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AFG 2013-2 Trust 
 

Pricing Term Sheet 

Australian Prime RMBS – New Issue 

AUD 300m 
 

October 2013 
 

 

Pricing Date Settlement Date 

 24 October 2013 30 October 2013 

 

Class 
Issue Size 

(A$m)  

Expected 
Ratings 

S&P / Fitch 

Initial Credit 
Support  

Interest Rate 
Expected* 

WAL 

Expected* 
Payment  
Window 

Legal Final 
Maturity 

A 271.50 AAA(sf)/AAA(sf) 9.5% + LMI 1M BBSW + 1.15% 2.9 years  Dec13 – Oct18  31.5 years 

AB 18.25 AAA(sf)/AAA(sf) 3.4% + LMI 1M BBSW + 2.10% 4.1 years Nov15 -Oct18  31.5 years 

B 9.50 AA-(sf)/NR 0.25% + LMI 1M BBSW + 3.15% 4.1 years  Nov15 – Oct18  31.5 years 

C 0.75 NR/NR 
LMI 1M BBSW + 

undisclosed 
5.0 years  Oct18  31.5 years 

 *  The Expected WAL and Expected Payment Window of the Notes is based on the preliminary pool and Trust Principal 
Distributions outlined further below and assumes no defaults, no arrears, no principal draws and that Notes are called 
on the first possible Call Option Date. The analysis assumes a flat CPR ramping from 15% to 20% over the first 12 
months.  

 
Transaction Parties 

Trust AFG 2013-2 Trust (“the Trust”) 

The Trust is a stand-alone trust established under the AFG Securities Master Trust Deed 

Issuer and Trustee Perpetual Corporate Trust Limited (ABN 99 000 341 533) as trustee for the Trust in respect 
of Series 2013-2 (“the Series”).   Assets included in this Series will be ring-fenced from other 
series established under the Trust. 

Trust Manager AFG Securities Pty Ltd (“AFG Securities”) (ABN 90 119 343 118) 

Security Trustee P.T. Limited (ABN 67 004 454 666) 

Servicer AFG Securities  

Standby Servicer Perpetual Corporate Trust Limited  

Arranger   National Australia Bank (ABN 12 004 044 937) 

Joint Lead Managers National Australia Bank 

Australia and New Zealand Banking Group Limited (ABN 11 005 357 522)  

Liquidity Facility Provider National Australia Bank 

Fixed Rate Swap Provider National Australia Bank 

Lenders Mortgage Insurers 
(LMI) 

Genworth Financial Mortgage Insurance Pty Limited (ABN 60 106 974 305) (“Genworth”)  
QBE Lenders’ Mortgage Insurance Limited (ABN 70 000 511 071) (“QBE”) 

Rating Agencies Standard and Poor’s (Australia) Pty Ltd (“S&P”) 
Fitch Australia Pty Ltd (“Fitch”) 
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Notes & Structural Features 

Notes The Trustee will issue amortising, limited recourse, pass-through floating rated debt 
instruments that will be issued in registered form (the “Notes”).  The Notes are divided into 
four classes: Class A Notes, Class AB Notes, Class B Notes and Class C Notes. 

Loss Coverage   All Classes of Notes benefit from: 
o In the first instance, credit support from the lenders mortgage insurance policies 

provided by the Lenders Mortgage Insurers; and 
o Excess spread – available to be utilised to cover any principal losses on defaulted 

loans and/or restore charge-offs on the Notes over the term of the transaction; 
and 

o The Amortisation Ledger – the balance of the Amortisation Ledger may be reduced 
to cover defaulted loans; and 

 Class A Notes benefit from the subordination of the Class AB, Class B, Class C Notes  

 Class AB Notes benefit from the subordination of the Class B Notes and Class C Notes 

 Class B Notes benefit from the subordination of the Class C Notes 

Credit Support The credit support to be provided at the Settlement Date will be sized to achieve the 
indicated ratings based on the Class of Note and scenario as follows: 

 Class A Notes - The credit support required on the Settlement Date to achieve 
‘AAA’(sf)/‘AAA(sf)’ by S&P and Fitch respectively assuming no credit is given to the 
lenders mortgage insurance policies covering each loan; 

 Class AB Notes - the credit support required on the Settlement Date to achieve 
‘AAA’(sf)/‘AAA’(sf) by S&P and Fitch respectively; 

