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Originator/Servicer: Volkswagen Finance (China) Co., Ltd.

Rating Opinions
China Bond Rating Co., Ltd. (CBR) has rated the Driver China
eleven Trust transaction after considering factors such as the quality of
the underlying assets, credit enhancement arrangements and
transaction structure, and conducting quantitative analysis using the
portfolio credit risk analysis model and the cash flow model.
In CBR’s opinion, in terms of underlying assets, this ABS adopts
the transaction structure with a revolving period. CBR believes that
although the average interest rate of the initial asset pool is low and
the remaining terms of loans are on average level, the initial asset pool
has a high degree of diversification. The distribution of the borrowers'
age is reasonable and their occupation and income are in good

CBR ABS Value provides investment
analysis for this deal.
Website:
absvalue.chinaratings.com.cn
Tel(Marketing): 010-88090123

condition. The quality of initial asset pool is on average level, and
credit enhancement measures such as Senior/Subordinated structure
and overcollateralization provide certain credit support for Senior
Notes. In terms of transaction structure, the revolving structure solves
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the problem of mismatched maturities between underlying assets and
securities; however, the ability and willingness of the Trustee to
manage the portfolio will bring some uncertainty to the future
performance of the asset pool. The organizations involved in the
transaction are qualified to act as service providers. The credit trigger
mechanism has been well established, and set-off, commingling and
liquidity risks are low.
Based on the result of the rating models, CBR assigns the
following ratings to this Transaction: Class A Notes are rated at AA+sf,
Subordinated Notes are unrated.
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Strengths


The initial underlying assets are well diversified, so concentration risk is relatively low. The
underlying assets are originated by Volkswagen Finance (China) Co., Ltd. There are 117,279
loans in the initial asset pool, with the maximum outstanding principal balance of 3.1815 million
yuan, accounting for 0.04%. In this regard, the loan amount is highly diversified, which
significantly reduces the risk of huge loss to the asset pool caused by a single defaulted loan.
Borrowers are located in 31 provinces and cities, with the largest province accounting for 9.39%
of the total outstanding principle balance. The geographic concentration risk is relatively low.
The largest brand is VW, accounting for 60.07%, which indicates a high degree of brand
concentration risk. However, considering the good business condition of the Originator, overall,
the underlying assets are well diversified, and the concentration risk is relatively low.



Borrowers have a high ability to repay their loans. The average age of borrowers is 35.93.
Most of the borrowers in this age are in the rising period of their career, with a stable income and
a high willingness to repay. Also, the average income to debt ratio if 3.03, which indicates a high
ability to repay.



Senior/subordinated structure and overcollateralization provide certain credit support to
Senior Notes. Upon issuance of securities, the credit support jointly provided by Subordinated
Notes and Overcollateralization for Class A Notes is equal to 11.23%.



Discount

additional

receivables

purchase

mechanism

can

accumulate

certain

overcollateralization, which will provide additional credit support for the security.
Additional receivables purchase price is an amount equal to the replenished additional discounted
receivables balance multiplied by one minus the additional receivables overcollateralization
percentage, which is equal to 1.7% in this ABS. This discount additional receivables purchase
mechanism can accumulate certain overcollateralization, which will provide additional credit
support for the security.


Purchasing capacity of underlying assets is sufficient, and Early Amortisation Event and
Foreclosure Event are established, which will reduce the uncertainty of revolving structure
to a certain extent. In terms of the continuous purchasing capacity of underlying assets, the
Originator has a large remaining balance of retail auto loans. CBR believes that the continuous
purchase of underlying assets can be achieved within the operating period of trust, which means
the purchase rate is sufficient. Also, the transaction document stipulates that Credit Enhancement
Increase Condition, Early Amortisation Event and Foreclosure Event will lead to the end of
revolving period, which will reduce the uncertainty of revolving structure to a certain extent.
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The transaction structure set-off and commingling risk are relatively low. This ABS sets a
trigger mechanism for foreclosure events, so as to provide guarantee for the repayment of Senior
Notes. The Originator of this ABS states and guarantees that the borrowers involved in loans in
the asset pool have no right to avail them of set-off for transferred loans. Meanwhile, this ABS
also sets the cash collateral account used for mitigating the termination risk. In addition, the
Originator has relatively low bankruptcy or insolvency risk during notes duration. In light of the
factors above, the risks in set-off and Servicer performance are relatively low. This ABS
stipulates that, if the Servicer’s credit rating satisfies the Required Rating or above, it is entitled
to commingle the collections from the purchased receivables with its own funds during each
monthly period, if its credit rating fails to satisfy the Servicer Required Rating, the Servicer
should set monthly reserve account used for paying the expected receivables in advance, which
effectively reduces the commingling risk. For the special transaction structure adopted by this
ABS, Volkswagen Finance, the Service, has rich experience in operation at home and abroad with
relatively mature issuance mode and relatively low risk.
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Concerns


Both the revolving structure and the ability and willingness of the Trustee to manage the
portfolio may bring some uncertainty to the future performance of the asset pool. This ABS
adopts a revolving structure. There are greater uncertainties about its actual credit performance
than a static asset pool, though strict eligibility criteria for underlying assets guarantee the
characteristics and credit quality of future underlying assets to some extent. CBR has taken this
risk factor into consideration in the cash flow model, and stress-tested the impact of subsequent
management by the Trustee on repayments of the securities based on key factors that impact
credit risks of the securities.



The weighted average interest rate of loans in the asset pool is relatively low, and the
spreads support is limited. The weighted average interest rate of this ABS is 3.87%, which is
relatively low compared with the weighted average interest rate of other domestic retail auto loan
ABS successfully issued. Meanwhile, transaction documents have no restrictions for the interest
rate of repurchased receivables, which means the average interest rate of underlying assets have
the possibility to reduce. However, the transaction documents do stipulate that Purchase Price is
the discounted amount of principal and interest planned to be paid for loans in the initial asset
pool (or loans in the additional receivables) in various remaining amortization periods, and the
discount rate has taken the estimated issuance rate of securities, fee of loan servicer, interest
income tax and other factors into consideration. This mechanism will reduce the pressure and risk
brought by the uncertainty of the interest rate of the underlying assets to the repayment of
principal and interest of securities to a certain extent. However, overall, the spreads support is
limited.



The non-full sequential cash flow payment mechanism reduces the credit support available
to Senior Notes. As losses of the receivable increase, credit enhancement conditions are triggered,
and Class A targeted overcollateralisation percentage increases to 100%, the securities are then
converted into a complete sequential cash flow payment mechanism. Normally, after the Class A
Notes reach the overcollateralization target level, Subordinated Notes will receive principal
repayment. Compared with the notes with full sequential repayment order, the credit support
obtained by the Senior Notes is relatively smaller.



This ABS security has not yet registered for the change in and transfer of security right. At
the time of the Originator transfers the trust property, it shall not be registered for the change and
transfer of security right as per usual practice, but the Originator shall be continually registered as
the nominal title holder in supervisory authorities with the right of jurisdiction. There is a risk
that neither party may challenge any third party with good faith. The transaction document
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stipulates that the Originator is entitled to dispose of the receivables free from rights of third
parties, and the purchased receivables are free of defences, whether peremptory or otherwise, for
the agreed term of the loan contracts as well as free of rights of third parties and that the
borrowers in particular have no set-off claim thereto or thereunder or the status and enforceability
of the purchased receivables is not impaired by set-off rights. The above provisions reduce the
risk that may be brought by the change of mortgage transfer registration.


