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OVERVI EW

e W have revi ewed Paragon Mrtgages 21 by conducting our credit and cash
fl ow anal ysis under our European residential |oans criteria.

 Follow ng our review, we have raised our ratings on the class B and C
not es.

At the sane tine, we have affirmed our rating on the class A notes.

e The transaction is backed by pools of prinmarily buy-to-let |oans
ori gi nated by Paragon Mrtgages and Mortgage Trust Services.

LONDON (S&P d obal Ratings) Feb. 13, 2018--S&P d obal Ratings today raised its
credit ratings on Paragon Mortgages (No. 21) PLC s class B and C notes. At the
sane tinme, we have affirned our rating on the class A notes (see list below).

Today's rating actions follow our credit and cash fl ow anal ysis of the
transacti on using the nost recent information that we have received and the
application of our European residential |loans criteria and our counterparty
criteria (see "Related Criteria").

The coll ateral performance has been stable over the past 12 nmonths, with
arrears |levels consistently |ower than those in our U K buy-to-Iet
residential nortgage-backed securities (RVBS) index (see "U K RMBS | ndex
Report B3 2017," published on Nov. 22, 2017). As of Decenber 2017, arrears
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over three nonths at 0.24% were 2.96% | ower than our index |evel.

Qur wei ght ed-average forecl osure frequency (WAFF) assunptions have increased.
This is mainly driven by an increase in |oans that have switched froma fixed
rate to a floating rate since our previous review (see "Various Rating Actions
Taken In U K RMBS Transactions Paragon Mrtgages 15 And 21," published on
Dec. 9, 2016). In our view, the increase of fixed-rate buy-to-let |oans
switching to a floating-rate exposes the transaction to a higher risk of

i ncreased arrears. Fixed rents nay no | onger match the borrower's paynent,
resulting in possible payment shock for the borrower. Qur wei ghted-average

| oss severity (WALS) assunptions have fallen due to the decrease in the

wei ght ed- average current-1loan-to-value ratio offsetting the increased
repossessi on nmarket value declines in all rating scenari os.

Rat i ng VWAFF WALS
I evel (9% (9%
AAA 29.08 50. 93
AA 20. 32 42. 28
A 15. 83 26.78
BBB 11.18 17.08
BB 6. 39 10. 12
B 5.14 4.59

The transaction benefits froma type of funded nonanortizing reserve fund. The
reserve fund is split into a nonliquidity conponent, which the issuer can use
to fund the principal deficiency | edger, and a liquidity conponent, which is
based on the size of the class Ato C notes.

Avai l abl e credit enhancenent has increased for all classes of notes due to a
60% pay down of the pool since our previous review A substantial proportion
of the pool had interest rate product switch dates in 2016, and about 40% have
themin the next two years. Once |loans switch froma fixed rate to a floating
rate or froma discount to a full margin, borrowers typically renortgage or
are offered a different product. W expect a high percentage of these loans to
prepay based on the | evel of redenptions observed between 2016 and 2017. W
have considered this scenario in our high prepaynment stresses.

As a result of the asset paydown, the nonanortizing reserve funds, and the
sequential anmortization, the transaction's available credit enhancenment has
i ncreased. This increase is now conmensurate with higher ratings for the class
B and C notes. W have therefore raised our ratings on these classes of notes.

Qur analysis indicates that the available credit enhancenent for the class A
notes is commensurate with the currently assigned rating. W have therefore
affirmed our rating on this class of notes.

Par agon Mortgages 21 securitizes pools of primarily buy-to-let |oans
ori gi nated by Paragon Mrtgages Ltd. and Mortgage Trust Services PLC

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT FEBRUARY 13, 2018 2

1993278 | 300130731



Ratings Raised On Paragon Mortgages 21's Class B And C U.K. RMBS Notes; Class A Rating Affirmed

RELATED CRI TERI A

Criteria - Structured Finance - Ceneral: Methodol ogy And Assunpti ons:
Assessing Pools OF European Residential Loans, Aug. 4, 2017

Legal Criteria: Structured Finance: Asset Isolation And Speci al - Pur pose
Entity Methodol ogy, March 29, 2017

Criteria - Structured Finance - General: Ratings Above The Sovereign -
Structured Finance: Methodol ogy And Assunptions, Aug. 8, 2016

Criteria - Structured Finance - Ceneral: Methodology: Criteria For d obal
Structured Finance Transacti ons Subject To A Change In Paynent Priorities
O Sale O Collateral Upon A Nonnmonetary ECD, March 2, 2015

Criteria - Structured Finance - General: d obal Framework For Assessing
Qperational Risk In Structured Finance Transactions, Cct. 9, 2014
Ceneral Criteria: Methodol ogy Applied To Bank Branch- Supported
Transactions, Cct. 14, 2013

Criteria - Structured Finance - General: Counterparty Ri sk Franework

Met hodol ogy And Assunptions, June 25, 2013

Criteria - Structured Finance - Ceneral: dobal Derivative Agreenent
Criteria, June 24, 2013

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

Ceneral Criteria: G obal Investnment Criteria For Tenporary Investnments In
Transacti on Accounts, May 31, 2012

General Criteria: Methodology: Credit Stability Criteria, My 3, 2010
Criteria - Structured Finance - General: Standard & Poor's Revi ses
Criteria Methodol ogy For Servicer R sk Assessnment, May 28, 2009

RELATED RESEARCH

U K. RMBS I ndex Report B 2017, Nov. 22, 2017

Qut | ook Assunptions For The U. K Residential Mrtgage Market, Aug. 21,
2017

Low Lendi ng Rates Continue To Fuel Europe's Housi ng Market Recovery, Aug.
1 2017

2017 EMEA RMBS Scenario And Sensitivity Analysis, July 6, 2017

d obal 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 OF The Top Five Macroecononic Factors, Dec. 16, 2016

Various Rating Actions Taken In U K RMBS Transacti ons Paragon Mbortgages
15 And 21, Dec. 9, 2016
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Par agon Mortgages (No. 21) PLC
£250 M11lion Mrtgage-Backed Fl oati ng- Rate Notes

Rati ngs Rai sed

B AAA (sf) AA (sf)
C AA+ (sf) A+ (sf)

Rating Affirned

A AAA (sf)
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