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OVERVI EW

* W have revi ewed BBVA Hi potecario 3 under our SME CLO criteria and our
updated criteria for rating single-jurisdiction securitizations above the
sovereign foreign currency rating

e Follow ng our review, we have taken various rating actions in the
transacti on.

» BBVA Hipotecario 3 is a single-jurisdiction cash flow CLO transaction
backed by an anortizing portfolio of SME |oans. It closed in June 2005.

LONDON ( Standard & Poor's) Jan. 30, 2015--Standard & Poor's Ratings Services
today affirned its 'AA (sf)' credit rating on BBVA Hi potecario 3, Fondo de
Titulizacion de Activos' class A2 notes. At the same tine, we have raised to
"A+ (sf)' from'BBB+ (sf)' and to 'BBB (sf)' from'BB+ (sf)' our ratings on
the class B and C notes, respectively (see |list bel ow).

Upon publishing our updated criteria for rating single-jurisdiction
securitizations above the sovereign foreign currency rating (RAS criteria), we
pl aced those ratings that could potentially be affected "under criteria
observation" (see "EMEA Structured Fi nance, Covered Bond, And Milticedul as
Ratings Placed Under Criteria Cbservation" and "Methodol ogy And Assunpti ons
For Ratings Above The Sovereign--Single-Jurisdiction Structured Finance, "
publ i shed on Sept. 18, 2014 and Sept. 19, 2014, respectively).
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Fol l owi ng our review of this transaction, our ratings that could potentially
be affected by the criteria are no | onger under criteria observation

We have used data fromthe Decenber 2014 investor report to perform our

anal ysis and have applied our European snmall and m dsize enterprise (SME)
collateralized | oan obligation (CLO criteria and our current counterparty
criteria (see "European SVME CLO Met hodol ogy And Assunptions,"” published on
Jan. 10, 2013, and "Counterparty R sk Framework Methodol ogy And Assunptions,"
publ i shed on June 25, 2013). W have al so applied our RAS criteria.

BBVA Hi potecario 3 is a single-jurisdiction cash flow CLO transaction
securitizing a portfolio of SME | oans that Banco Bil bao Vizcaya Argentaria
S.A originated in Spain. The transaction closed in June 2005.

CREDI T ANALYSI S

We have applied our European SME CLO criteria to determ ne the scenario
default rates (SDRs)--the mininmumlevel of portfolio defaults that we expect
each tranche to be able to withstand at a specific rating |level using CDO
Eval uat or.

To determ ne the SDR, we adjusted the archetypical European SME average 'b+'
credit quality to reflect the followi ng factors: Country, originator, and
portfolio selection.

We ranked the originator into the noderate category (see tables 1, 2, and 3 in
our European SME CLO criteria). Taking into account Spain's Banking |ndustry

Country Ri sk Assessment (BICRA) score of 5, we have applied a downward

adj ustment of one notch to the 'b+' archetypical average credit quality (see

Banki ng Industry Country Ri sk Assessnent Update: January 2015," published on

Jan. 12, 2015). Due to the absence of information on the creditworthi ness of

the securitized portfolio conpared with the originator's entire | oan book, we
further adjusted the average credit quality by three notches (see table 4 in

our European SME CLO criteria).

As a result of these adjustnments, our average credit quality assessment of the
portfolio was 'ccc', which we used to generate our 'AAA" SDR of 79.69%

We have calculated the 'B SDR, based primarily on our analysis of historica
SME performance data and our projections of the transaction's future
performance. W have reviewed the portfolio's historical default data, and
assessed mar ket devel opnents, nacroecononic factors, changes in country ri sk,
and the way these factors are likely to affect the |oan portfolio's
creditworthiness. As a result of this analysis, our 'B SDRis 8.00%

We interpolated the SDRs for rating |levels between 'B'" and ' AAA" in accordance
wi th our European SME CLO criteria.

RECOVERY RATE ANALYSI S
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At each liability rating level, we applied a wei ghted-average recovery rate
(WARR) by considering observed historical recoveries. As a result of this
anal ysis, our WARR assunptions in '"AA', '"A', and 'BBB scenarios were 30%
33% and 35% respectively.

CASH FLOW ANALYSI S

We used the portfolio balance that the servicer considered to be performng
the current wei ght ed-average spread, and the above wei ght ed-average recovery
rates. W subjected the capital structure to various cash flow stress
scenarios, incorporating different default patterns and interest rate curves,
to determine the rating |level, based on the available credit enhancenent for
each class of notes under our European SME CLO criteria.

COUNTRY RI SK
Qur long-termrating on the Kingdomof Spain is 'BBB'.

In our opinion, the class C notes do not have sufficient credit enhancenent to
wi t hstand the sovereign default stress test. This hypothetical scenario is
derived from our observation of macroeconom c conditions that occurred after
several sovereign defaults where we characterize the degree of stress as
"severe" in our rating definitions criteria (see "Understandi ng Standard &
Poor's Rating Definitions," published on June 3, 2009). Therefore, under our
RAS criteria, the class C notes cannot be rated above the sovereign. Taking
into account the results of our credit and cash flow anal ysis and the
application of our RAS criteria, we have raised to 'BBB (sf)' from'BB+ (sf)'
our rating on the class C notes.

In our opinion, the class A2 and B notes have sufficient credit enhancenment to
wi t hstand the sovereign default stress test. Therefore, under our RAS
criteria, the class A2 and B notes can be rated above the sovereign

Since, according to our RAS criteria, SMEsS have a 'nobderate' sensitivity to
country risk, the class A2 and B notes can be rated up to four notches above
the rating on the sovereign. Taking into account the results of our credit and
cash flow analysis and the application of our RAS criteria, we have raised to
"A+ (sf)' from'BBB+ (sf)' our rating on the class B notes.

In addition, the class A2 notes neet all six of the conditions in paragraph 48
of the RAS criteria. W can therefore assign a rating up to a naxi mum of six
not ches (two additional notches of uplift) above the sovereign rating. Taking
into account the results of our credit and cash flow analysis and the
application of our RAS criteria, we have affirmed our 'AA (sf)' rating on the
cl ass A2 notes.

STANDARD & POOR' S 17G 7 DI SCLOSURE REPORT

SEC Rul e 17g-7 requires an NRSRO, for any report accompanying a credit rating
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relating to an asset-backed security as defined in the Rule, to include a
description of the representations, warranties, and enforcenent nechani sns
avail able to investors and a description of how they differ fromthe
representations, warranties, and enforcenent mechani sms in issuances of
simlar securities. The Rule applies to in-scope securities initially rated
(including prelimnary ratings) on or after Sept. 26, 2011.

If applicable, the Standard and Poor's 17g-7 Disclosure Report included in
this credit rating report is available at
htt p: // st andar dandpoor sdi scl osure-17g7. com
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To From

BBVA Hi potecario 3, Fondo de Titulizacion de Activos
€1.45 Billion Mrtgage-Backed Fl oating-Rate Notes

Rating Affirnmed
A2 AA (sf)
Rati ngs Rai sed

B A+ (sf) BBB+ (sf)
C BBB (sf) BB+ (sf)

Additional Contact:
Structured Finance Europe; StructuredFinanceEurope@standardandpoors.com
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