Affected by the COVID-19, the growth rate of macro-economy will obviously drop in 2020,
which may have an adverse impact on the future credit performance of underlying assets.
In the first three quarters of 2020, the quarterly GDP growth rates of China are -6.8%, 3.2% and
4.9% respectively, and the cumulative year-on-year growth rate is 0.7%. In the first nine months,
the growth rate of fixed assets investment has turned positive to 0.8%, and the exports continue to
improve due to the joint influence of high demand for epidemic prevention materials and
production transfer caused by discontinued overseas production. The recovery of consumption
accelerated slightly in the third quarter, but the monthly growth rate was still behind the 8%
growth rate of last year. In the medium and long term, China's population growth has reached an
inflection point, and the demographic dividend is gradually disappearing. China's economic
growth will follow the law of economic growth and slowdown in an orderly manner. In the short
term, China's economy will continue to steadily recover in the fourth quarter, but the annual
economic growth rate will still be significantly lower than last year. In the trend of increasingly
strict supervision on the financing of real estate enterprises, the driving effect of investment has
been weakened. Exports continue to improve. Consumption has room for recovery growth.
However, the decline of income, the rise of residents' leverage ratio and the awareness of
consumption risk arising from the epidemic may restrict residents' consumption ability, which
cause the overall improvement range of consumption is limited. From the perspective of
automobile consumption, the epidemic has had a rather big impact on automobile consumption.
In the first quarter, the national automobile sales decreased by 42.4% year-on-year. Since the
second quarter, with the release of the backlog demand in the early stage of the epidemic and the
implementation of the promoting automobile consumption policy, automobile sales have
rebounded strongly. From January to September, the cumulative growth rate of vehicle sales
decreased by 6.9%, and the decline rate was 10.1 percentage points lower than that in the first
half of the year. Looking forward to the fourth quarter, it is expected that the release of pressed
demand and policies will still support automobile consumption. However, considering the high
base in the same period of last year, the year-on-year growth rate in the fourth quarter will be
limited, and the annual automobile sales will show a slight decline. As a result, the differentiation
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of credit risk among enterprises in the automobile industry becomes more and more serious, and
automobile finance companies may also face certain risk of asset quality deterioration. This risk
factor has been taken into account in the credit risk model and the default distribution parameters
of the underlying assets have been adjusted respectively.
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I. Security Overview
The total amount of ABS issued in this transaction (ABS) is 796,000.00 (10k) yuan. Fixed interest
rates are applied to Class A Notes. In regard to the repayment mode of notes, Senior Notes adopt the fixed
rate and all belong to pass-through securities of which principal and interest are paid once a month. During
the revolving period, the amount not exceeding the reserve amount of the continuous purchase of Class A
Notes shall be used for the continuous purchase. After the revolving period, allocable amount is firstly used
for paying Senior Notes principal until the target amount of this level is reached, and the rest is used for
paying Subordinated Notes principal, i.e. Subordinated Notes principal are paid along with Senior Notes
principal.
Table 1: Overview of the ABS
ABS
Class A Notes

Subordinated Notes

Repayment
Method
Pass

Issuance Amount
(RMB 10K)

Percentage of Total
(%)

Coupon
Rate

Expected
Maturity Date

710,200.00

88.77

Fixed

Nov 26 20231

85,800.00

10.73

Fixed

Nov 26 2023

through
Pass
through

Amount Issued

-

796,000.00

99.50

-

-

Overcollateralization

-

4,001.69

0.50

-

-

-

800,001.69

100.00

-

-

Discounted
Receivables Balance
on Cut-off Date

Under normal circumstances, if Early Amortisation Event is not triggered, the revolving period will be
Dec 26th, 2020 to Nov 26th, 2021. The credit enhancement measures for this transaction mainly include a
Senior/Subordinated structure, and overcollateralization. With regard to Senior/Subordinated internal credit
enhancement measures, for this ABS, the level of credit support provided by Subordinated Notes and
Overcollateralization for Senior A Notes is 11.23%. However, due to the characteristic of transaction
structure of this ABS, if Subordinated Notes are paid along with Senior Notes in the later notes duration,
the credit enhancement obtained by Senior Notes will decrease. Since overcollateralization is the difference
between the aggregate discounted receivables balance and the issuance amount, this part provides certain
credit support for the senior securities. During the revolving period, discount additional receivables
purchase mechanism can accumulate certain overcollateralization. Additional receivables purchase price is
an amount equal to the replenished additional discounted receivables balance multiplied by one minus the
additional receivables overcollateralization percentage, which is equal to 1.7% in this ABS. This discount

1

This is consistent with the Offering Circular, the expected maturity date of class A notes calculated by CBR is Dec 26 2023.

1
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additional receivables purchase mechanism can accumulate certain overcollateralization, which will
provide additional credit support for the security.
The weighted average interest rate of the initial asset pool is 3.87%, and the spreads support is limited.
Meanwhile, the cut-off date of the red pool is Oct 31th 2020, the closing date is November 26th 2020, the
interest collect during this period can provide limited support to senior notes.

II. Analysis of the Transaction Structure
Loose Eligibility Criteria may lead to different characteristics of underlying asset from the initial
asset pool. There are greater uncertainties about its actual performance than the initial asset pool,
and the ability and willingness of the Trustee to manage the portfolio will have an impact on the
future performance of the underlying asset.
As stipulated in transaction documents, during the revolving period, all distributable collections after
deducting tax, priority cost and security’s interest amount will be used to purchasing new receivables.
However, Foreclosure Event (see Appendix 5) will lead to the end of revolving period.
The Eligibility Criteria of Additional Receivables is the same as initial asset pool (see Appendix 2).
In terms of the practice of purchasing additional receivables, if all the preconditions are satisfied, the
Originator will deliver together with the Notice of Sale, a complete Assets List enclosed thereto to the Trust
Company, and both parties have affixed their common seal on it. The Trust Company should pay the
Additional Receivables Purchase Price for the Additional Receivables to the Originator.
Overall, the revolving structure maintains the size of the asset pool during the operation period of the
Trust to some extent, and solves the problem of mismatched maturities between underlying assets and
securities. However, loose Eligibility Criteria may lead to different characteristics of underlying asset from
the initial asset pool. There are greater uncertainties about its actual performance than the initial asset pool,
and the ability and willingness of the Trustee to manage the portfolio will have an impact on the future
performance of the underlying asset.
This ABS features low transaction structure risks such as set-off risk, commingling risk and absence
risk of the Servicer.
As an Auto Finance Company, Volkswagen Finance (China) Co., Ltd., the Originator, does not have
deposit business, so the possibility of the borrower exercising set-off rights is low. The transaction
document stipulates that the Originator is entitled to dispose of the receivables free from rights of third
parties, and the purchased receivables are free of defences, whether peremptory or otherwise, for the agreed
term of the loan contracts as well as free of rights of third parties and that the borrowers in particular have
no set-off claim thereto or thereunder or the status and enforceability of the purchased receivables is not

2
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impaired by set-off rights. The above provisions reduce the set-off risk that may be brought by the
borrower exercising set-off rights.
This ABS stipulates that, the Originator, as Servicer, is entitled to commingle the Collections from the
Purchased Receivables with its own funds during each monthly period, provided that if its credit rating
satisfies the Servicer Required Rating or above, and it has made a deposit of such monthly Collections into
the Distribution Account on the sixth (6th) Business Day prior to each Payment Date as required. If its
credit rating fails to satisfy the Servicer Required Rating, monthly collateral account should be set up.
Monthly collateral account shall be divided into two parts. The "Monthly Collateral Part 1" is the expected
collections for the period from the first (1st) through the nineteenth (19th) calendar day of each monthly
period), and "Monthly Collateral Part 2" is the expected collections for the period from (and including) the
sixteenth (16th) calendar day of a monthly period through (and including) the fourth (4th) calendar day of
the following monthly period. The Servicer should transfer the Monthly Collections Part 2 for the previous
monthly period on the second (2nd) business day of each monthly period and transfer the Monthly
Collections Part 1 of each monthly period on the second (2nd) business day following the fifteenth (15th)
calendar day of each monthly period to the Distribution Account. Upon payment of the Monthly
Collections Part 1 and the Monthly Collections Part 2, the corresponding Monthly Collateral Part 1 and
Monthly Collateral Part 2, respectively, will be repaid to the Servicer. This mechanism uses the predicted
receivable in the monthly collateral account as the enhancement of the normal repayment, which decreases
the commingling risk when the Servicer cannot meet any mandatory rating grade.
This ABS hasn’t defined the Successor Servicer. Right Perfection Notice should be delivered within
five (5) business days after the Servicer is being replaced. CBR believes the Originator has strong risk
control capabilities and, servicing capabilities, therefore, absence risk of the Servicer is relatively low.
This ABS is set up in compliance with applicable laws. The bankruptcy and liquidation risk of the
trust property is seperated from that of other properties that are not included in any trust by the
Originator or the Trustee.
The law firm issued a legal opinion on this ABS in accordance with laws and regulations including the
Guaranty Law, the Trust Law, the Measures on Pilot Securitization Administration of Credit Assets, and
Measures for the Supervision and Administration of Pilot Projects of Credit Asset Securitization of
Financial Institutions, and determined that underlying assets in the pool can be used as Trust Assets for this
program, and a trust can be set up in accordance with laws for such pool.
After Volkswagen transfers the underlying assets to China Foreign Economy and Trade Trust Co., Ltd
in accordance with the trust contract, the underlying assets will no longer be Volkswagen’s property, but
become the trust property, which is different from other properties that are not included in any other trust.

