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Transaction Highlights Structure Overview 

• On 18th September the Africa Development Bank (AfDB) priced a Synthetic 

Securitization with two private investors to provide, via a Risk Participation 

Agreement (RPA), mezzanine credit protection up to $152.5mn, 

corresponding to a 2% to 17.25% private tranche. At the same time, the 

European Commission (EC) has approved to provide protection through an 

unfunded guarantee of approx. $100mn (EUR-denominated), corresponding 

to the 17.25% to 27.25% public tranche with an expected execution prior to 31 

Dec 2018. AfDB will retain 0% to 2% (junior tranche) and 27.25% to 100% 

(senior tranche) of the portfolio 

• The objective of Room2Run is to achieve a reduction in excess of 65% of the 

Risk Weighted Assets (RWAs) of the portfolio, to free up capital and to 

redeploy this capacity to finance renewable energy projects in Africa 

• AfDB is placing the private tranche to two investors, the International 

Infrastructure Finance Company II (“IIFC II”), a fund managed by Mariner 

Investment Group, LLC (“Mariner”), and to Africa50. Mariner (through IIFC II) 

will serve as the anchor investor, purchasing 80% of the private tranche 

• To mitigate counterparty risk associated with the Synthetic Securitization, 

each private tranche investor will transfer the full notional amount of the 

respective protected tranches in USD to AfDB (the “Initial Exchange Amount”). 

This is accomplished via the fully collateralized RPA. The public tranche is an 

unfunded guarantee provided by the EC (rated AA/Aaa/AAA by 

SP/Moody’s/Fitch) 

• In turn, AfDB will pay interest to the private tranche and a guarantee fee to the 

EC, upon the respective Effective Dates 

• Protection is provided against standard credit events: failure to pay, 

bankruptcy and restructuring  

 

 

Room2Run: AfDB SRT of Financial Institution & Project Finance Loans 

Tranche Size Attach – Detach Placed / Retained 

Senior $20mn 27.25% – 100% AfDB Retained 

EC (Unfunded) $100mn 17.25% – 27.25% 
Expected Execution 

before 31 Dec 18 

Mezzanine (Funded) $152.5mn 2% – 17.25% Placed 

Junior 0% – 2% AfDB Retained 

Transaction Timeline 

• Pricing Date – September 2018 

• Initial Portfolio Composition Date – 31 August 2018 

• Effective Date –September 2018 

• EC Effective Date – December 2018 (est.) 

• Scheduled Maturity Date – February 2036 
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AfDB non-Sovereign Portfolio Structure (RPA) 

 $100mn EC Guarantee 

Initial Exchange Amount 

$152.5mn 
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Standard and Poor’s: Framework Overview 

• S&P utilises the Risk-Adjusted Capital Framework that is used for all Financial Institutions as the basis for assessing an SRT 

transaction. The framework uses the Risk Adjusted Capital, RAC ratio as the measure of capital adequacy 

• The RAC ratio is risk weight based and the relevant risk weight factor for each asset is based on the country and industry, with 

risk weights of securitisation positions based on ratings. Utilising the RAC framework, the “unexpected loss” (UL) of the portfolio 

is derived which is used to calculate the pre-SRT RWA of the reference portfolio . The capital is converted into RWA of the 

portfolio by multiplying it by a factor (typically 12.5) 

• S&P’s approach is based on deriving a Scenario Loss Rate (SLR) for a single-A environment of the portfolio, which is the basis 

for the tranching of the transaction. The protected tranches need to detach above the SLR, with the retained senior tranche 

receiving a risk weight equivalent to a securitised position with an equivalent ‘A’ rating  

• The SLR is then computed as the sum of the UL and the Normalised Loss (NL), which is the weighted average normalised loss 

rates of the portfolio for predetermined number of years (typically 3 years) 
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Disclaimer 

Information contained herein is privileged, confidential and intended for use only by the recipients, and reproduction or communication to another party of any part of this information is expressly 

forbidden, unless it is with the prior written approval of Mizuho International plc (together with its affiliates and associated companies, the “Mizuho Group”). No member of the Mizuho Group makes 

any representation, warranty, express or implied, regarding any information contained herein including, but not limited to, any representation or warranties as to the completeness, quality or 

accuracy of any such information. All liability under any applicable laws howsoever arising in connection with the use of this material by the recipient is hereby excluded to the fullest extent 

permissible by law. 

This material is indicative in nature and has been prepared for information purposes only. It should not be construed as an offer or solicitation to buy or sell any security or any interest in securities 

or enter into any transaction. The securities mentioned herein may not yet, and may never, be issued, and may in any event not be suitable for all investors. The information is not intended for 

persons who are Retail Clients within the meaning of the rules of the Financial Conduct Authority or for persons who are restricted in accordance with US, Japanese or any other applicable 

securities laws. 

Recipients are responsible for making their own independent decisions in the exercise of their own due diligence as to the completeness, fairness and accuracy of any information or opinions 

provided and must rely on their own judgement and investigations in relation thereto. Some investments, for example in structured securities, are complex in nature, involve a high degree of risk and 

are intended for sale only to sophisticated investors who are capable of understanding, and have sufficient financial resources to assume, the risks involved. There may not be a liquid market in the 

securities mentioned herein and investors may not be able to sell the securities. The market value of investments may be affected by changes in economic, financial and political factors, time to 

maturity, market conditions and volatility and the credit quality of any issuer or reference issuer. In certain circumstances, investors may lose their entire investment. 

If the securities are credit linked notes or securitisations: These are linked to the performance of the reference entity/ entities and the obligations of this reference entity/ these reference entities as 

well as to the performance and market value of the collateral (if any) that securitises the notes issuance. In certain circumstances, the notes may cease to bear interest and may be subject to early 

or late redemption. In such circumstances, on redemption, holders of the notes may be repaid none, or only a proportion of, their original investment or may have transferred to them certain 

deliverable obligations of the reference entity/ one or more of the reference entities at whatever is then their market value less any losses incurred from the performance of the collateral (if any). 

It is recommended that each individual recipient of this material should consult with its legal, investment, accounting, tax and other professional advisers in order to make an independent 

determination of the suitability, risks and consequences of any investment before any decision is made. Only investors with sufficient knowledge and experience, in relevant financial and business 

matters, to evaluate the applicable merits and risks should consider an investment in the securities described in this material. Furthermore, when making an investment decision in a new issue, 

investors should rely solely on the related, definitive final offering document(s). Neither Mizuho International plc nor any employee of Mizuho International plc or any affiliate accepts any liability 

whatsoever with respect to the use of this material. 

Recipients are made aware that (i) the corporate information of the issuer in this material is not necessarily the most current information of the issuer, (ii) the issuer’s information and some of the 

information relating to its accounts may be available only in Japanese, and (iii) the publicly available information published on the issuer’s website has not been prepared for the purpose of the 

issuance of the securities mentioned herein. 

The Mizuho Group and its employees or clients may take the other side of any order by you, enter into transactions contrary to any recommendations contained herein or have positions or make 

markets in the securities mentioned herein or enter into derivative transactions relating thereto or perform or seek financial or advisory services for the issuers of those securities or for these 

transactions. 

Mizuho International plc is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority and is a member of The 

London Stock Exchange. Mizuho International plc’s registered address is Mizuho House, 30 Old Bailey, London EC4M 7AU, tel: 020 7236 1090. 

 


