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Standard & Poor's Ratings Services has updated the cash flow assumptions it uses when assessing
RMBS structures for transactions that contain U.S. closed-end second-lien (CES) mortgage loans.
Standard & Poor's will use the constant payment rate and default assumptions shown below when
assessing the available excess interest in all senior-subordinate overcollateralization transactions that
contain CES loans (see tables 1-2 and charts 1-2). We will begin to use these assumptions immediately.

Table 1

U.S. RMBS Second-Lien Default Bullets

Month % if W.A. seasoning is < 12 months % if W.A. seasoning is > 12 months

1 2.0 10.0

6 8.0 20.0

12 20.0 17.0

18 17.0 14.0

24 14.0 8.5

30 8.5 7.5

36 7.5 7.0

42 7.0 5.5

48 5.5 4.5

54 4.5 3.5

60 3.5 2.5

66 2.5 0.0

W.A.—Weighted average.

Table 2

U.S. RMBS Second-Lien CPR Assumptions

Begin CPR (%) End CPR (%) CPR ramp term (mos.)

10 50 18

CPR—Constant payment rate.
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Chart 1

Chart 2

Table 3 illustrates the impact of these new assumptions.
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Table 3

Impact Of New Methodology On Capital Structures

Initial OC Target OC AAA sizes

Deal FICO CLTV
(%)

Actual
(%)

New
methodology

(%)

Actual
(%)

New
methodology

(%)

Actual
(%)

New
methodology

(%)

1 701 96.48 5.45 8.10 5.45 8.10 72.25 68.30

2 707 97.35 3.70 5.05 3.70 5.05 75.05 74.60

3 675 97.06 6.30 8.15 6.30 8.15 73.05 70.65

OC—Overcollateralization.
CLTV—Combined loan to
value.

We will continue to monitor the performance of CES loans in the market, and may enhance the outlined
methodologies as we deem necessary. Standard & Poor's, at its sole discretion, may revise loss
expectations at any time based on market conditions.
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