
	

	AA
	50
	
	

	A+
	80
	
	

	A
	100
	
	

	A-
	125
	
	

	BBB
	150
	
	

	BB
	200
	
	

	B+
	250
	
	

	B
	325
	
	

	B-
	425
	
	

	CCC
	500
	
	

	CC
	600
	
	

	C
	750
	
	

	D
	1000
	
	

	Source:spreadsheet on Aswath Damodaran's website

	www.stern.nyu.edu/~adamodaran/spreadsheets
	

	also used in Damodaran's text "Applied Corporate
	

	Finance" published by Wiley.
	
	

	Some of the numbers are from Altman and Kishore, 

	"Default Experience of US Bonds", 1996 NYU working

	paper.
	
	
	


Exhibit 1 shows long term (LT) bonds with different ratings and their corresponding spread over Treasuries.  The lower the rating is, the higher the spread over treasuries is.  The spread is the compensation investors require for the credit risk they absorb.  We can see from Exhibit 2, that not only the spread increases with credit risk of a bond (lower rating) but it increases at an increasing rate.  This is because the probability of default on a bond increases at an increasing rate as the rating of that bond decreases.

Exhibit 2
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In Exhibit 3 we calculate the spread reduction achieved by a firm successful in piercing its sovereign rating constraint via securitization. For example, a firm located in a country with a sovereign rating D, could pierce that rating by several notches, and achieve a securitization of its future flow receivable with a B+ rating (six notches higher).  Had that company raised capital by issuing bonds in $US, the rating would have been D, with a 1000bps spread above Treasury (see Exhibit 1).  Instead, it was able to raise the rating on its securitized assets to B+, and lower the spread above Treasury to 250 bps, a difference of 750 basis points (1000bps-250bps = 750bps).  The first column of Exhibit 3 shows the number of notches in rating achieved above that of the sovereign rating constraint when a firm securitizes its future flow receivables by issuing notes in US$.  A firm located in a country with AA rating (last column), could only increase the rating on its US$ debt to AAA if securitization was used, and increase the rating on its US$ debt by only one notch in rating, reducing the spread above Treasury by only 30bps (using Exhibit 1 as a reference). 

Exhibit 3: Spread Reduction

	Notches
	D
	C
	CC
	CCC
	B-
	B
	B+
	BB
	BBB
	A-
	A
	A+
	AA

	1
	250
	150
	100
	75
	100
	75
	50
	50
	25
	25
	20
	30
	30

	2
	400
	250
	175
	175
	175
	125
	100
	75
	50
	45
	50
	60
	

	3
	500
	325
	275
	250
	225
	175
	125
	100
	70
	75
	80
	
	

	4
	575
	425
	350
	300
	275
	200
	150
	120
	100
	105
	
	
	

	5
	675
	500
	400
	350
	300
	225
	170
	150
	130
	
	
	
	

	6
	750
	550
	450
	375
	325
	245
	200
	180
	
	
	
	
	

	7
	800
	600
	475
	400
	345
	275
	230
	
	
	
	
	
	

	8
	850
	625
	500
	420
	375
	305
	
	
	
	
	
	
	

	9
	875
	650
	520
	450
	405
	
	
	
	
	
	
	
	

	10
	900
	670
	550
	480
	
	
	
	
	
	
	
	
	

	11
	920
	700
	580
	
	
	
	
	
	
	
	
	
	

	12
	950
	730
	
	
	
	
	
	
	
	
	
	
	

	13
	980
	
	
	
	
	
	
	
	
	
	
	
	


We plot the spread reduction for firms located in the C to A range country.  The higher the rating of the country, the less notches are available to be increased above the original rating of the country; that explains the short curves of spread reduction for firms located in high-rated countries, and the long curves for firms located in low-rated country.

Exhibit 4


[image: image2]
B. Spread Reduction Function

Exhibit 4 shows that the spread reduction for a firm located in a specific country, increases with the number of notches above sovereign, achieved by such firm, at a decreasing rate.  We can express the spread reduction function as:

yj = [ax2 + bjx + c] / Tj



(1)

where

yj represents the spread reduction achieved by a firm located in country rated “j”, with 

j = DDD+, C-, ….., AAA

x corresponds to the number of notches above sovereign ceiling, achieved by the firm, via securitization.

