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About Us 4

Moody’s Analytics is a subsidiary of Moody’s Corporation and a separate legal entity from Moody’s
Investors Service, Inc. (which is a global provider of credit ratings and research covering debt
instruments and securities). Moody’s Investors Service does not share non-public information received
from issuers as part of the ratings process with Moody’s Analytics. Further, Moody’s Corporation
prohibits any ratings personnel from providing consulting services on behalf of Moody’s Analytics.
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Basic Fundamental and Market Valuation Techniques
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Static Analysis D)

» Defaults: 2 CDR is a common baseline, use stresses too
» Recovery Rate: 70% for senior loans, 30% for second liens
» Prepayments: 20 — 40 CPR

» Make assumptions about reinvestment spreads, interest rates, calls, etc.
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Sample Static Results
CDR 2 4 7 10 15 2 4 7/ 10 15
CPR 15 15 15 15 15 20 20 20 20 20
Severity 35 35 35 35 35 35 35 35 35 35

Present Value @ Tranche Issuance Spread:
A3 100 100 100 100 100 100 100 100 100 100

B 100 100 100 100 100 100 100 100 100 100

C 100 100 100 100 85.12 100 100 100 100 99.08

D 100 100 100 85.99 0.66 100 100 100 98.43 451
Equity 63.02 3753 8.14 0 0 62.38 38.25 10.13 0 0
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Aggregate Market Spread Data
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» Market sources, such as the banks, distribute market summary statistics

Sector WAL Current Change Change Change Recommendation US CLO Tranche Prices
(years) Spread vs 01/19 YTD 2010
Us CLO 100 1 —Ezg.t::.;: _2._:::.; —E L A
Super Senior ~ 3-5 180 5 -10 20 Ov erweight 20 -
AAA 6-8 210 =y -10 -10 Ov erw eight 80 - ,J'k“
AA 710 3 0 75 100 Overweight 1| \
A 8-10 550 25 65 165 Neutral a0 |
BBB 9-11 175 -25 -5 200 Neutral 50 |
BB 911 1050 25 125 225 Neutral .0
Euro CLO 3
AAA 68 20 10 20 25 Overweight | i
AA 710 650 75 100 150 Overweight |
A 810 1050 -100 -150 500 Neutral 10
BBB 911 1450 -100 -100 500 Neutral 0 ' ' ' ' ' ' ' ' ' : :
Jan-08 May-08 Sep-D8 Feb-02 Jun-09 Nowv-D9 Mar-10 Aug-10 Dec-10 May-11 Sep-11 Jan-12

BB 911 2150 0 0 650 Neutral

Table 1: CLO liabilities estimated” trading levels

AAA AA A BBBE BB
Midto Lowto |, .
us -~180DM ,,. . High $70 Mid $70
High $80 Mid 380 19" S $
Europe ~275 DM High €70 Low €70 Low €60 Mid €50 Sources: JP Morgan, Morgan Stanley, BofA
b)
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Differentiating Factors

» Running analysis based on original rating is not always enough

» Other factors can affect the assumptions used in the analysis:
— Manager reputation in the market
— Overall collateral quality statistics versus cohorts
— OC cushions
— PIK status
— Turbo
— Reinvestment period timing / post-reinvestment reinvestment ability
— Likelihood of a call
— Rating transitions

— Voting rights

» Judgment and/or a model must be used to adjust the aggregate DM data
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Comparing to Peers

» Performance statistics like WARF, WAS, etc., can be compared to the deal’s cohorts

» Moody’s Analytics Performance Data Services, and others, deliver monthly trustee data

as well as historical information
Test Percentile

Senior OC 45%
Mezz OC 51%
Sub OC 60%
Sub IC 16%
WAS 42%
SSL 89%
SEC_LIEN 22%
CAA/CCC 62%
STRUCTSEC 39%

Weighted Avg 51%
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Benchmarking
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Users can pick from hundreds of data points to rank the comparing tranche against its peers

09624SAB1 |
TOP 15 COMPARABLES VALUATION DATA | | BENCHMARKING
y-txis: | DealVWAS v }.{-_J'-‘.,xig;‘NDI'IE v

DealWWARF
DealDnerstyScona
DealZeniorSecuredPercent
DealSecondLienPearcent
DealCovenanLitePercent
DealLongDatedPercent
DealBondPearcent
DealStructuredParcant
DealDefaultPercent
DealliborFlood®ercant
DealliborCapFercent
DealCushionJumords
DealCushionSeniorDC
DealWACC
DealExcessSpread
DealLiabilityFactor
tDealCCCBucket