3
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In addition, when Volkswagen transfers the underlying assets to the trust company, although the vehicle
mortgage right is transferred to the trust at the same time, they do not register for the change, so there is the
risk that other creditors of the borrower claim mortgage right on the mortgaged vehicle in the name of a
third party in good faith.
Give that some laws and regulations are in a pilot stage in practice, with their enforceability subject to
tests, and therefore may be updated or modified, CBR will keep a close eye on them in the credit rating
tracking process.
Main transaction parties of this ABS do not have issues which make them unsuitable to be the
Servicer. They all have adequate capabilities to perform their required duties.
Table 2: Main Transaction Participants' Ability to Fulfill Duties
Transaction Participants

Name

Servicing capabilities

Servicer

Volkswagen Finance (China) Co., Ltd.

Confirmed

Trustee/Issuer

China Foreign Economy and Trade Trust Co., Ltd

Confirmed

Account Bank

Bank of China LTD. Beijing branch

Confirmed

Volkswagen Finance (China) Co., Ltd., the ABS Servicer, has rich business experience, strong risk
control capabilities and, servicing capabilities; China Foreign Economy and Trade Trust Co., Ltd., the
trustee, has rich experience as a securitization trustee, business management and internal control
mechanisms are quite well established, and has servicing capabilities; Bank of China LTD., Beijing branch,
the Account Bank, has extensive experience in the area of fund depository, risk control capabilities is very
strong, and has servicing capabilities.
Transaction documents stipulate the obligations and liability for breach of contract of various
intermediaries. As specified in the transaction documents of this ABS: The trustee has the right to ask the
trustor, with no strings attached, to make timely repurchase of ineligible asset caused by its negligence of
duty during the effective period of the trust; the trustee should compensate for trust property if the trustee
manages or disposes trust property against trust purpose or causes damage to trust property due to
aggravated negligence of managing or disposing trust property, and the trustor may make litigation or has
the power to prosecute if the trustee fails to fulfill other obligations of the contract; the Account Bank
should compensate direct economic loss of the trust property if it fails to execute trustee’s payment
instruction or fails to make timely fund transfer.

III. Analysis of the Underlying Assets
1. Characteristics of the Underlying Assets
The Underlying Assets of this ABS transaction is the retail auto mortgage loan of Volkswagen
Finance (China) Co., Ltd., which has a low historical overdue rate and bad debt ratio and enjoys a
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good quality of assets. A revolving structure is used for this ABS program, where the features and
credit basis of future underlying assets are dynamic, about which there are some uncertainties.
However, the transaction documents set certain criteria for the eligibility of assets for additional
purchase, so that the underlying assets during the operation period of the trust can maintain a
similar characteristic with the initial asset pool. The developments and history of the retail auto
mortgage loan business as well as the features and credit conditions of the initial asset pool become
the basis for the analysis of credit quality of the pool conducted by CBR.
The underlying assets of this Transaction as of Cut-Off Date are an amount of 117,279 loans of retail
auto loans issued by the Originator between April 2016 and August 2020. The total outstanding balance of
principal is 809,614.80 (RMB 10K). There are 97.82% new cars in the asset pool.
Table 3: Statistical Analysis of the Underlying Assets
Cut-off Date

2020/10/31

No. of loans

117,279

No. of borrowers

114,950

Contract value of the asset pool (RMB 10K)

1,177,131.71

Total outstanding balance of principal (RMB 10K)

809,614.80

Max outstanding principal balance of a single loan (RMB 10K)

318.15

Average outstanding principal balance of a single loan (RMB 10K)

6.90

Proportion of top 10 borrowers’ discounted loan amount (%)

0.35

Proportion of top 20 borrowers’ discounted loan amount (%)

0.56

Weighted-average loan interest rate (%)

3.87

Weighted-average Loan Contract term (months)

32.94

Weighted-average seasoning (months)

7.41

Weighted-average remaining loan term (months)

25.53

Weighted-average loan to value ratio at origination (%)

62.12

Weighted-average age of borrowers (years old)

35.93

Borrowers are located in 31 provinces and cities, with the largest province accounting for 9.39% of
the total outstanding principle balance. The geographic concentration risk is relatively low.
Underlying assets include VW, Audi and other brands. The largest brand is VW, accounting for
60.07%, which indicates a high degree of brand concentration risk. However, considering the good
business condition of the Originator, overall, the underlying assets are well diversified, and the
concentration risk is relatively low.
Table 4: Distribution of Outstanding Principal Balance
Outstanding Balance of

No. of

Proportion of No.

Outstanding Balance of

Proportion of Outstanding

Loans (RMB 10K)

loans

of Loans (%)

Loans (RMB 10K)

Balance of Loans (%)

[0,5]

50,315

42.90

160,767.13

19.86

(5,10]

48,124

41.03

333,638.33

41.21

(10,15]

11,024

9.40

132,426.17

16.36

(15,20]

4,012

3.42

69,064.37

8.53
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Outstanding Balance of

No. of

Proportion of No.

Outstanding Balance of

Proportion of Outstanding

Loans (RMB 10K)

loans

of Loans (%)

Loans (RMB 10K)

Balance of Loans (%)

(20,25]

2,029

1.73

44,753.01

5.53

(25,30]

707

0.60

19,233.98

2.38

(30,35]

317

0.27

10,253.62

1.27

>35

751

0.65

39,478.19

4.86

Total

117,279

100.00

809,614.80

100.00

Table 5: Geographical Distribution of the borrowers
Location

No. of

Proportion of

Outstanding Balance of

Proportion of Outstanding

loans

No. of Loans (%)

Loans (RMB 10K)

Balance of Loans (%)

Shandong

11,557

9.85

76,033.09

9.39

Zhejiang

10,543

8.99

71,768.08

8.86

Henan

9,511

8.11

65,565.01

8.10

Hebei

9,186

7.83

50,005.83

6.18

Jiangsu

7,721

6.58

46,399.29

5.73

Guangdong

5,879

5.01

45,814.02

5.66

Sichuan

5,124

4.37

36,390.15

4.49

Yunnan

4,469

3.81

33,479.16

4.14

Hunan

4,303

3.67

29,508.75

3.64

Shaanxi

3,668

3.13

29,260.78

3.61

Hubei

4,250

3.62

27,999.86

3.46

Fujian

3,859

3.29

26,432.91

3.26

Liaoning

3,432

2.93

25,359.89

3.13

Anhui

4,057

3.46

25,240.79

3.12

Jilin

3,107

2.65

20,308.09

2.51

Beijing

2,471

2.11

19,940.18

2.46

Shanxi

3,110

2.65

19,683.51

2.43

Heilongjiang

2,515

2.14

19,550.81

2.41

Guizhou

2,353

2.01

18,807.98

2.32

Inner Mongolia

2,355

2.01

17,186.59

2.12

Jiangxi

2,348

2.00

16,450.96

2.03

Xinjiang

2,168

1.85

16,083.16

1.99

Chongqing

1,765

1.50

13,798.06

1.70

Tianjin

2,112

1.80

13,246.32

1.64

Guangxi

1,526

1.30

12,955.97

1.60

Gansu

1,234

1.05

10,984.48

1.36

Shanghai

1,268

1.10

9,260.22

1.17

Ningxia

665

0.57

5,089.77

0.63

Qinghai

474

0.40

4,548.41

0.56

Hainan

143

0.12

1,459.55

0.18
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Location
Tibet autonomous
regions
Total

No. of

Proportion of

Outstanding Balance of

Proportion of Outstanding

loans

No. of Loans (%)

Loans (RMB 10K)

Balance of Loans (%)

106

0.09

1,003.13

0.12

117,279

100.00

809,614.80

100.00

Table 6: Distribution of the Brand
Brand

No. of loans

Proportion of No. of

Outstanding Balance

Loans (%)

of Loans (RMB 10K)

Proportion of
Outstanding Balance
of Loans (%)

VW

84,545

72.09

486,328.77

60.07

Audi

15,608

13.31

198,257.81

24.49

Skoda

7,491

6.39

32,799.76

4.05

Jetta

6,301

5.37

32,188.12

3.98

VW Import

1,535

1.31

27,248.28

3.37

Porsche

565

0.48

20,603.19

2.54

Bentley

32

0.03

5,022.19

0.62

Lamborghini

3

0.00

520.19

0.06

Other brands

1,199

1.02

6,646.49

0.82

Total

117,279

100.00

809,614.80

100.00

Borrowers' ages are mainly distributed in the range of 30~40 years old, with the weighted-average
age of 35.93. The borrowers are in favorable occupation and income conditions, and the average
income-to-debt ratio2 is 3.03 indicating a strong guarantee to the loan repayment.
Table 7: Distribution of the Borrowers' Age3
Age (Years
Old)

2
3

No. of loans

Proportion of No.