“a” is negative, and therefore, equation (1) represents a parabola facing downward.  The value of “a” determines for how long (over how many notches) the spread reduction is located on the left side of the parabola, and at how many notches will the parabola reach its maximum (at x = -b/2a).  A high negative “a” makes the spread reduction increase for only a small range of notches.  A low negative “a” makes the spread reduction increase over a wider range of notches, before it starts to decrease, and eventually become negative.

The parameter “b” determines the slope/steepness of the parabola.  The spread reduction is more sensitive to changes in a fixed number of notches for firms located in low rated sovereign countries, and therefore “b” is higher in those countries, relative to firms having higher rated sovereign constraint.  We have expressed this relationship in Exhibit 5, by increasing the value of “b” (second line) as sovereign ratings increase (line 5).

The parameter “c” determines the positioning of the curve, and represents the y intercept of the curve for x=0.  x=0 means that the firm could not pierce its sovereign ceiling and therefore no spread reduction is achieved, leading to y=0, and c=0.

In Exhibit 5 we simulate the spread reduction for firms located in different countries with different ratings.  We use equation (1), with the “a”, “b”, and “c” parameters shown in the first three rows of Exhibit 5.  The “b” parameter is a function of the sovereign ceiling, and varies accordingly.  The first column corresponds to the number of notches above sovereign, achieved by a firm using securitization, and represents the “x” variable in equation (1).  Column 2, with the “CCC+” heading corresponds to the spread reductions, achieved by a firm located in a CCC+ rated country. The spread reductions are a function of the notches achieved above CCC+, and are calculated using equation (1), with the “a”, “b” and “c” parameters on top of the second column.  After we compute the spread reduction using equation (1), we need to tune/calibrate the results, and divide them by 3.  We show the tuning (T) used for each sovereign ceiling, as the fourth row of exhibit 5.  The tuning increases as the rating of a country increases.  

Exhibit 5

	a=
	-7
	-7
	-7
	-7
	-7
	-7
	-7
	-7
	-7
	-7
	-7
	-7
	-7
	-7
	-7
	-7
	-7

	b=
	250
	240
	230
	220
	210
	200
	190
	180
	170
	160
	150
	140
	130
	120
	110
	100
	90

	c=
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	Tuning
	3
	3
	3
	3
	3.5
	3.5
	3.5
	3.5
	3.5
	3.5
	4.5
	4.5
	4.5
	4.5
	4.5
	4.5
	4.5

	notches
	CCC+
	B-
	B
	B+
	BB-
	BB
	BB+
	BBB-
	BBB
	BBB+
	A-
	A
	A+
	AA-
	AA
	AA+
	AAA-

	1
	81
	78
	64
	71
	58
	55
	52
	49
	47
	43.7
	32
	30
	27
	25
	23
	21
	18.4

	2
	157
	151
	123
	137
	112
	106
	101
	95
	89
	83.4
	60
	56
	52
	47
	43
	38
	

	3
	229
	219
	179
	199
	162
	153
	145
	136
	128
	119
	86
	79
	73
	66
	59
	
	

	4
	296
	283
	231
	256
	208
	197
	185
	174
	162
	151
	108
	100
	91
	82
	
	
	

	5
	358
	342
	279
	308
	250
	236
	221
	207
	193
	179
	128
	117
	106
	
	
	
	

	6
	416
	396
	322
	356
	288
	271
	254
	237
	219
	202
	144
	131
	
	
	
	
	

	7
	469
	446
	362
	399
	322
	302
	282
	262
	242
	222
	157
	
	
	
	
	
	

	8
	517
	491
	398
	437
	352
	329
	306
	283
	261
	238
	
	
	
	
	
	
	

	9
	561
	531
	429
	471
	378
	352
	327
	301
	275
	
	
	
	
	
	
	
	

	10
	600
	567
	457
	500
	400
	371
	343
	314
	
	
	
	
	
	
	
	
	

	11
	634
	598
	481
	524
	418
	387
	355
	
	
	
	
	
	
	
	
	
	

	12
	664
	624
	501
	544
	432
	398
	
	
	
	
	
	
	
	
	
	
	

	13
	689
	646
	516
	559
	442
	
	
	
	
	
	
	
	
	
	
	
	

	14
	709
	663
	528
	569
	
	
	
	
	
	
	
	
	
	
	
	
	

	15
	725
	675
	536
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	16
	736
	683
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	17
	742
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	


We graph in Exhibit 6 the simulated spread reductions obtained from equation (1), shown in Exhibit 5.  Comparing Exhibit 6 (simulated results) with Exhibit 4 (real data), we conclude that equation (1) accurately describes the relationship between the “spread reduction” and the notches pierced above sovereign ceiling, when securitizing export receivables.