DealCCCBuckatCushion
Deal\WidAwgRecoveryRate

Struct| DealEquityRetums
DealMoCallPenodEnded
TrancheF actor
TrancheSpread
TrancheCurrent Coupon
TrancheSubardmationPet
TranchelastDeferrgdinterest
TrancheFreviousDeferredintare st
TranchePrice

Deal\WAS

Mountain Capital CLO W Ltd. - A-1L
Regatta Funding Ltd. - AlLY
Regatta Funding Ltd. - AlL

LCHM W Ltd. - A2

Bluemountain CLO IT Ltd. - AZ
Trimaran CLO VI Ltd. 2006 - ALLY
Trimaran CLO VI Ltd. 2008 - AlL
Bluemountain CLO III Ltd. - B
Bluemountain CLO IIT Ltd. - ALE
Bluemountain CLO IIT Ltd. - AlA
Bluemountain CLO III Ltd. - A2
ructured Asset Management Long - ala
Trimaran CLO WII Ltd. - ALL

Trimaran CLO WII Ltd. - ALLR

Diamond Lake CLO Ltd. - A-1LR
Franklin CLO VI Ltd. - A
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]
Enhanced Market Valuations

» Model-driven market pricing has its benefits
— Aggregate spread levels for CLOs are freely available

— Adjusting DM on a tranche basis allows you to express qualitative judgment about the tranche, the
deal, and the manager

» However, we should not ignore other data points

— Several vendors provide market color for Structured tranches, generally derived from BWICs

» If our tranche hasn't traded, how does market color help?
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Finding Comparable Bonds
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Structured Finance DNA
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Dashboard | Bond Comparables xl Market Color x

Search any security MADFPK10.E

Provide Feedback
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Assoclated Market Color
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Dashboard Bond Comparables = | Market Color x|

Structured Finance DNA

Listof securities .
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Hello, De
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Mamsnn F'ark Fundmg I}{ Ltd

" P-.tnum vm

" THL Credlthd Rwerzm 2 1 CLO Ltd
Gala}w }{IR-f CLO Ltd

.Mamsun F'ark Fundmg }{ Ltd

OHA Cremt F'artners VII Ltd
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9814%

1EI1 EE%

9812%

S
L
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i

99 35%

09.71%
09.44%
09.63%
49.06%

05 56%
1EI1 84%

26 Apr13
271 hay 13
22 Mar13
|:|1 Fet:n13
13ru15|r13

1EIB 35%

9813%

1EI1 91%
1EI1 84%
1EIEI.Ei¢1':}E.

RIS

9?.?3%
98 EiT':K:.
1EIEI 22%

82 51%
95.31%

31 hay 13

20 Feh13

3III Maﬂa
I]E.Jun13

13ru15w13
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Market Color History )

Trade Date Settle Date Fecord Type Price32 Price Spread Color
02 hay 13 07 hay 13 ptalk mh30s 8y

02 hay 13 07 hay 13 ptalk mAls 85

02 hay 13 07 hay 13 b 97h 87.25 220 cover
02 hay 13 §Th a7 YR
02 hay 13 §7a a7 TALK
02 hay 13 MS0s 80.5 TALK
14 Mov 12 La0s g2 CVR
13 Mov 12 LhS0s 835 TALK
02 Mov 12 07 Moy 12 pxtalk La0s g2

02 Mov 12 07 Mov 12 pxtalk La0s g2

02 Mov 12 L90s g2 VR
02 Mov 12 53h 93 TALK
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]
Understanding the Manager .4

» With model-driven market valuations and comparables, we can understand what other
market participants seem to think about a given tranche, deal, and manager
» How do we refine our own opinion?

