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OVERVI EW

« W& have revi ewed Bancaja 11 by conducting our credit and cash fl ow
anal ysis and by applying our relevant criteria.

 Following our review, we have raised to 'AA+ (sf)' and 'AA- (sf)' from
"A- (sf)' our ratings on the class A2 and A3 notes, respectively.

« At the sane tine, we have affirnmed our 'D (sf)' ratings on the class B
C, D, and E notes.

e Bancaja 11 is a Spanish RMBS transaction, which closed in July 2007 and
securitizes nortgage | oans. Caja de Ahorros de Valencia Castell 6n y
Al i cante (Bancaja; now Bankia) originated the pool, which is nmainly
| ocated in the Valencia region

MADRI D (S&P d obal Ratings) March 23, 2017--S&P d obal Ratings today raised to
"AA+ (sf)' and 'AA- (sf)' from'A- (sf)' its credit ratings on Bancaja 11
Fondo de Titulizacion de Activos' class A2 and A3 notes, respectively. At the
same time, we have affirnmed our 'D (sf)' ratings on the class B, C, D, and E
notes (see |list below).

Today's rating actions follow our credit and cash fl ow anal ysis of the nost
recent transaction information that we have received as of the Decenber 2016

i nvestor report. Qur analysis reflects the application of our European
residential loans criteria, our structured finance ratings above the sovereign
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(RAS) criteria, and our current counterparty criteria (see "Mthodol ogy And
Assunptions: Assessing Pools O European Residential Loans," published on Dec.
23, 2016, "Ratings Above The Sovereign - Structured Fi nance: Methodol ogy And
Assunptions,"” published on Aug. 8, 2016, and "Counterparty R sk Framework

Met hodol ogy And Assunptions,” published on June 25, 2013).

The class B, C, and D notes feature interest deferral triggers of 10.90%
7.40% and 5.62% based on cunul ative defaults as a percentage of the closing
portfolio bal ance, respectively. The current cunul ative defaults represent
11.60% As a consequence, all the interest deferral triggers have been
breached and t hese subordi nated cl asses of notes consequently defaulted.
Therefore, we previously | owered our ratings on these classes of notes to 'D
(sf)".

Credit enhancenent, considering performng collateral only, for the class A
notes has increased to 8.32%from 7.53% at our previous review, due to the
sequential anmortization (see "Ratings Raised On Bancaja 11's C ass A Spani sh
RVBS Not es Fol | owi ng Soverei gn Upgrade; Cass B Rating Lowered," published on

Dec.

30, 2015). Over the sane period, credit enhancenment for the subordinated

not es has decreased due to increasing defaults in the portfolio. At the sane

tine,

our projected |losses at the "AA" rating category have decreased to 4.20%

from9.57% at our previous review. This inmprovenment is due to the increase in
t he wei ght ed- average seasoning, the current |oan-to-value ratios, and
repossessi on market value declines, as well as the decrease in the arrears

| evels. The class B, C, and D notes are currently undercollateralized and the
reserve fund is fully depleted. The class E notes were never collateralized as
they were issued to fund the cash reserve at closing.

d ass Avail abl e credit

mooOw>

enhancenent, excl udi ng
defaul ted | oans (%

8. 32
1.48
(1.12)
(3. 29)
(5.78)

Severe delinquencies of nore than 90 days have decreased to 1.53%from 4.67%
at our last review and are currently lower for this transaction than our
Spani sh residential nortgage-backed securities (RVBS) index (see "Spani sh RVBS
I ndex Report B 2016," published on Dec. 13, 2016). However, severe

del i nquenci es have rolled into defaults. Defaults are defined as nortgage
loans in arrears for nore than 18 nonths in this transaction. Cunul ative
defaults, at 11.6% are higher than in other Spanish RVMBS transactions that we

rate.

Consequently, the reserve fund is fully depleted due to being used to

provision for defaults. Prepaynment levels remain | ow and the transaction is
unlikely to pay down significantly in the near term in our opinion
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Qur rating actions also reflect our analysis of the npbst recent transaction

i nformati on that we have received for the January 2017 interest paynent date
(IPD). We have applied our European residential |oans criteria, our current

counterparty criteria, and our RAS criteria.

Under our RAS criteria, we applied a hypothetical sovereign default stress
test to determne whether a tranche has sufficient credit and structura
support to withstand a sovereign default and so repay tinely interest and
principal by legal final maturity.

Under our current counterparty criteria, HSBC Bank PLC, as the swap provider
cannot support a rating on the notes that is higher than 'AA, which is our
long-termissuer credit rating on HSBC Bank plus one notch. W have therefore
performed our credit and cash flow analysis without giving benefit to the swap
provider, to determine if the class A2 and A3 notes coul d achi eve a higher
rati ng when giving no benefit to the swap provider

The class A2 and A3 notes benefit fromflows diverted fromthe subordinated
notes following the interest deferral trigger breaches and fromincreased
credit enhancenent. Qur credit and cash flow anal ysis indicates that the class
A2 and A3 notes now have sufficient credit enhancement to w thstand our
stresses at the 'AAA" rating level. However, our RAS criteria cap our ratings
in this transaction at six notches above our 'BBB+ foreign currency |long-term
sovereign rating on the Kingdom of Spain for the class A2 notes and at four
not ches above our rating on Spain for the class A3 notes. W have therefore
raised to ' AA+ (sf)' and 'AA- (sf)' from'A- (sf)' our ratings on the class A2
and A3 notes, respectively. Qur ratings on both the class A2 and A3 notes are
de-linked fromour rating on the swap provider

We have affirnmed our 'D (sf)' rating on the class B, C, D, and E notes as they
continue to mss interest paynents.