Exhibit 6
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C. Cost of Securitization

We assume that the cost of securitization increases at an increasing rate, the more notches a firm tries to achieve above its sovereign ceiling, credit enhancement being one of the main components. We express the securitization cost function in equation (2).

zj = [αx2 + βjx + γ ] / τj                                         (2)   
where

zj represents the cost of securitization achieved by a firm piercing the rating of its country rated “j”, with 

j = DDD+, C-, ….., AAA

x corresponds to the number of notches above sovereign ceiling, achieved by the firm, via securitization.

“α” is positive, and therefore, equation (2) represents a parabola facing upward (but we are only interested in the half right side of it).  The value of “α” determines at how many notches will the parabola reach its minimum (at z = -β/2α).  

The parameter “β” determines the slope/steepness of the parabola.  The cost of securitization is more sensitive to changes in a fixed number of notches for firms located in low rated sovereign countries (more credit enhancement needed), and therefore “β” is higher in those countries, relative to firms having higher rated sovereign constraint.  We have expressed this relationship in Exhibit 7, by increasing the value of “β” (line 2) as sovereign ratings increase (line 5).

The parameter “γ” determines the positioning of the curve, and should be interpreted as a fixed cost in securitization.

In Exhibit 7 we simulate the cost of securitization for firms located in different countries with different ratings.  We use equation (2), with the “α”, “β”, and “γ” parameters shown in the first three rows of Exhibit 7.  The “β” parameter is a function of the sovereign ceiling, and varies accordingly.  The first column corresponds to the number of notches above sovereign, achieved by a firm using securitization, and represents the “x” variable in equation (2).  Column 2, with the “CCC+” heading corresponds to the cost of securitization incurred by a firm located in a CCC+ rated country. The cost is a function of the notches achieved above CCC+, and is calculated using equation (2), with the “α”, “β” and “γ” parameters on top of the second column.  After we compute the cost of securitization using equation (2), we need to tune/calibrate the results, and divide it by 3.  We show the tuning (τ) used for each sovereign ceiling, as the fourth row of exhibit 7.  The tuning increases as the rating of a country increases.  

Estimated Costs of Securitization for firms piercing sovereign rating

Exhibit 7

	a=
	7
	7
	7
	7
	7
	7
	7
	7
	7
	7
	7
	7
	7
	7
	7
	7
	7

	b=
	250
	240
	230
	220
	210
	200
	190
	180
	170
	160
	150
	140
	130
	120
	110
	100
	90

	c=
	20
	20
	20
	20
	20
	20
	20
	20
	20
	20
	20
	20
	20
	20
	20
	20
	20

	Tunning
	3
	3
	3
	4
	5
	5
	5
	5
	5
	5
	5.5
	5.5
	5.5
	6
	6
	6
	6

	notches
	CCC+
	B-
	B
	B+
	BB-
	BB
	BB+
	BBB-
	BBB
	BBB+
	A-
	A
	A+
	AA-
	AA
	AA+
	AAA-

	1
	92.33
	89
	85.7
	61.8
	47
	45
	43.4
	41.4
	39
	37
	32.2
	30.4
	29
	25
	23
	21
	19.5

	2
	182.7
	176
	169
	122
	94
	90
	85.6
	81.6
	78
	74
	63.3
	59.6
	56
	48
	45
	41
	

	3
	277.7
	268
	258
	186
	143
	137
	131
	124.6
	119
	113
	96.9
	91.5
	86
	74
	69
	
	

	4
	377.3
	364
	351
	253
	194
	186
	178
	170.4
	162
	154
	133
	126
	119
	102
	
	
	