» One way is to understand the manager’s style

Mooby’s
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Data-based Manager Analysis

TRADE BEHAVIOR Deal Manager Comparables CLO Cohorts
Average loan purchase price (12-mo trailing) 98 97.25 99.25 98.5
Average purchased loan spread (bps) (12-mo trailing) 367 346 410 392
Average loan sell price {12-mo trailing) 92 95 97 96
Average realized trading gain (per trade) 1.20% 1.30% 0.75% 0.72%
Average yearly portfolio turnover 9% 11% 7% 6%
Average yearly post-reinvestment reinvestment 2% 2.50% 1.50% 1.70%
UNDERLYING MARKET PRICING (% of Pool) Deal Manager Comparables CLO Cohorts
Loan Price > 100 1.20% 1.30% 0.75% 0.77%
Loan Price 100-95 89.20% 87.20% 91.20% 91.40%
Loan Price 95-90 4.60% 6.20% 3.10% 3.05%
Loan Price 90-85 2.10% 2.50% 2.53% 2.45%
Loan Price 85-80 1.65% 1.45% 1.20% 1.10%
Loan Price 80-75 0.75% 0.55% 0.55% 0.55%
Loan Price <75 0.25% 0.45% 0.35% 0.37%
Loans Unpriced 0.25% 0.35% 0.32% 0.31%
LOSS MITIGATION Deal Manager Comparables CLO Cohorts
Annualized default rate 3.50% 3.10% 2.10% 1.90%
Annualized loss rate 0.90% 0.75% 0.40% 0.35%
Average time to recovery (days) 85 90 102 105
Average Junior OC cushion 3.20% 2.10% 3.50% 3.75%
Junior OC Cushion Standard Deviation 0.25% 0.27% 0.35% 0.37%
DEBT VS. EQUITY Deal Manager Comparables CLO Cohorts
Senior Management Fee 0.10% 0.11% 0.12% 0.09%
Subordinate Management Fee 0.50% 0.45% 0.30% 0.35%
Incentive Management Fee 10/ 30% 10/ 30% 12 f 20% 12 f 20%
Annualized Equity Return 14% 13% 18% 17%
Equity Return Standard Deviation 3% 2.70% 4.50% 6%

% of Underlying Amend-to-Extend 7% 6.00% 4.00% 5%
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Data-based Manager Analysis )

# of Separate
TRANCHE CASHFLOW DISRUPTION Disruption? # of Months Times
Junior Tranches No N/A N/A
Equity Tranche Yes 14 2
MARKET SENTIMENT TRAILING 6 MONTHS (bps)
Comparables
Their Tranche Avg Market Market Avg  Average
Tranche Original Rating Avg Market Color Color Average Delta Market Color  Delta
LEE] 130 130 -20 130 -20
Aa 230 210 -20 210 -20
A 400 350 -50 350 -50
Baa 550 500 -50 500 -50
Ba 750 700 -50 700 -50
DEAL A: INDUSTRIES
100% -
90%
80% -
70% u Other
60% = Automobile
50% - B Insurance
40% - B Finance
30% m Aerospace
20% m Electronics
10% - B Healthcare
Ll e T e B e B« < < < T A O T~ < = = T = I s e e o B B |
EREREEs8ss2Eg8zgssg8:8¢:8¢&8¢8&8¢8&E8E
N N N N AN A N N N N N AN N A N N N N N
5055306500053 058593553303
INDUSTRIES Deal Manager Comparables CLO Cohorts
Automobile 8.1% 8.5% 9.7% 10.1%
Finance 4.5% 4.2% 6.2% 6.7%
Insurance 11.1% 11.6% 6.5% 6.2%
Healthcare 3.2% 3.4% 4,1% 3.7%
Electronics 6.2% 5.9% 4,5% 5.2%
(etc)
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Single Name Analysis

» Besides analyzing the manager and looking at market valuations, we should also
understand what’s going on with the individual underlying credits

» Especially important for junior tranches
» This applies both to fundamental valuations as well as portfolio management

» Mapping individual loans enables metrics like MVOC, especially |mportant with so many

calls happening 12% 1
Default Rate: Rolling Twelve-Month S&P/LSTA Leverage Loan Index Defaults

11% A + 11%

10% A -+ 10%

9% + 9%

8% + B%

7% A + 7%

39, 4 ---J sesssvessssssvefe rossvennes esewesssweswt S5
2% -
1% - Al \w

] T T T T T T T T T T T T T T
Jan-3%  Jan-00 Jan-01 Jan-02  Jan-03 Jan-04 Jan-05 Jan-06 Jan-07 Jan-08 Jan-0% Jan-10 Jan-11  Jan-12  Jan-13