Outstanding Balance

Proportion of Outstanding

of Loans (%)

of Loans (RMB 10K)

Balance of Loans (%)

[18,20]

1,135

1.01

7,027.14

0.93

(20,30]

37,850

33.87

242,022.77

31.96

(30,40]

42,390

37.93

289,999.99

38.30

(40,50]

21,494

19.23

153,642.87

20.29

>50

8,885

7.96

64,551.63

8.52

Total

111,754

100.00

757,244.40

100.00

Income − to − debt ratio =

𝐴𝑛𝑛𝑢𝑎𝑙 𝑖𝑛𝑐𝑜𝑚𝑒 𝑜𝑓 𝑏𝑜𝑟𝑟𝑜𝑤𝑒𝑟
𝐷𝑖𝑠𝑐𝑜𝑢𝑛𝑡𝑒𝑑 o𝑢𝑡𝑠𝑡𝑎𝑛𝑑𝑖𝑛𝑔 𝑏𝑎𝑙𝑎𝑛𝑐𝑒 𝑜𝑓 𝑝𝑟𝑖𝑛𝑐𝑖𝑝𝑎𝑙 𝑎𝑛𝑑 𝑖𝑛𝑡𝑒𝑟𝑒𝑠𝑡

Only individual borrowers are included.
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Table 8: Distribution of the Borrowers Annual Income 4
Proportion of
Annual Income
(RMB 10K)

No. of loans

Proportion of No. of

Outstanding Balance

Outstanding

Loans (%)

of Loans (RMB 10K)

Balance of Loans
(%)

(0,10]

25,632

22.94

116,427.09

15.38

(10,20]

51,376

45.97

296,683.05

39.18

(20,30]

22,264

19.92

175,693.63

23.20

(30,40]

2,039

1.82

21,629.74

2.86

(40,50]

5,415

4.85

63,168.24

8.34

>50

5,028

4.50

83,642.65

11.04

Total

111,754

100.00

757,244.40

100.00

The weighted-average term of contract is 32.94 months, weighted-average remaining term is 25.53
months, and weighted-average seasoning 7.41 months with certain historical performance.
Table 9: Distribution of Terms of Contract of Asset pool
Total Term
(months)

No. of loans

Proportion of No. of

Outstanding Balance of

Loans (%)

Loans (RMB 10K)

Proportion of
Outstanding Balance
of Loans (%)

[0,12]

1,364

1.16

8,832.56

1.09

(12,24]

60,998

52.01

319,030.69

39.41

(24,36]

49,296

42.03

410,440.48

50.70

(36,48]

1,763

1.50

20,852.43

2.58

(48,60]

3,858

3.30

50,458.64

6.22

Total

117,279

100.00

809,614.80

100.00

Table 10: Distribution of Asset Pooled Loan Seasoning
Seasoning
(months)

4

No. of loans

Proportion of No. of

Outstanding Balance

Loans (%)

of Loans (RMB 10K)

Proportion of
Outstanding Balance of
Loans (%)

[0,6]

55,438

47.27

481,013.54

59.41

(6,12]

30,310

25.84

193,378.27

23.89

(12,18]

18,644

15.90

82,472.16

10.19

(18,24]

7,204

6.14

35,808.54

4.42

(24,30]

5,613

4.79

16,546.57

2.04

(30,36]

28

0.02

188.83

0.02

(36,42]

36

0.04

189.51

0.03

(42,48]

4

0.00

14.69

0.00

Only individual borrowers are included.
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Seasoning
(months)

No. of loans

Proportion of No. of

Outstanding Balance

Loans (%)

of Loans (RMB 10K)

Proportion of
Outstanding Balance of
Loans (%)

(48,54]

2

0.00

2.69

0.00

Total

117,279

100.00

809,614.80

100.00

Table 11: Distribution of Remaining Term of Asset pool
Remaining Term

No. of

Proportion of No. of

Outstanding Balance of

Proportion of Outstanding

(months)

loans

Loans (%)

Loans (RMB 10K)

Balance of Loans (%)

[0,12]

22,338

19.05

69,433.77

8.58

(12,24]

61,229

52.21

370,379.36

45.75

(24,36]

28,504

24.30

302,246.04

37.33

(36,48]

1,835

1.56

22,015.43

2.72

(48,60]

3,373

2.88

45,540.20

5.62

Total

117,279

100.00

809,614.80

100.00

The weighted-average interest rate of this transaction is 3.87% which provides limited support for
securities principal and interest payments.
Table 12: Distribution of Current Interest Rates of Asset pool
Current Interest

No. of

Proportion of No.

Outstanding Balance of

Proportion of Outstanding

Rates (%)

loans

of Loans (%)

Loans (RMB 10K)

Balance of Loans (%)

0.00

51,201

43.66

224,093.43

27.68

(0.00,5.00]

34,300

29.25

233,981.37

28.90

(5.00,6.00]

16,215

13.83

159,059.26

19.65

(6.00,7.00]

8,501

7.25

99,013.57

12.23

(7.00,8.00]

4,052

3.46

58,728.96

7.25

(8.00,9.00]

999

0.85

14,135.88

1.75

(9.00,10.00]

265

0.23

9,400.06

1.16

(10.00,11.00]

9

0.01

121.54

0.02

(11.00,12.00]

711

0.61

5,258.94

0.65

(12.00,13.00]

840

0.72

4,463.11

0.55

(13.00,14.00]

182

0.13

1,350.01

0.16

(14.00,15.00]

4

0.00

8.67

0.00

Total

117,279

100.00

809,614.80

100.00

The weighted-average loan to value ratio at origination is 62.12%, which mitigates the expected level
of loss to a certain extent; There are 97.82% new cars in the asset pool, and liquidation of the
collateral plays a certain role in lifting the recovery rate.
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Table 13: Distribution of Loan to Value Ratio5
Loan to value ratio at
Cut –off Date (%)

No. of loans

Proportion of No. of
Loans (%)

Outstanding

Proportion of

Balance of Loans

Outstanding Balance

(RMB 10K)

of Loans (%)

[10,20]

404

0.34

1,189.60

0.15

(20,30]

1,499

1.28

6,230.15

0.77

(30,40]

4,887

4.17

28,488.08

3.52

(40,50]

18,998

16.20

109,777.40

13.56

(50,60]

35,443

30.22

205,639.49

25.40

(60,70]

42,938

36.61

320,190.95

39.55

(70,80]

13,110

11.18

138,099.13

17.05

Total

117,279

100.00

809,614.80

100.00

2. Analysis on the risk management capability of Originator/Servicer
Volkswagen Finance, the Originator/Servicer, has strong capabilities in risk control and after-loan
management, and can effectively reduce the default risk of underlying assets.
Volkswagen Finance, the Servicer, is responsible for management and service of the daily cash
collection of underlying assets, namely matters related to loan, borrowers and assurer, collection of loan
principal and commission charges, disposal of defaulted loan, safekeeping of documents, reporting loan
service to trustee periodically according to Service Contract. The Service Contract stipulates the Servicer
must compensate the all losses of other parties or trust property if the Servicer fails to fulfill its
responsibilities or obligations required by contract; this Service Contract stipulates the rights, obligations,
breach and compensation, duty fulfillment of the Servicer. Volkswagen Finance, the Servicer, has strong
willingness to fulfill its duties, growing scale of operation year by year, relatively low ratio of
non-performing loan, favorable asset quality, steadily improving profitability, strong support in operation
and finance from shareholders, and strong risk control capacity. Thus, there is relatively low risk caused by
the Servicer's capability and willingness to fulfill its duties for this ABS.
Volkswagen finance has initiated 10 securitization projects, with a total size of about 36.5 billion yuan.
The cumulative default rate of the projects is relatively stable.

5

Loan to Value Ratio=1-proportion of down payments
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Chart 1: The cumulative default rate of the ABS issued by the Originator

3.