	5
	481.7
	465
	448
	324
	249
	239
	229
	219
	209
	199
	172
	163
	154
	
	
	
	

	6
	590.7
	571
	551
	398
	306
	294
	282
	270.4
	258
	246
	213
	202
	
	
	
	
	

	7
	704.3
	681
	658
	476
	367
	353
	339
	324.6
	311
	297
	257
	
	
	
	
	
	

	8
	822.7
	796
	769
	557
	430
	414
	398
	381.6
	366
	350
	
	
	
	
	
	
	

	9
	945.7
	916
	886
	642
	495
	477
	459
	441.4
	423
	
	
	
	
	
	
	
	

	10
	1073
	1040
	1007
	730
	564
	544
	524
	504
	
	
	
	
	
	
	
	
	

	11
	1206
	1169
	1132
	822
	635
	613
	591
	
	
	
	
	
	
	
	
	
	


Exhibit 8
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The tuning for both the spread function and the securitization cost function increases as the rating of the sovereign ceiling increases.   Keeping in mind that we divide equations (1) and (2) by their respective tune, this means the following: The results obtained in equation (1) for the Spread function are divided by a lower “Tune” for a low rated country, given a number of notches above sovereign achieved by a firm, and then by an increasing “Tune”, for the same number of notches above sovereign, as the rating of the country increases, because the spread reduction achieved by a firm piercing sovereign ceiling is more significant, the lower the sovereign rating is, and weakens as the firm’s sovereign rating increases.   On the other hand, the results obtained in equation (2), the securitization cost function, are divided by a higher “Tune” the higher the sovereign rating is, for equal notches achieved above sovereign by the firm.  For example, a firm located in a CCC+ country would incur higher cost of securitization due to credit enhancement, in order to pierce its sovereign ceiling by three notches, than a firm located in a BB+, trying to pierce its sovereign by the same number of notches.

We graph the cost of securitization for firms located in countries with different ratings, using the simulated data from exhibit 7, in exhibit 8. 

D. 3-D Securitization Space

Exhibit 9 computes the difference between the spread reduction achieved by a firm piercing its sovereign rating, and its corresponding cost of securitization.  The computations correspond to the difference between equation (1) and equation (2), (yj-zj).  A firm will use securitization only when the achieved spread reduction is greater than the corresponding cost of securitization, or when:

(yj-zj) > 0

We have highlighted the positive area of exhibit 9, which falls between the [B+, BBB+] band of rated countries and the [1, 4] notches pierced above sovereign. We graph that area in Exhibit 10, which represents the “Securitization Space” for firms located in countries with a sovereign rating constraint.

Exhibit 9: yj - zj
	Notches
	CCC+
	B-
	B
	B+
	BB-
	BB
	BB+
	BBB-
	BBB
	BBB+
	A-
	A
	A+
	AA-
	AA
	AA+
	AAA-

	1
	-11.3
	-11
	-22
	9.25
	10.6
	9.74
	8.9
	8.029
	7.171
	6.314
	-0.4
	-1
	-1.2
	0.61
	0.06
	-0.5
	-1.06

	2
	-25.3
	-25
	-45.9
	15.3
	18.4
	16.7
	15
	13.26
	11.54
	9.829
	-2.8
	-4
	-4.4
	-0.9
	-2
	-3.1
	

	3
	-48.7
	-49
	-78.5
	13.3
	19.4
	16.8
	14
	11.69
	9.114
	6.543
	-11
	-12
	-13
	-7.8
	-9.5
	
	

	4
	-81.3
	-81
	-120
	3
	13.6
	10.2
	6.7
	3.314
	-0.11
	-3.54
	-25
	-26
	-28
	-20
	
	
	

	5
	-123
	-123
	-170
	-15
	1
	-3.3
	-7.6
	-11.9
	-16.1
	-20.4
	-44
	-46
	-48
	
	
	
	

	6
	-175
	-175
	-228
	-42
	-18.4
	-24
	-29
	-33.8
	-39
	-44.1
	-69
	-72
	
	
	
	
	

	7
	-235
	-235
	-296
	-77
	-44.6
	-51
	-57
	-62.6
	-68.6
	-74.6
	-100
	
	
	