6% - 1 6%
5% - + 5%
EL / + 4%

e Crefault Rate (by Count) = mme[ssuer Based Avg Default Rate

Drefault Rats (by Principal) Val. Based Avg. Default Rate
Source: LCD

Mooby’s 21
ANALYTICS



-]
ey
Stochastic Analysis Y

» Need loan-level default probabilities and recovery rates to power the Monte Carlo
simulation

CREDITEDGE PLUS | Moody's Analytics

Analyze Solve | Chart m Override

~ Chart Builder

Chart Builder AvERISTAR CASINOS INC [ASCA] Show Chart for
Compare to: | Compary |~ | [Enter MAME or TICKER | Add Lookup Save Chart A= Image | Export
Period: From: To: Currency: Plot: Axiz I
| Last 5 vears [selarrm? (A zz27m2 [E] us. poLLaR(USD] [w] values [ %] Linear [w] ] - Favartes [0 Chart tems
Moody's  S&P EDF 4 | Current Configuration
Ca o | EDF ws Ratings
: 1408 | Relative Analysis
[W]AMERISTAR CASINDS INC [ASCA] |
1200 Show Bonds  w
SOCIETE DES BAINS DE MER ET DU
’ \ & XDCERC [BAIN]
c 10.08
Caa3 & % SKY CITY ENTERTAINMENT GROUF
LIMITE [SKE]
: 200 Show Bonds -
Caal I \ 'l @ K [JsuN INTERNATIONAL LIMITED [UN |
oo i
,—A - .03 ® XDKINGSTDN FINAMCIAL GROUP LTD
o / Po [oa1]
cee- / 2 /\ y
coo b 4.09 Us MISC. AMUSEMENT, RECREATION
a v :
Caat j \ OIJ o \ f\‘L @ X 3eruices sroup [usaresn
* o
Coos /\ o
g US ENTERTAINMENT & LEISURE
B3 o US ENTERTAINMENT & LEISURE
B o / ® ><GRDUP LUSAENL] i |
B - DI
Baazl maio o mee ==p == ! 009 GLOBAL ENTERTAINMENT & LEISURE
31-Mey-07  D1-Dec-OT 31-May-08 01-Dec-Df 31-May-00 01-Dec-D2 3-May-10  01-Dec-10 3-May-11  01-Dec-11 (] XDGRDUP LGENL] |
Time L\ﬂ
[F]=AMERISTAR CASINDS INC [ASCA]  [V]=AMERISTAR CASINDS INC [ASCA) [#]— AMERISTAR CASINDS INC [ASCA] Beset Peers to Source...
ELF Moody's Rating S&F Rating @ = Peers (Maximum of & Peers allowedd)

¥ = Delete from list

@ 201 2 Moody's Analytics, Inc. andfor its licensors and affilistes. Al rights reserved.
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Stochastic Analysis

» Loan-level default probabilities from CreditEdge power the Monte Carlo simulation

» CreditEdge is not necessary, however; ratings-based or any other loan-level corporate
credit risk model can be incorporated

Loan Name 1YearP.D. 2YearP.D. 3YearP.D. 4YearP.D. 5YearP.D.
Allison Transmission, Inc. Term Loan B 5.05% 5.05% 4.95% 4.74% 4.53%
American Homepatient 1st Lien Term Loan 6.08% 6.15% 5.93% 5.59% 5.27%
Ameristar Casinos, Inc. Term Loan B 9.82% 13.58% 12.79% 12.48% 11.71%
Aramark Corporation Extended Term Loan B 4.91% 4.78% 4.56% 4.32% 4.11%
Avaya, Inc. Extended Term Loan B3 6.91% 6.83% 6.53% 6.17% 5.82%
AWAS Finance Luxembourg S.A.R.L. Term Loan B 2.14% 2.21% 2.20% 2.17% 2.13%
Bausch and Lomb, Inc. Term Loan 7.66% 7.60% 7.30% 6.86% 6.45%
Biomet Inc. Term Loan B 6.08% 6.15% 5.93% 5.59% 5.27%
And so on.... ]
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Stochastic Analysis

» Monte Carlo simulation across typically 10,000 stochastic paths

Collateral Loss %
50.000%

45.00%

40.00%

35.00%

30.00%

25.00%

20.00%

15.00%

10.00%

8.00%

0.00% -
1 2501 5001 7501
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Stochastic Analysis —