 Class B Notes – the credit support required on the Settlement Date to achieve at least 
AA-(sf) by S&P 

Amortisation Ledger  For each Payment Date following the first possible Call Option Date, a monthly payment 
equal to the Amortisation Amount will be paid from excess spread to principal collections to 
be applied in accordance with the Principal Distributions (pre-enforcement).  
With this payment, an equal and offsetting balance will be recorded in the Amortisation 
Ledger. The Amortisation Ledger will provide protection against losses from Mortgage 
Loans.  
This mechanism results, over time, in an increase in the balance of the Amortisation Ledger 
and therefore an increase in the level of credit support available to the Class A, Class AB and 
Class B Notes over time if the Notes are not called on the first possible Call Option Date.  
 

Amortisation Amount The Amortisation Amount is determined as follows:  
 
1. For each Payment Date following the first possible Call Option Date, the 
Amortisation Amount will be equal to (1 - company tax rate) multiplied by the 
balance of income available for distribution at item 16 of the Income Distributions 
(pre-enforcement), subject to income being available at this point in the Income 
Distributions; and  
 
2. For all other Payment Dates, zero  

 

Liquidity Support  Liquidity Facility - A Liquidity Facility equal to 1.3% of the aggregate Invested Amount of 
all Notes outstanding plus the accrued interest adjustment will be provided by the 
Liquidity Facility Provider. The Liquidity Facility is available to cover liquidity shortfalls 
due to timing mismatches between the receipt of income and the payment of required 
payments on each Payment Date. 

 Threshold Rate Subsidy – The amount (if any) deposited by the Manager into the 
collection account to ensure, taking into account the Threshold Rate, that the Trustee 
will require to be able to meet its payment obligations in respect of the Series as and 
when they fall due. 

Required Payments Required Payments are eligible for support from Principal Draws and drawings under the 
Liquidity Facility. Required Payments include those payments listed from 1 to 6 of the 
Income Distributions (pre-enforcement) below.  
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Threshold Rate Mechanism The Servicer will be obliged to set the interest rates on the loans at a level to ensure that the 
Trustee can meet the payment obligations of the Series as and when they fall due plus 
0.25%.  

Extraordinary Expense 
Reserve 

On the Settlement Date, AFG Securities will deposit into the trust account an amount of 
A$150,000 to be available to meet extraordinary Trust expenses from time to time. 

 
 

Terms  

Interest Period Monthly 

Interest Reset Date The first Business Day of the Interest Period 

Determination Date 3 business days prior to a Payment Date 

Payment Date 14 of each month with the first Payment Date occurring in December, 2013, subject to 
Following Business Day convention. 

Trust Distributions Monthly. 

Note Interest Rate For each Note Class, one month BBSW plus the relevant Margin. 
Interest will accrue on the Invested Amount of each Class of Notes other than the Class B 
Notes.  

The Class B Notes accrue interest on the Stated Amount and on the Class B Charged-Off 
Amount which is the difference between the Invested Amount and Stated Amount of the 
Notes. Only interest that accrues on the Stated Amount of the Class B Notes will be paid 
senior under item 6 of the Income Distributions (pre-enforcement) (the Class B Senior 
Interest). Any interest that accrues on the Class B Charged-Off Amount will be paid on a 
subordinated basis under item 11 of the Income Distributions (pre-enforcement) (the Class 
B Subordinated Interest).  

Margin  Up to and including the Date Based Call Option Date: the Margin for each class of Note 
determined on or prior to the Settlement Date. 

 Following the Date Based Call Option Date: in respect of the Class A and Class AB Notes 
only, the Margin will increase by an amount equal to 0.25% per annum.  The Margins in 
respect of the Class B and Class C Notes will not increase. 

Date Based Call Option Date The Payment Date falling in October, 2018 

Call Option Date On any Payment Date on or after the earlier of: 

 The Date Based Call Option Date; and 

 The Payment Date, following the Payment Date when the principal amount outstanding 
on the Notes is less than 20% of the initial principal amount outstanding at the 
Settlement Date. 

The Trust Manager may (at its option) direct the Issuer to redeem all of the outstanding 
Notes. 

Legal Final Maturity The Payment Date falling in April, 2045 

Business Day A day on which banks are open for business in Melbourne, Sydney and Perth 

Day Count Basis Actual/365 

Prefunding Period None, closed pool 

Substitution Period None, closed pool 

Issue Price The Notes will be issued at par 

Minimum Denomination The Notes will be issued for a minimum purchase price of $500,000 and with minimum 
denomination of A$250,000 and integral multiples of $250,000 thereafter. 