	
	
	

	8
	-305
	-305
	-372
	-120
	-77.6
	-84
	-91
	-98.2
	-105
	-112
	
	
	
	
	
	
	

	9
	-385
	-385
	-456
	-171
	-117
	-125
	-133
	-141
	-148
	
	
	
	
	
	
	
	

	10
	-473
	-473
	-550
	-230
	-164
	-173
	-181
	-190
	
	
	
	
	
	
	
	
	

	11
	-571
	-571
	-651
	-297
	-217
	-227
	-236
	
	
	
	
	
	
	
	
	
	

	12
	-679
	-679
	-762
	-373
	-278
	-288
	
	
	
	
	
	
	
	
	
	
	

	13
	-795
	-795
	-881
	-457
	-345
	
	
	
	
	
	
	
	
	
	
	
	

	14
	-921
	-921
	-1009
	-549
	
	
	
	
	
	
	
	
	
	
	
	
	

	15
	-1057
	-1057
	-1146
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	16
	-1201
	-1201
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	17
	-1355
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	


Exhibit 10
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Exhibit 10 graphs the highlighted area of Exhibit 9.  The x-axis represents the sovereign ceiling of a firm; the z-axis represents the number of notches achieved above sovereign ceiling when securitization is used; and the y-axis corresponds to the gain (yj-zj) in basis points achieved via securitization when piercing sovereign ceiling.

Along the x-axis, we observe that as the sovereign rating increases, the gain in basis points achieved via securitization when piercing the sovereign rating, first increases, reaches a maximum around BB-, then decreases, and eventually goes into the negative space.  When the sovereign’s rating is very low, i.e. CCC, the cost of securitization is very important because of additional credit enhancement, and the spread reduction is not sufficient to more than cover the securitization expenses.  When a firm is located in a high-rated country, i.e. AA, the spread reduction is not sufficient to justify piercing sovereign ceiling via securitization.

Along the z-axis, we observe that the gain in basis points achieved via securitization is maximized when the company is able to pierce its sovereign’s rating by two to three notches.  Less than that, the spread reduction “yj” is not sufficient to compensate the cost of securitization “zj”, and more than that, the cost of securitization “zj” more than offsets the spread reduction “yj”, reducing in both case the positive space of positive gain in basis points when securitization is used to raise capital.

The securitization of future flow receivables seems to be optimal in a space contained between firms located in countries with ratings ranging from B+ to BB+, and with piercing notches ranging from two to three above sovereign ratings.

Exhibit 11: Securitization of future flow receivables between 1992 and 1999









Rating of country
Rating of Transaction

at issue

at issue

Chili

LanChili Airline Receivable-Backed Notes (1999)


A-


AA

Colombia

Avianca Airline Receivables-Backed Notes (1997)


BBB-


BBB-

El Salvador

Banco Cuscatlan Remittance Backed-Notes (1998)


BB+


BBB

Taca International Airline Receivable-Backed Notes (1997)

BB+


BB+

Mexico

Banca Serfin, S.A. Credit Card Voucher-Backed Notes (1993)
BB


A+

Banco Nacional de Mexico CreditCardVoucher-BackedNotes(1995)
BB


A-

Banco Nacional de Mexico Remittance-Backed Notes (1996)

BB


A-

Banco Nacional de Mexico Remittance-Backed Notes (1998)

BB


BBB+

Banco Santander Remittance-Backed Notes (1994-A)


BB


BBB-

Bancomer, S.A. Credit Card Voucher-Backed Notes (1995-A)
BB


BBB+

Bancomer, S.A. Credit Card Voucher-Backed Notes (1992)

BB


A+

Bancomer, S.A. Credit Card Voucher-Backed Notes (1996)

BB


AAA

Bancomer, S.A. Credit Card Voucher-Backed Notes (1998)

BB


AAA

Bancomer, S.A. Credit Card Voucher-Backed Notes (1999)

BB


AAA

Banorte Group Remittance-Backed Notes (1999-1)


BB


AAA

BITAL Credit Card Voucher-Backed Notes (1993)


BB


A

Grupo Minero Mexico, CV Export-Backed Notes (1995, 96, 97)
BB


BBB

Jose Cuervo International Export-Backed Notes (1996)