Macro and industrial factor analysis

Affected by the COVID-19, the growth rate of macro-economy will obviously drop in 2020, which
may have an adverse impact on the future credit performance of the underlying assets.
In the first three quarters of 2020, the quarterly GDP growth rates of China are -6.8%, 3.2% and 4.9%
respectively, and the cumulative year-on-year growth rate is 0.7%. In the first nine months, the growth rate
of fixed assets investment has turned positive to 0.8%, and the exports continue to improve due to the joint
influence of high demand for epidemic prevention materials and production transfer caused by discontinued
overseas production. The recovery of consumption accelerated slightly in the third quarter, but the monthly
growth rate was still behind the 8% growth rate of last year. In the medium and long term, China's
population growth has reached an inflection point, and the demographic dividend is gradually disappearing.
China's economic growth will follow the law of economic growth and slowdown in an orderly manner. In
the short term, China's economy will continue to steadily recover in the year, but the annual economic
growth rate will still be significantly lower than last year. In the trend of increasingly strict supervision on
the financing of real estate enterprises, the driving effect of investment has been weakened. Exports
continue to improve. Consumption has room for recovery growth. However, the decline of income, the rise
of residents' leverage ratio and the awareness of consumption risk arising from the epidemic may restrict
residents' consumption ability, which cause the overall improvement range of consumption is limited. From
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the perspective of automobile consumption, the epidemic has had a rather big impact on automobile
consumption. In the first quarter, the national automobile sales decreased by 42.4% year-on-year. Since the
second quarter, with the release of the backlog demand in the early stage of the epidemic and the
implementation of the promoting automobile consumption policy, automobile sales have rebounded
strongly. From January to September, the cumulative growth rate of vehicle sales decreased by 6.9%, and
the decline rate was 10.1 percentage points lower than that in the first half of the year. Looking forward to
the fourth quarter, it is expected that the release of pressed demand and policies will still support
automobile consumption. However, considering the high base in the same period of last year, the
year-on-year growth rate in the fourth quarter will be limited, and the annual automobile sales will show a
slight decline. As a result, the differentiation of credit risk among enterprises in the automobile industry
becomes more and more serious, and automobile finance companies may also face certain risk of asset
quality deterioration.
Under the pressure of the overall declining automobile market, the profit range of auto finance
companies will be squeezed to a certain extent, which may lead to the change of the sponsor's policies on
credit audit and credit management, thus causing some differences between the historical data and the
actual credit performance of the pooled assets. In the quantitative analysis of the credit quality of the basic
assets of China bond credit, the macroeconomic cycle and industry situation of the current period of
securities have been taken into consideration.
Chart 2: The disposable income of Chinese residents
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Chart 3: The sales of passenger vehicles

IV. Quantitative Analysis
1. Quantitative Credit Risk Analysis on the Underlying Asset Portfolio
The underlying assets of this transaction are characterized by large number of loans, high degree of
diversification, and high degree of homogeneity. The asset’s default distribution displays relatively stable
statistical properties. Therefore, by the actuarial approach, CBR works out the portfolio credit risk level of
the underlying asset pool through selecting the static sample pool6 having similar characteristics with the
underlying asset pool, taking track record of credit performance of the static sample pool as the basis,
comprehensively considering factors may affect the credit performance of the underlying assets, including
the difference between the static sample pool and the underlying asset pool, changes in future economic
condition, the Servicer's ability to fulfill its duties, and characteristics of the underlying asset pool.
1) Analysis on Static Sample Pool
Sample Selection
Based on relevant statistical information of static sample pools provided by the Originator, CBR has
constructed 73 static sample pools. For each static sample pool, the sampling standard is to select new loans
issued in the current month. However, it shall be noticed that certain characteristics of the static sample
pool are inconsistent with those of the underlying asset pool, and estimation of the default distribution
parameters will include some level of inaccuracy.

6

The static pool normally requires that there should be no assets added or removed from the cut-off date until the end of the term, with the exceptions
of normal repayment or default of assets. Static pools related to the securitization of personal auto loans normally require a large number of loans, the
proportion of each loan to be very low, and the statistical properties of the pool to be stable.
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Cumulative Default Rate of the static asset pool
Based on the 73 static sample pool, CBR has respectively computed the growth in average default
rates in each term, followed by the calculation of average cumulative default rates for each term during the
life of the securitized asset pool, and then obtained the expected cumulative default rates during the life of
the securitized asset pool. After that, CBR has mapped out the default time distribution by computing the
projected default rate of each term in percentage of the projected cumulative default rates during its
effective terms (see the Stress Testing for details).
Chart 4: Cumulative Default Rates of Static Sample Pool
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Alternatively, because of different statistics period of each sample, one could divide the cumulative
default rates of each static sample pool at the end of respective statistical period by its corresponding
projected default rate of each period as a percentage of the projected cumulative default rates during its
lifetime, which in turn could map out the expected cumulative default rates of a static sample pool during
the lifetime of the securitized asset pool. The average cumulative default rate provided for the static sample
pools of this transaction is 1.54%.
Table 14: Mapping Cumulative Default Rates
Static Pool

