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Overview 
− The performance of the underlying assets of Chailease 2019 Securitization Special Purpose 

Trust since deal closing has been largely within our rating assumptions. We expect the credit 

enhancement of the notes to gradually increase, given the transaction will soon enter the 

amortization period. 

− We have lowered the stress multiples for the notes, considering the diminishing revolving period, 

shorter asset life, and more diversified pool. 

− The counterparty, operational entity, and legal aspect remain supportive to the notes, in our 

view.  

− We have therefore raised our rating on the Class B notes to 'twAA (sf)' from 'twA (sf)' and 

affirmed the 'twAAA (sf)' rating on the Class A notes. 

Rating Action  

Taiwan Ratings Corp. today raised its rating on the Class B notes issued by Chailease 2019 

Securitization Special Purpose Trust to 'twAA (sf)' from 'twA (sf)'. At the same time, we affirmed 

our 'twAAA (sf)' rating on the Class A notes.  

Rationale 

The upgrade action reflects the following factors: 

- Despite some economic turbulence from the COVID-19 pandemic over past few years, the 

overall underlying credit performance backing the transaction has been within our expectation 

since transaction closing. We believe our initial assumptions on the base-case default 

frequency and recovery rate, which are 6.55% and 17%, respectively, remain valid. This mainly 

reflects our view that the originator's sophisticated underwriting policy and risk management 

shall outweigh the adverse impact of the looming economic slowdown.   

- We have slightly lowered the stress multiples under various rating scenarios, mainly to reflect 

the diminishing revolving period of this transaction, a more diversified pool, and shorter 

remaining tenor of the underlying receivables than at transaction closing. The lower the stress 

multiples we assume, the lower the credit enhancement level required to support the notes. As 

of Nov. 30, 2022, the total number of contracts in the underlying pool has increased to 1,007 

from 751 in the initial pool as of Nov. 30, 2019. Meanwhile, the weighted-average remaining 



Media Release: Rating On Class B Notes Of Chailease 2019 Securitization Raised To 'twAA (sf)'; Rating On Class A 
Notes Affirmed At 'twAAA (sf)' 

 
rrs.taiwanratings.com.tw                                                                                                                                                                              December 13, 2022          2 

term of the asset pool has shortened to 10.76 months as of the end of November 2022 from 

22.15 months for the initial pool.  

- The credit enhancement level for both Class A and Class B notes is set to rise under the 

sequential payment structure during the amortization period starting the trust payment date 

on Feb. 3, 2023. Our cash flow analysis has considered the sequential payment structure, 

revised stress multiples, along with other factors including fee and expense assumption, 

collateral recovery period, default timing, prepayment rate, and liquidity reserve (equal to 

0.25% of the outstanding pool balance as of Nov. 30, 2022) that can also be used as the 

payment source for the note principal repayment. The cash flow results show that the 

transaction's cash flows are sufficient to support the timely payment of interest and ultimate 

repayment of principal to the rated noteholders by the legal maturity date, under our 'twAAA' 

rating stress for Class A notes and 'twAA' rating stress for Class B notes. 

- Our analysis of the counterparty risk, operational risk and legal risk of this transaction remains 

supportive to the ratings on the notes. We don't see any unfavorable development on the 

servicer, Chailease Finance Co. Ltd. and legal issue since deal closing that will negatively 

affect the notes. In addition, the transaction's current exposure to the bank account provider, 

the rating on the current bank account provider, Land Bank Of Taiwan, and the documented 

replacement triggers, are consistent with our counterparty criteria to support the ratings. 

Environmental, Social, And Governance (ESG) Factors 

Our rating analysis considered the potential exposure of the transaction to ESG credit factors. 

Given the high level of diversity of obligors, many of which are small-medium sized enterprises, 

and collateral types in the transaction, we believe the exposure to environmental and social risks 

is limited. In our view, the transaction now has lower exposure to governance credit factors than 

before, because the transaction is about to enter the amortization period from the revolving 

period. This means the collateral pool will become static and investors will be less exposed to the 

risk if the originator underwriting standards loosen or potential adverse selection occurs during 

the revolving period.  

Related Criteria & Research 
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Structured Finance Securities - December 22, 2020 

− General Criteria: Principles Of Credit Ratings - February 16, 2011 

− Legal Criteria: Structured Finance: Asset Isolation And Special-Purpose Entity Methodology - March 29, 2017 

− General Criteria: Global Investment Criteria For Temporary Investments In Transaction Accounts - May 31, 2012 

− Criteria | Structured Finance | General: Global Framework For Assessing Operational Risk In Structured Finance 

Transactions - October 09, 2014 
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− Taiwan Ratings' Ratings Definitions – November 11, 2021 

− 2022 Taiwan Mid-Year Credit Outlook, July 14, 2022 

− Global Structured Finance Scenario And Sensitivity Analysis 2016: The Effects Of The Top Five Macroeconomic 

Factors, www.capitaliq.com, December 17, 2016 

(Unless otherwise stated, these articles are published on www.taiwanratings.com) 

Ratings List 

Upgraded  

 To From 

Chailease 2019 Securitization  

Class B twAA (sf) twA (sf) 

   

Ratings Affirmed  

Chailease 2019 Securitization   

Class A twAAA (sf)  

 

Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors, have specific meanings ascribed to them in 

our criteria, and should therefore be read in conjunction with such criteria. Please see Ratings Criteria at www.taiwanratings.com for further information. 

Complete ratings information is available to subscribers of Rating Research Service at rrs.taiwanratings.com.tw. All ratings affected by this rating action can 

be found on Taiwan Ratings' public website at www.taiwanratings.com. 
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