BB


BBB

Nylon de Mexico (Nylmex) Export-Backed Notes (1996-A)

BB


BBB-

Petroleos Mexicanos (PEMEX) Export-Backed Notes (1998, 1999)
BB


A-

Rassini Export-Backed Notes (1996-A&B)



BB


BBB-

Panama

Banco del Istmo Credit Voucher-Backed Notes (1996)

BB+


BBB-

Banco del Istmo Credit Voucher-Backed Notes (1998)

BB+


BBB

Argentina

Molinos Rio de la Plata Export-Backed Notes (1996)


B


BBB-

YPF SA Export-Backed Notes (1995 I & II)



B


BBB

YPF SA Export-Backed Notes (1996)




B


AAA

Peru

Southern Peru Copper Corporation Export-Backed Notes (1997)
BB


BBB-

Telefonica del Peru Telephone Receivables-Backed Notes (1998)
BB


A-

Brazil

Alcoa Aluminio S.A. Export-Backed Notes (1996-1)


B+


BBB

Aracruz Celulose S.A. Export-Backed Notes (1995-1)


B+


BBB-

Aracruz Celulose S.A. Export-Backed Notes (1995-II&III)

B+


BBB-

Ceval Alimentos Export-Backed Notes (1996-A)


B+


BBB-

Ceval Alimentos Export-Backed Notes (1999)



B


BBB-

Companhia Siderurgica Tubarao (CST) Export-Backed Notes (1997)
B+


BBB-

Companhia Siderurgica Nacional (CSN) Export-Backed Notes (1996)B+


BBB

Companhia Suzano de Papel e Celulose Export-Backed Notes (1996)
B+


BBB-

Ripasa S.A. Celulose e Papel Export-Backed Notes (1997)

B+


BB

Samarca Mineracao S.A. Export-Backed Notes (1996)

B+


BBB-

Trikem S.A. Investor Certificates (1997)



B+


A

Turkey

Akbank T.A.S. Credit Voucher-Backed Notes (1998)


B+


A-


Garanti Credit Card Voucher-Backed Notes (1994-I&II)

B


A

Garanti Credit Card Voucher-Backed Notes (1995)


BB-


A

Garanti Credit Card Voucher-Backed Notes (1998-1)


B+


AAA

Garanti Electronic Transfer-Backed Notes (1999)


B+


BBB

Garanti Remittance-Backed Notes (1997-A)



B+


BBB

Interbank/AKK Credit Card Voucher-Backed Notes (1997)

BB-


BB

Pamukbank Remittance-Backed Certificates (1998-A)


B+


BBB-

Vakifbank Credit Card Voucher-Backed Notes (1997)


B+


BBB+

Yapi ve Kredi Remmittance-Backed Notes (1998-A)


B+


BBB

Venezuela

PDVSA Export-Backed Notes (1998, 1999)



BB-


A

Indonesia

P.T. BII Credit Card Voucher-Backed Notes (1997)


BBB-


BBB+

Jamaica

NBC Credit Card Voucher-Backed Notes (1997)


n.a.


BBB

Domenican Republic

Bancredito Credit Card Voucher-Backed Notes (1997)

n.a.


BB+

Pakistan

Pakistan Telecom Telephone Receivables-Backed Notes (1997)
n.a.


BBB-

Ratings of the deals are from Duff & Phelps
Exhibit 12 displays the number of securitization of future flows receivables for the B-A rating range and the 1-9 notches above sovereign range.  We graph it in Exhibit 13.

Exhibit 12

1992-1999

	Sovereign/Notches
	1
	2
	3
	4
	5
	6
	7
	8
	9

	B
	
	2
	
	7
	7
	2
	
	2
	1

	BB
	2
	6
	2
	2
	4
	2
	3
	
	

	BBB
	
	1
	
	
	
	
	
	
	

	A
	
	
	
	
	
	
	
	
	


Exhibit 13
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Exhibit 13 confirms our simulated results from Exhibit 10: The securitization space for future flow receivables is greater in the B+ to BB+ range of sovereign ratings, and is maximized in the three to four notches piercing above sovereign.

III. CONCLUSION

(forthcoming)
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