Sample 1

Sample 2

Sample 3

Sample 4

Sample 5

Sample 6

Sample 7

Sample 8

Cumulative Default Rate

1.27

1.46

1.36

1.62

1.43

1.40

1.04

1.20
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Static Pool

Sample 9

Sample 10

Sample 11

Sample 12

Sample 13

Sample 14

Sample 15

Sample 16

Cumulative Default Rate

1.16

1.12

1.10

1.13

0.85

1.08

0.61

0.65

Static Pool

Sample 17

Sample 18

Sample 19

Sample 20

Sample 21

Sample 22

Sample 23

Sample 24

Cumulative Default Rate

0.81

0.82

0.79

0.72

0.83

0.74

0.63

0.48

Static Pool

Sample 25

Sample 26

Sample 27

Sample 28

Sample 29

Sample 30

Sample 31

Sample 32

Cumulative Default Rate

0.58

0.57

0.48

0.57

0.42

0.47

0.49

0.53

Static Pool

Sample 33

Sample 34

Sample 35

Sample 36

Sample 37

Sample 38

Sample 39

Sample 40

Cumulative Default Rate

0.46

0.42

0.51

0.54

0.84

0.73

0.86

0.82

Static Pool

Sample 41

Sample 42

Sample 43

Sample 44

Sample 45

Sample 46

Sample 47

Sample 48

Cumulative Default Rate

0.89

1.21

1.05

1.27

1.55

1.17

1.42

1.36

Static Pool

Sample 49

Sample 50

Sample 51

Sample 52

Sample 53

Sample 54

Sample 55

Sample 56

Cumulative Default Rate

1.60

1.69

1.27

1.45

1.55

1.80

1.81

1.55

Static Pool

Sample 57

Sample 58

Sample 59

Sample 60

Sample 61

Sample 62

Sample 63

Sample 64

Cumulative Default Rate

1.77

1.38

1.62

1.63

1.92

1.70

1.98

2.78

Static Pool

Sample 65

Sample 66

Sample 67

Sample 68

Sample 69

Sample 70

Sample 71

Sample 72

Cumulative Default Rate

3.44

3.19

5.29

6.50

7.27

6.12

3.61

3.20

Static Pool

Sample 73

Mean

Cumulative Default Rate

2.52

1.54

2) Estimation and Adjustments of Parameters of Underlying Assets Default Distribution
CBR assumes the cumulative default rates of the securitized asset pool have a log normal distribution.
CBR adopts the maximum likelihood estimation approach, and estimates the parameters (  ,  ) of the
underlying assets' default distribution in light of the cumulative default rates of the static sample pool. On
this basis, CBR adjusts the parameters by fully considering factors such as the macroeconomic
environment, the difference in statistical properties between the static pool and the underlying asset pool
and credit quality of the underlying assets.
Static sample pool is inconsistent with underlying asset pool in terms of characteristics such as the
distribution of original contract term and the loan to value ratio at origin
CBR has compared the statistical characteristics of the static sample pool with that of the underlying
asset pool (See Table 15). In regard to the contract term, the contract term between 0 to 12 month
(inclusive), 12 to 24 month (inclusive), 24 to 36 month (inclusive), 36 to 48 month (inclusive), and 48 to 60
month (inclusive) are 1.09%, 39.41%, 50.70%, 2.58%, and 6.22% respectively, while the contract term of
the static pool are 16.08%, 45.04%, 37.98%, 0.44%, and 0.47% respectively. In regard to the loan to value
ratio at origination, the loan to value ratio between 20% to 40% (inclusive), between 40% to 60%
(inclusive), and between 60% to 80% (inclusive) are 4.29%, 38.96%, and 56.60% respectively, while the
loan to value of the static pool are 20.48%, 40.36%, and 39.16% respectively. It is revealed that the asset
pool to be securitized and the static pool have certain differences in the distribution of original contract
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term and the loan to value ratio at origin. Compared with historical credit data of the static pool, there is no
great difference in the risk control level, credit policy and other aspects of the Originator/Service on the
cut-off date of the asset pool. CBR will continually track the follow-up change situation of participants'
ability to fulfill duties in the notes duration. In addition, the underlying assets are more prone to the
slowdown of macro-economic situation than static pool, which means possible adverse impact on the credit
performance of underlying assets in the future.
In general, as the characteristics of loans in the static pool are inconsistent with that of the securitized
asset pool, CBR has made adjustment in the credit risk model with regard to underlying assets default
distribution parameters. See the following for default distribution estimation of underlying assets Pool (See
Table 15).
Static pool statistical distribution
The contract terms and loan-to-value ratios of the 119 static sample pools provided by the originator
are distributed as follows.
Chart 5: Distribution of Static sample pool contract term
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Chart 6: Distribution of Static sample pool loan to value ratio at origination
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Table 15: Comparison of Statistical Information on Underlying Asset Pool and Static Sample Pool
Underlying Assets

Static Pool Average

Cut-off Date

2020/10/31

-

Balance (RMB 10K)

809,614.80

374,916.10

No. of loans

117,279

42,331.30

Outstanding Balance of a Single Loan (RMB 10K)

6.90

8.86

(0.12]

1.09%

16.08%

(12.24]

39.41%

45.04%

(24.36]

50.70%

37.98%

(36.48]

2.58%

0.44%

(48.60]

6.22%

0.47%

(0,20]

0.15%

0.00%

(20,40]

4.29%

20.48%

(40,60]

38.96%

40.36%

(60,80]

56.60%

39.16%

(80,100]

0.00%

0.00%

Non-Balloon repayment method

99.61%

90.00%

Balloon repayment method

0.39%

10.00%

Contract Term (months)

Loan To Value (%)

Repayment type
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Table 16: Adjusted Parameters Estimation Result
Default Distribution Parameters

D

D

-4.1423

0.7923

3）The analysis of underlying asset characteristics
The auto financial market of China relatively started late, has not experienced a complete economic
cycle, the risk exposure is not sufficient yet, and the static sample pool provided by the originator may not
be able to fully reflect the risk characteristics of the asset pool. Therefore, CBR considers the credit quality
of the underlying assets as well as the historical data provided by the originator, and the expected
cumulative default rate is calculated by comparing the characteristics of the similar asset pools.
CBR scores7 each factor which could affect the credit risk of the asset pool, and calculates a total
score to reflect the credit performance of the asset pool in the future. Meanwhile, CBR considers the time
distribution of the industry benchmark’s cumulative default rate, and calculates the cumulative default rate
of the asset pool by establishing the mapping relationship of the expected cumulative default rate of the
asset pool, the longest term of the asset pool and the scorecard model. Based on the credit quality of the
asset pool, CBR choose the pressure multiplier within a certain range for each target rating level, and
determines the Target Default Rate(TDR) by multiplying the cumulative default rate of the asset pool and
the multiplier.
4) Estimation Result of Credit Risk Analysis Model
Based on the adjusted parameters, CBR utilizes the log normal distribution function to compute
default rates of the asset pool that shall be borne by the rated notes under different target rating levels (See
Table 17)
Table 17: Target Default Rate of Rated ABS Note
Credit Rating

Target Default Rates (TDR)

AAAsf

24.41%

AAA－sf

22.12%

AA＋sf

19.68%

AAsf

18.38%

AA－sf

16.89%

A＋sf

14.47%

Asf

13.27%

The scorecard model decomposes the factors that affect the expected cumulative default rate of the underlying assets, and
constructs a tree system. The system mainly examines the credit qualities of the borrowers of the underlying asset pool, the
characteristics of the loans and the due diligence of the transaction participants. The pairwise comparison matrix is used to
determine the weights of the factors. CBR sets the standards of scores for each factor, and then the integrated score of the
credit performance of the asset pool in the future is calculated by the liner factor model.
7
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Credit Rating

Target Default Rates (TDR)

A－sf

11.85%

BBB＋sf

10.26%

BBBsf

8.80%

Note: TDR is, with target credit rating, the proportion of the default amount of asset pool shall be borne by the rated securities.

2. Cash Flow Stress Testing
CBR has developed a cash flow analysis and stress test model specifically for ABS, according to the
characteristics of transaction structure such as the set-up of transaction accounts, cash flow payment
mechanism, credit trigger events, credit enhancement arrangements, and characteristics of the underlying
assets. Cash inflow of models mainly comes from principal receivables and interest receivables. Cash
outflow mainly includes taxes, service fees for participating parties, interest on senior notes, senior notes
principal, and income and principal of subordinate securities. The main function of stress testing is to
assess the coverage of interest and principal by cash flows that the underlying assets generate under
stressed scenarios, so as to test the robustness of the transaction structure, as well as whether the level of
credit enhancement available to the rated notes is sufficient to meet the target rating level.
Table 18: Base Date of Cash Flow Analysis
Indicator

Date

Cut-off Date

Oct. 31 2020

Expected Settlement Date

Nov. 26, 2020

Expected Maturity Date of Class A Notes

Nov. 26, 2023

Expected Maturity Date of Subordinated Notes

Nov. 26, 2023

Legal Maturity Date

Sep. 26, 2028

Based on its analyses of economic climate and credit risk of the asset pool, CBR has set the following
major stress conditions: earlier default, spread narrowing, prepayment rate rises, and lower recovery rate on
default loans.
The Set-up of Recovery Rate
CBR figures out the weighted-average recovery rate of loans overdue by more than 30 days according
to the migration rate of default loans, and regards it as the baseline recovery rate combining the
characteristics such as the loan to value ratio of the asset pool (initial LTV is 62.12%) and the proportion of
seasoning to original term (22.50%) etc, with consideration of the industry average recovery situation
finally sets the recovery rate of loans overdue by more than 30 days at 45.41%, which is used as the
baseline condition for the recovery rate.
Setting of Time of Default Distribution
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Based on the historical default time distribution of static sample pool, and combining the
characteristics of underlying assets cash flow distribution, CBR has set the baseline condition of default
time distribution as 35.92% for the first year, 35.92% for the second year, 22.55% for the third year, and
5.61% for the third year.
Table 19: Setting of Default Time Distribution
Historical Default

Distribution of Cash Flow of

Time Distribution

Time

Proportion of Cash Flow（%）

Underlying Assets

of Static Sample

(RMB 10K)

Pool（%）
1st Year

35.52%

443,404.69

54.77%

2nd Year

35.52%

260,290.74

32.15%

3rd Year

22.55%

83,933.05

10.37%

4th Year

5.61%

14,586.08

1.80%

5th Year

-

7,400.24

0.91%

Total

100.00%

809,614.80

100.00%

Setting of Expected Interest Rate of Notes
CBR has set the baseline expected issuance rates at 3.80%/year for Class A Notes.
The Set-up of Prepayment Rate
With the 2.85%/year historical prepayment rate of static sample pool, CBR has set the baseline
prepayment rate at 2.85%/year.
Table 20: Baseline Conditions and Stress Scenarios of Stress Testing
Stress Conditions

Baseline Conditions

Stress Scenarios

Recovery Rate

45.41%

0 recovery

Recovery Term (months)

6

Move forward properly; upper limit

Distribution of Time of Default

1st year 35.52%, 2nd year 35.52%, and

after adjustment is 55.52% for 1st

3rd year 22.15%, 4th year 5.61%

year, 35.52% for 2nd year, and
7.76% for the 3rd year
The upper limit of pressure is

2.85%

Prepayment Rate

decrease to 0.71%

表 21：A 级证券压力测试结果 1

Main Stress Testing Scenarios
Baseline Conditions
Recovery rate is 0%, and others are baseline
conditions

Senior A Notes
Critical Default
Rates of Senior
Notes

TDR under
AAA-sf rating

Senior A Notes
Protective Distance of
Senior Notes

24.24%

22.12%

2.12%

13.29%

22.12%

-8.83%
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Main Stress Testing Scenarios

