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Asian Applications of ABS/1

Asset-Backed Securities

Case Study:
Hong Kong Card Master Trust

Prof. lan Giddy
Stern School of Business
New York University

Hong Kong Card Master Trust

e Using a diagram, show the relationships
between the parties

@ Define the terms of the deal
e What is the credit quality of the assets?
@ What other risks must be reduced?

e How profitable is the ABS deal to the
seller/servicer?
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Chase Manhattan Hong Kong:
Relationships

Hong Kong
Cresit Card Obligors

Credit Card
Agreement (HKS)

Manhatten Card CoLLtd.
(Sarvicer)

Receivables Purchase

Manhatten Card Funding Corp.
(Saller/Caymen ISend SPV)

Pooling & Sarvicing
Agreement (HKS Payments)

Tns Chase Manhatten Bark NA.
Bankers Trust (Swap Bank/Back-up Sarvicer)

I USS Principal & Interest Payments
Financial
Guaranty Investors
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Chase Manhattan Hong Kong:
Ongoing Cash Flows

Hong Kong
Cresit Card Obligors

Creit Card Payments (HKS)
Manhatten Card CoLLtd.
(Sarvicer)

Creit Card Payments (HKS)

Manhatten Card Funding Corp.
(Seller/Caymen ISend SPV)

USS Principal/Interest Paymmlsi

Investors
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Chase Manhattan Hong Kong:
Ongoing Cash Flows

Hong Kong
Credit Card Obligors

Creit Card Payments (HKS)
Manhatten Card CoLLtd.
(Sarvicer)

Creit Card Payments (HKS)

Manhatten Card Funding Corp.
(Seller/Caymen ISend SPV)

Chase Manhattan Bank N.A.

USS Swap Payments

USS Principal/Interest Paymmlsi

Investors
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Chase Manhattan Hong Kong:
Ongoing Cash Flows

Hong Kong
Cresit Card Obligors

Creit Card Payments (HKS)
Manhatten Card CoLLtd. P
(Sarvicer)

Creit Card Payments (HKS)

Excess Spread
(HKS) after losses

Manhatten Card Funding Corp.
(Saller/Caymen ISend SPV)

Chase Manhattan Bank N.A.

USS Swap Payments

USS Principal/Interest Paymmlsi

Investors
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Chase Manhattan Hong Kong:
Summary

HongKong
e Issuer Hong Kong Card Master

Summary of Terms

i 9 l Trust
o || e Amount  US$200mm
Rt l ST Paydown 4-7 years
et g Calls 5% Clean-up
e l—”“@ Rate Libor+0.25%
Toses B e — Collateral $255mm HK credit card
kT : Im - l LE receivables pool
U /2 Payments <
- + s Rating  AAA/Aaa (FSA guarantee)
FSA Financial
Guaranty Invesiors
= =
The Assets: Credit Card Receivables Other Risks
What is the credit quality of the assets? ® Currency risk
@ Diversified: 281,352 accounts ® Interest rate risk

® Sovereign risk

o Charge-offs (0.74%-2.70%) o Legal risks

e Delinquencies (2.2%-4.0%) e Payment timing risks
e Balance/Limit ratio 47% @ Swap counterparty risk
o Age: 43% over 3 years e Guarantor risk

e Fraud: partial insurance from Visa/MC
® 25% overcollateralization

@ Servicing: high quality
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Less charge-offs HKS -1.50% Stern School of Business
(2xaverage) New York University
Less rate paid US$ -5.31% 44 West 4th Street, New York, NY 10012, USA
(Libor+0.25%)
Other costs (est.) -2.50% Tel +1 212-998-0332
Net revenue (est.) +/-16.00% Fax +1 630-604-7413
ian.giddy@nyu.edu
http://giddy.org
s 5 = T 5 o