Selling Restrictions Australia, Hong Kong, Singapore, UK, US (reg S).  The Trustee proposes to offer the Notes in 
a manner that satisfies the exemption from interest withholding tax contained in Section 
128F of the Income Tax Assessment Act. 

Clearing System Austraclear 
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ISIN Class A: AU3FN0020871 
Class AB: AU3FN0020889  
Class B: AU3FN0020897  
Class C: AU3FN0020905  

Repo Eligibility The Class A and Class AB Notes are expected to be repo-eligible with the Reserve Bank of 
Australia. 

Listing The Notes will not be listed. 

  

Trust Distributions  

Principal Distributions 
(pre-enforcement) 
 

In accordance with the transaction documents, principal distributions will be paid on each 
Payment Date in the following order: 
1. where permitted, to fund any Principal Draw; 
2. where permitted, to fund redraws; 
3. to the Redraw Noteholders (if any) until the Redraw Notes are repaid in full; 
4. if the Step Down Conditions (see below) are not satisfied, in the following order of 

priority: 
a) to Class A Noteholders until repaid in full; then 
b) to Class AB Noteholders until repaid in full; then 
c) to Class B Noteholders, until repaid in full; and then 
d) to Class C Noteholders until repaid in full.  

 
If the Step Down Conditions are satisfied, remaining principal distributions will be paid on 
the following basis: 

4. pari passu and rateably: 
a) to the Class A Noteholders; and 
b) to the Class AB Noteholders; and 
c) to the Class B Noteholders; 
until repaid in full; and then 
d) to the Class C Noteholders until repaid in full. 

 

 Step Down Conditions 

 On each payment date: 

1. No carry over charge-offs at that time;  

2. Average Arrears (as calculated over the prior 4 periods) >90days  does not exceed 
2%; 

3. The Payment Date is not on or after the first possible Call Option Date; 

4. The Class A note subordination is at least 14%; 

5. The Class AB subordination is at least 5%; 

6. The Payment date is at least 24 months after the Settlement Date. 

Payments 
(post-enforcement) 
 

If the charge is enforced, the proceeds of enforcement will be allocated in the following 
order:  
1. To prior ranking Trust Expenses;  
2. To the Liquidity Facility Provider; 
3. Pari passu and rateably to Redraw Noteholders (if any), Class A Noteholders, and other 

equally ranked secured creditors; 
4. To Class AB Noteholders; 
5. To Class B Noteholders; and 
6. To Class C Noteholders. 

Income Distributions 
(pre-enforcement) 
 

On each Payment Date, income distributions will be made in the following order of priority : 
1. Senior fees and expenses, including Taxes, Trustee, Security Trustee , Servicer, Standby 

Servicer and Trust Manager fees; 
2. Payment due to the Fixed Rate Swap Provider and interest and fees payable to the 

Liquidity Facility Provider; 
3. Repayment of any outstanding liquidity draws under the Liquidity Facility; 
4. Current period interest and unpaid interest pari passu to Redraw Noteholders (if any) 



 

Page 5 of 8 

 

 

and Class A Noteholders; 
5. Current period interest and unpaid interest to the Class AB Noteholders; 
6. Current period Class B Senior Interest and unpaid Senior Interest to the Class B 

Noteholders;  
7. To principal collections, reimbursement of outstanding Principal Draws; 
8. Reinstatement of draws on the Extraordinary Expense Reserve; 
9. To principal collections in payment of an amount equal to any losses on the mortgage 

loans; 
10. To principal collections in an amount equal to any un-reinstated carry-over charge-offs 

in the following order of priority: 
a. Class A and Redraw Notes; 
b. Class AB Notes; 
c. Class B Notes; and 
d. Class C Notes 

11. Current period Class B Subordinated Interest  and unpaid Class B Subordinated Interest 
to the Class B Noteholders; 

12. To the Liquidity Facility Provider and Fixed Rate Swap Provider for any other amounts 
owing; 

13. Current period Class C interest and unpaid Class C interest to the Class C Noteholders; 

14. Payment towards the Threshold Rate Subsidy, if applicable;  

15.  Payment of Taxes; 

16. To principal collections in payment of the Amortisation Amount; and 

17. Distribution to the Residual Income Unitholder 
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Summary Pool Statistics as at 8 October 2013  