Senior A Notes
Critical Default
Rates of Senior
Notes

TDR under
AAA-sf rating

Senior A Notes
Protective Distance of
Senior Notes

22.35%

22.12%

0.23%

20.77%

22.12%

-1.35%

24.09%

22.12%

1.97%

24.01%

22.12%

1.89%

24.01%

22.12%

1.89%

23.76%

22.12%

1.64%

22.08%

22.12%

-0.04%

20.28%

22.12%

-1.84%

Recovery rate drops by 10%, and others are
baseline conditions
Recovery rate drops by 20%, and others are
baseline conditions
Prepayment rate decreases to 1.43%, and others
are baseline conditions
Prepayment rate decreases to 0.71%, and others
are baseline conditions
Distribution of time of default moves forward by
10%, and others are baseline conditions
Distribution of time of default moves forward by
20%, and others are baseline conditions
Recovery rate drops by 10%; prepayment rate
decreases to 1.43%; distribution of time of
default moves forward by 10%
Recovery rate drops by 20%; prepayment rate
decreases to 0.71%; distribution of time of
default moves forward by 20%

Table 22: Stress Testing Results I of Senior A Notes
Main Stress Testing Scenarios
Baseline Conditions

Senior A Notes
Critical Default
Rates of
Senior Notes
24.24%

Recovery rate drops by 10%, and others are baseline
conditions
Recovery rate drops by 20%, and others are baseline
conditions
Prepayment rate decreases to 1.43%, and others are
baseline conditions
Prepayment rate decreases to 0.71%, and others are
baseline conditions
Distribution of time of default moves forward by 10%,
and others are baseline conditions
Distribution of time of default moves forward by 20%,
and others are baseline conditions

19.68%

Senior A Notes
Protective
Distance of
Senior Notes
4.56%

22.35%

19.68%

2.67%

20.77%

19.68%

1.09%

24.09%

19.68%

4.41%

24.01%

19.68%

4.33%

24.01%

19.68%

4.33%

23.76%

19.68%

4.08%

22.08%

19.68%

2.40%

20.28%

19.68%

0.60%

TDR under AA＋sf
rating

Recovery rate drops by 10%; prepayment rate decreases
to 1.43%; distribution of time of default moves forward
by 10%
Recovery rate drops by 20%; prepayment rate decreases
to 0.71%; distribution of time of default moves forward
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Main Stress Testing Scenarios

Senior A Notes
Critical Default
Rates of
Senior Notes

TDR under AA＋sf
rating

Senior A Notes
Protective
Distance of
Senior Notes

by 20%

From the results of stress testing, for Class A Notes, under the worst scenario of AA＋sf, which is
“Recovery rate drops by 20%; prepayment rate decreases to 0.71%; distribution of time of default moves
forward by 20%”, Class A Notes can still obtain certain a protective distance of 0.60%, but fail stress
testing of AAA－sf.
Therefore, CBR believes that the maximum credit ratings determined by combined model and cash
flow testing model for Senior A Notes are capped at AA＋sf.

V. Conclusion
Based on the result of the rating models, CBR assigns the following ratings to this Transaction:
Class A Notes are rated at AA＋sf, Subordinated Notes are unrated.
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Appendix I:
Symbols and definitions of ABS credit rating
The credit rating given by CBR for ABS evaluates the probability of timely payment of interest and
full payment of principal of the rated security on or before maturity date8. The rating consists of 3 grades
and 9 notches, namely AAAsf, AAsf, Asf, BBBsf, BBsf, Bsf, CCCsf, CCsf, Csf, with fine-tune adjustment of ‘
＋’ and ‘－’ for each notch, indicating slightly above or below medium level in corresponding grade.
Descriptions of each grade:
Symbols

Descriptions

AAAsf

Extremely strong ability to repay principal of and interest on notes, extremely low default risk

AAsf

Very strong ability to repay principal of and interest on notes, very low default risk

Asf

Strong ability to repay principal of and interest on notes, low default risk

BBBsf

Medium ability to repay principal of and interest on notes, medium default risk

BBsf

Weak ability to repay principal of and interest on notes, high default risk

Bsf

Very weak ability to repay principal of and interest on notes, very high default risk

CCCsf

Extremely weak ability to repay principal of and interest on notes, extremely high default risk

CCsf

Difficult to guarantee repayment of principal of and interest on notes

Csf

Hardly able to repay principal of and interest on notes

8

The rating symbol system used in this report only applies to CBR's credit rating business in China Mainland (excluding Hong Kong, Macao and
Taiwan). Symbol system related to foreign or international credit rating will be formulated separately by CBR as needed.
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Appendix II:
Eligibility Criteria for Assets in the Pool
The Originator further represents and warrants, with respect to the Initial Receivables as of the
Initial Cut-Off Date and the Additional Receivables as of the Additional Cut-off Date:
(a) at the time the Receivable was originated, the relevant Financed Object was insured;
(b) the Loan Contracts constitute legal, valid, binding and enforceable agreements;
(c) the Purchased Receivables are assignable, and the Loan Contracts require monthly payments;
(d) it is entitled to dispose of the Receivables free from rights of third parties;
(e) the Purchased Receivables are free of defences, whether peremptory or otherwise, for the agreed
term of the Loan Contracts as well as free of rights of third parties and that the Borrowers in particular
have no set-off claim thereto or thereunder or the status and enforceability of the Purchased Receivables is
not impaired by set-off rights;
(f) no Purchased Receivable is overdue;
(g) the status and enforceability of the Purchased Receivables is not impaired due to warranty claims
or any other rights of the Borrowers;
(h) none of the Borrowers is an affiliate of Volkswagen AG or an employee of the Originator;
(i) according to the Originator’s records, no termination of any Loan Contract has occurred;
(j) the Loan Contracts shall be governed by the laws of China and have not been concluded prior to
January 2008;
(k) the Loan Contracts have been entered into exclusively with the Borrowers which, if they are
corporate entities have their registered office in China or, if they are individuals have their place of
residence in China;
(l) on the Cut-Off Date, at least two contractual instalments (which include interest payments) have
been paid in respect of each of the Purchased Receivables and that each Purchased Receivable requires
monthly payments to be made within sixty (60) months of the date of origination of each Loan Contract
and may also provide for a final balloon payment;
(m)

each of the Purchased Receivables will mature no earlier than six (6) months and no later

than fifty-eight (58) months after the Cut-Off Date;
(n) the total outstanding amount of Purchased Receivables entrusted hereunder pursuant to the Loan
Contracts with one and the same Borrower does not exceed RMB 4,000,000 in respect of any single
Borrower;
(o) the Loan Contracts which are subject to the provisions of PRC law on consumer financing,
comply in all material respects with the requirements of such provisions;
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(p) according to the Originator’s records, no insolvency proceedings have been initiated against any
of the Borrowers during the term of the relevant Loan Contract up to the Cut-Off Date;
(q) each Loan Contract under which the relevant Receivables arise provides for a mortgage of the
relevant Financed Object;
(r) the Purchased Receivables are “normal” loans according to CBIRC’s “5-category” loan
classification method;
(s) the Purchased Receivables are denominated in RMB;
(t) at the time each Loan Contract was entered into, the Receivable under such Loan Contract was
approved by the Originator in the ordinary course of the Originator's business; and
(u) the maximum delinquent days of each Purchased Receivable were historically no more than 60
days.
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Appendix III:
Credit Enhancement Increase Condition

(a) 1.2 per cent. for any Payment Date prior to or during September 2021; or
(b) 1.6 per cent. for any Payment Date from October 2021 but prior to or during May 2022; or
(c) 2.0 per cent. for any Payment Date.
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Appendix IV:
Foreclosure Event
Foreclosure Event means any of the following events:
(a) with respect to the Issuer an Insolvency Event occurs; or
(b) the Issuer defaults in the payment of any interest on the Controlling Notes then outstanding when the
same becomes due and payable, and such default continues for a period of ten (10) Business Days (or such
longer period as approved at a Controlling Noteholders’ Meeting); or
(c) the Issuer defaults in the payment of principal of any Note on the Legal Maturity Date,
provided that it shall not be a Foreclosure Event until after a decision has been made by unanimous consent
at the relevant Controlling Noteholders’ Meeting that the replacement of the Issuer with another Trust
Company which meets the Trust Company Qualified Standard is not viable.
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Appendix V:
Early Amortisation Event
Early Amortisation Event shall mean any of the following:
(a) the occurrence of a Servicer Replacement Event;
(b) the Accumulation Balance on two consecutive Payment Dates exceeds in aggregate fifteen (15) per
cent. of the Discounted Receivables Balance;
(c) on any Payment Date falling after three (3) consecutive Payment Dates following the Issue Date, the
Class A Actual Overcollateralisation Percentage is determined as being lower than 10.73 per cent.;
(d) the Originator ceases to be an Affiliate of Volkswagen Financial Services AG or any successor
thereto;
(e) the Originator fails to perform its repurchase obligations under Clause 3 of the Trust Agreement;
(f) a Credit Enhancement Increase Condition is in effect; or
(g) the occurrence of a Foreclosure Event.
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Appendix VI:
Comparison of underlying assets
Name