» Monte Carlo simulation across typically 10,000 stochastic paths

» Easier to understand the credit risk to each tranche

180% 120%
160%
[ 100%
S 140% —
o 120% 80% &
= =l
wh = b}
s 100% =
S \ I - 60% o
i) ]
= 80% =
= \ l E
2 60% 0% ‘@
= \ l &
o 40%
\ / - 20%
20%
U% T T T T T T \j T T j’ D':'.-"B
1 1001 2001 3001 4001 5001 GO0 7001 8001 9001
—Equity = A1 B =D
b
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Portfolio Analysis

» If you own a portfolio of CLO tranches and you want to want to do your own analysis on
some of the credits the managers have picked, how do you prioritize?

. LOAN FACE TYPE RECOVERY
> Many dlfferent methOdS Deal & Loan A 3,000,000 Senior Secured 70%
Loan B 2,500,000 Second Lien 25%
Loan C 1,250,000 Senior Secured 70%
MY CLO PORTFOLIO
LOAN FACE TYPE RECOVERY
MY PORTEOLIO DealB LoanB 5,000,000 Second Lien 25%
Loan C 3,000,000 Senior Secured 70%
TRAMNCHE POSITION WEIGHT LoanD 1,250,000 CLO 0%
Deal A, Tranche Equity 15,000,000 18%
Deal B, Tranche B 10,000,000 12%
Deal C, Tranche A 60,000,000  71% LOAN | FACE L RECOVERY
DealC LoanD 6,000,000 Senior Secured 70%
Loan E 4,000,000 CLO 0%
AS A
LOAN DEALA"EXPOSURE" DEALB"EXPOSURE" DEALC"EXPOSURE" TOTAL MULTIPLE
Loan A 24,923 - - 4,398 10
Loan B 108,173 82,397 - 28,783 62
Loan C 4,327 1,139 - 898 2
Loan D - 3,052 147 463 1
LoanE - - 1,609 1,136 2
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Issuer Watch List

Watchlist X

Click here to Search Rmmve All

Global Issuer PPE::::EEE S Prepay Rate | Prepay Type m Default Type Loss Type Lag (months)

@ 24 HOUR FITNESS WORL 0.4378 11152012 @

© ADVANCEPIERRE FOODs 0.2465 0 1102013 @ 45 % 12

G ASHLAND INC. 0.3823 35 Enter date ® 40 Ua 13

= ATLANTIC BROADBAND F 06689 0 CPR w 121272012 .E DATE 35 | % ' 15
Joutof 4

Mooby’s .

ANALYTICS



-,
create
confidence ’

© 2010 Moody’s Analytics, Inc. and/or its licensors and affiliates (collectively, “MOODY’S"). All rights reserved. ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW,
INCLUDING BUT NOT LIMITED TO, COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER
TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN
PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY’S PRIOR WRITTEN CONSENT. All information contained herein
is obtained by MOODY'’S from sources believed by it to be accurate and reliable. Because of the possibility of human or mechanical error as well as other factors, however, all
information contained herein is provided “AS IS” without warranty of any kind. Under no circumstances shall MOODY'’S have any liability to any person or entity for (a) any loss or
damage in whole or in part caused by, resulting from, or relating to, any error (negligent or otherwise) or other circumstance or contingency within or outside the control of MOODY’S
or any of its directors, officers, employees or agents in connection with the procurement, collection, compilation, analysis, interpretation, communication, publication or delivery of any
such information, or (b) any direct, indirect, special, consequential, compensatory or incidental damages whatsoever (including without limitation, lost profits), even if MOODY'S is
advised in advance of the possibility of such damages, resulting from the use of or inability to use, any such information. The ratings, financial reporting analysis, projections, and
other observations, if any, constituting part of the information contained herein are, and must be construed solely as, statements of opinion and not statements of fact or
recommendations to purchase, sell or hold any securities. NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS,
MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY'’S IN
ANY FORM OR MANNER WHATSOEVER. Each rating or other opinion must be weighed solely as one factor in any investment decision made by or on behalf of any user of the
information contained herein, and each such user must accordingly make its own study and evaluation of each security and of each issuer and guarantor of, and each provider of
credit support for, each security that it may consider purchasing, holding, or selling.
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