In our opinion, the outlook for the Spanish residential nortgage and rea
estate market is not benign and we have therefore increased our expected 'B
forecl osure frequency assunmption to 3.33% from 2.00% when we apply our
European residential loans criteria, to reflect this view (see "Qutl ook
Assunptions For the Spanish Residential Mrtgage Market," published on June
24, 2016). W base these assunptions on our expectation of nbdest economc
grow h, continui ng high unenpl oyment, and house prices stabilization during
2017.

Bancaja 11 is a Spani sh RVMBS transacti on backed by a pool of first-ranking
nort gages secured over owner-occupi ed residential properties in Spain, which
closed in July 2007. Caja de Ahorros de Valencia Castellén y Alicante
(Bancaj a; now Bankia S.A.) originated the underlying collateral
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WWW.STANDARDANDPOORS.COM/RATINGSDIRECT MARCH 23, 2017 3

1819637 | 300969561



Ratings Raised On Bancaja 11's Class A Spanish RMBS Notes Following Review; Class B, C, D, And E Notes

Affirmed

e Criteria - Structured Finance - CGeneral: Methodol ogy And Assunpti ons:
Assessing Pools OF European Residential Loans, Dec. 23, 2016

e« Criteria - Structured Finance - Ceneral: Ratings Above The Sovereign -
Structured Finance: Methodol ogy And Assunptions, Aug. 08, 2016

e Criteria - Structured Finance - Ceneral: Methodology: Criteria For d obal
Structured Finance Transactions Subject To A Change In Paynent Priorities
O Sale O Collateral Upon A Nonmonetary EOD, March 02, 2015

e Criteria - Structured Finance - General: d obal Franework For Assessing
Operational Risk In Structured Finance Transactions, Cct. 09, 2014

* Ceneral Criteria: Methodol ogy: Tineliness O Paynents: G ace Periods,
Guarantees, And Use O 'D And 'SD Ratings, Cct. 24, 2013

* CGeneral Criteria: Methodol ogy Applied To Bank Branch- Supported
Transactions, Cct. 14, 2013

» Legal Criteria: Europe Asset |solation And Special - Purpose Entity
Criteria--Structured Finance, Sept. 13, 2013

e Criteria - Structured Finance - General: Counterparty Ri sk Framework
Met hodol ogy And Assunptions, June 25, 2013

e Criteria - Structured Finance - Ceneral: Criteria Methodol ogy Applied To
Fees, Expenses, And Indemifications, July 12, 2012

e General Criteria: Methodology: Credit Stability Criteria, May 03, 2010

e Criteria - Structured Finance - General: Standard & Poor's Revises
Criteria Methodol ogy For Servicer R sk Assessnment, May 28, 2009

RELATED RESEARCH

e European Economi ¢ Snapshots: Resilience Despite Political Ri sk, Feb. 28,
2017

A Stronger Eurozone Econony, Despite Higher Volatility On Bond Markets,
Feb. 20, 2017

 Europe's Housing Markets Continue To Recover Anmid Extended QE, Feb. 15,
2017

e (E In The Eurozone: Lower For Longer Means Lower For Longer, Jan. 23,
2017

* Gobal Structured Finance Scenario And Sensitivity Analysis 2016: The
Effects O The Top Five Macroecononic Factors, Dec. 16, 2016

 European Structured Finance Scenario And Sensitivity Analysis 2016: The
Effects O The Top Five Macroecononic Factors, Dec. 16, 2016

e Spani sh RMBS | ndex Report (B 2016, Dec. 13, 2016

e 2017: Europe's Year of Wait And See, Dec. 1, 2016

 Qutl ook Assunptions For the Spanish Residential Mrtgage Market, June 24,
2016

* Ratings Raised On Bancaja 11's O ass A Spanish RVBS Not es Fol | owi ng
Soverei gn Upgrade; Cass B Rating Lowered, Dec. 30, 2015

e 2015 EMEA Structured Credit Scenario And Sensitivity Analysis, Aug. 6,
2015

RATI NGS LI ST

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT MARCH 23, 2017 4

1819637 | 300969561



Ratings Raised On Bancaja 11's Class A Spanish RMBS Notes Following Review; Class B, C, D, And E Notes

Affirmed
d ass Rati ng
To From
Bancaja 11, Fondo de Titulizacion de Activos
€2.023 Billion Mrtgage-Backed Fl oati ng- Rate Notes
Rati ngs Rai sed
A2 AA+ (sf) A (sf)
A3 AA- (sf) A (sf)
Ratings Affirmed
B D (sf)
C D (sf)
D D (sf)
E D (sf)
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