DC11(black pool)

DC10

DC9

DC8

Cut-off Date

2020/10/31

2020/2/29

2019/10/31

2017/10/31

No. of loans

117,279

100,377

105,236

63,346

800,001.69

600,003.04

600,005.36

350,003.34

809,614.80

604,417.44

611,060.11

365,051.80

1,177,131.71

964,220.64

1,013,111.78

542,881.36

318.15

398.48

357.87

238.13

6.90

6.02

5.81

5.53

Proportion of top 10 borrowers’ discounted loan amount (%)

0.35

0.44

0.41

0.44

Proportion of top 20 borrowers’ discounted loan amount (%)

0.56

0.58

0.61

0.64

Weighted-average loan interest rate (%)

3.87

3.18

2.71

1.87

Weighted-average Loan Contract term (months)

32.94

31.41

31.37

29.81

Weighted-average seasoning (months)

7.41

8.59

9.80

8.00

Weighted-average remaining loan term (months)

25.53

22.82

21.57

21.80

Weighted-average loan to value ratio at origination (%)

62.12

60.99

60.85

56.92

Weighted-average age of borrowers (years old)

35.93

35.56

35.52

35.39

Total discounted outstanding balance of principal and interest
(RMB 10K)
Total outstanding balance of principal (RMB 10K)
Contract value of the asset pool (RMB 10K)
Max outstanding principal balance of a single loan (RMB 10K)
Average outstanding principal balance of a single loan (RMB
10K)

29

Credit Rating Report

Credit Rating of ABS

Appendix VII:
Cash Flow Payment Mechanism before Occurrence of an Event of Foreclosure
Principal and interest
Trust Account
If any
Cash Collateral Amount
Monthly Collateral Account

1. It is used when the
Servicer cannot meet
any mandatory rating
grade;
2. Capital source:
From the Servicer;
3. Capital usage: The
corresponding monthly
collateral amount is
returned to the Servicer
after the successful
payment of actual
receivables.

Distribution Account

Cash Collateral Account

1. Taxes;
2. Service fee for the Servicer;

Source of funds:

3. Service fees for participating parties;

1. Initial reserves;

4. amounts payable in respect of (1) interest

2. Qualified investment income;

accrued during the immediately preceding

3. Cover cash reserve account funds.

Interest Period plus (2) Interest Shortfalls (if

Use of funds:

any) on the Class A Notes;

1. Transfer the balance beyond the

5. to the Cash Collateral Account to the extent

specific cash reserve account of the

needed to replenish and maintain the credit

current period to the originator;

balance of the Cash Collateral Account at a

2. Pay 1-4 under the distribution

level equal to the Specified Cash Collateral

account on each payment date;

Account Balance;

3. Make payments under the

6. on a pro rata and pari passu basis, (1) the

distribution account 6-9 on Legal

Class A Amortisation Amount and (2) an

Maturity Date or once the car loan has

amount equal to the Class A Accumulation

been paid.

Amount (which, during the Revolving Period,

Used by servicers when exercising a

shall be credited to the Accumulation Account

Clean-Up Call

for the purposes of acquiring Additional
Receivables);
7. amounts payable in respect of accrued and
unpaid interest on the Subordinated Notes;
8. on or after the expiration of the Revolving
Period, (i) prior to Clean-Up Call, pay
outstanding principal amounts of
Subordinated Notes on condition that
Subordinated Notes after repayment is no less
than 5% of the then outstanding principal
amount of the Notes; or (ii) after exercising a
Clean-Up Call, pay Subordinated Notes until
it has been reduced to zero; and
9. to pay all remaining excess to the
Originator by way of final success fee.
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Appendix VIII:
Cash Flow Payment Mechanism after Occurrence of an Event of Foreclosure
Principal and interest
Trust Account

Cash Collateral Amount
Monthly Collateral Account

1. It is used when the

Distribution Account

Cash Collateral Account

1. Taxes;

Servicer cannot meet

2. Service fee for the Servicer

Source of funds:

any mandatory rating

3. Service fees for participating

1. Initial reserves;

grade;

parties (excluding the Servicer);

2. Qualified investment income;

2. Capital source:

4. Interest on Class A Notes;

Use of funds:

From the Servicer;

5. Payment for principal of Class A

1. Transfer the balance beyond the

3. Capital usage: The

Notes until its principal is paid off;

specific cash reserve account of the

corresponding monthly

6. Subordinated interest;

current period to the originator;

collateral amount is

7. prior to Clean-Up Call, pay

2. It is used to guarantee securities

returned to the Servicer

outstanding principal amounts of

payment under certain servicer events.

after the successful

Subordinated Notes on condition

After a foreclosure occurs, the

payment of actual

that Subordinated Notes after

distribution will be used in the order of

receivables.

repayment is no less than 5% of the

the distribution accounts.

then outstanding principal amount
of the Notes; or after exercising a
Clean-Up Call, pay Subordinated
Notes until it has been reduced to
zero; and
8. to pay all remaining excess to
the Originator by way of final
success fee.
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Appendix IX:

Arrangement of Rating Tracking
CBR will perform continued monitoring of the credit rating of the rated securities during
the effectiveness of credit rating of this ABS. For Senior ABS, issued by the end of last year
which has not matured and whose principal is not paid off, the credit rating tracking report
will be published before July 31 in the current year.
CBR will continuously keep a close watch on the credit quality of the ABS, and strives
to collect and understand information that may affect the quality of this ABS. During the
effective period of this ABS, Issuer/Originator should timely provide CBR with documents
including but not limited to loan/asset report, trustee report, annual financial report, trust
property status. If any material event that may affect ABS credit rating arises, trustee/servicer
should, within 3 days of notice of the event, inform CBR and provide CBR with related
documents. If CBR notices material event that may affect credit rating of this ABS, CBR
should ask Originator, loan/asset servicer, trustee and lead underwriter to provide related
documents so as to determine whether adjustment is needed for credit rating. Credit rating can
be revoked if CBR can by no means acquire effective rating information.

32

Credit Rating Report

Credit Rating of ABS

Appendix X:

Statement of Credit Rating
1. China Bond Rating Co., Ltd (CBR) publishes its credit rating result based on CBR’s
rating method, rating model and review of its credit rating committee.
2. Credit rating of the rated notes reflects only the breach probability of the rated notes,
not direct judgment on its breach.
3. Credit rating of the rated notes reflects CBR’s judgment on the credit quality of the
rated notes through its duration, instead of credit quality of the rated notes at the time of
rating.
4. There exists no connection among CBR, its credit rating analyst, credit review
committee and participating institutions that may influence the objectiveness, independence
and justice of rating; the credit rating is an independent judgment made by CBR on the basis
of reasonable credit rating standards and procedures. CBR has good reason to guarantee that
its rating report abides by the principle of objectiveness, independence and justice and is not
affected by any improper influence of participating institutions and any other organizations
and individuals.
5. This report is used for reference only, and is not conclusions or suggestions for any
decisions.
6. The documents related to underlying assets and transaction structure for this report
have all been provided by participating parties including Originator, Servicer, trustee, lead
underwriter etc. CBR does not guarantee the authenticity and integrity of the information.
7. The rating symbol system used in this report only applies to CBR's credit rating
business in China Mainland (excluding Hong Kong, Macao and Taiwan), and is not
comparable with ratings that are not using the same rating symbol system.
8. The credit rating in this the report is effective through the duration of this ABS; the
credit rating is contingent on CBR's rating tracking conclusion during effective period.
9. CBR owns the copyright of this report. No one is allowed to publish or copy this
report in any form without written permission.
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