     

Collateral Fully amortising Australian dollar floating-rate  loans to prime quality borrowers secured 
by first-registered mortgages over Australian residential properties 

  

Pool Summary    

No. of Loans: 1,123  Geographic Distribution 
Aggregate Pool Balance:  $299,896,282  NSW 29.8%  Inner City 1.9% 
Maximum Loan Balance: $1,092,022  VIC 23.6%  Metropolitan 80.2% 
Average Loan Agreement Balance: $325,620  QLD 12.6%  Non-metropolitan 17.9% 
Maximum Current LVR: 90.0%  SA 11.6%    
WAVG Current LVR: 66.95%  WA 18.7%  Max Post Code 

0.89% 
>80% Current LVR: 21.3%  ACT 2.3%  Concentration 
WAVG Seasoning (months): 10.61  TAS 0.1%    
Full Documentation loans 100.0%  NT 1.3%    

        

Current LVR Distribution   Repayment Type 
0 to 50% 17.3%  Principal & Interest 80.4% 
> 50% to 60% 12.4%  Interest Only 19.6% 

> 60% to 70% 20.0%    
> 70% to 80% 29.1%  Rate Type 
> 80% to 85% 6.2%  Variable Rate 100.0% 
> 85% to 90% 15.0%  Fixed Rate 0.0% 

> 90% to 95% 0.0%   

   Occupancy 
Current Loan Size Distribution   Owner Occupied    77.1% 

0 to $100K 1.2%  Investment 22.9% 

> $100K to $200K 9.2%   

> $200K to $300K 22.3%  Mortgage Insurer   
> $300K to $400K 23.6%  Genworth Financial 87.7% 
> $400K to $500K 16.8%  QBE 12.3% 

> $500K to $600K 8.9%      
> $600K to $700K 6.6%       
> $700K to A$800k 4.5%       
> $800K to A$900k 2.6%       
> $900K to A$1.0m 2.5%       
> $1.0m  1.8%       
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Disclaimer 

 

This term sheet (“Term Sheet”) has been prepared on a confidential basis by National Australia Bank Limited ABN 12 004 044 937 (“NAB” or “Arranger”) for AFG Securities Pty 

Ltd. The information contained in this Term Sheet shall be treated as strictly confidential by AFG Securities and shall not be directly or indirectly disclosed to any other party or 

reproduced, in whole or in part, without the prior written consent of NAB.  All material presented in this Term Sheet, unless specifically indicated otherwise, is under copyright to 

NAB. 

 

This Term Sheet does not constitute, in any jurisdiction, a recommendation, invitation, offer, or solicitation or inducement to buy or sell any financial instrument or product, or to 

engage in or refrain from engaging in any transaction. This Term Sheet has been prepared solely for informational purposes only and it is not the intention of NAB or Australia and 

New Zealand Banking Group Limited ABN 11 005 357 522 (together the “Joint Lead Managers”) to create legal relations on the basis of the information contained herein.  This Term 

Sheet does not purport to be complete nor contain all relevant information and terms and conditions which would be applicable. Such information, including representations and 

warranties, general undertakings, events of default and reporting requirements, will be disclosed in the transaction documents which shall supersede this Term Sheet in its entirety.   

 

This Term Sheet may include estimates and projections and involves significant elements of subjective judgment and analysis.  Past performance is not indicative of future results.  

Neither Joint Lead Manager nor any of their affiliates makes any representation or warranty, express or implied, as to the accuracy or completeness of the information in this Term 

Sheet or any person’s legal, tax or accounting treatment of the matters described herein.  The information in this Term Sheet on which the statements are based has been gleaned from 

public sources or provided on a non-confidential basis.  To the extent permitted by law, the Joint Lead Managers and their related bodies corporate, officers, employees, agents, 

advisers, contractors and members (a) disclaim any and all liability relating to this information, including, without limitation, any express or implied representation for statements and 

conclusions contained in and omissions from this information; and (b) accept no liability (whether in negligence or otherwise) for any loss, damage, costs or expenses of any nature 

which may be suffered or incurred by any person relying on any information or statement contained herein or otherwise arising in connection with any such information or statement. 

The recipient should not rely upon the contents of this Term Sheet but should make its own assessment and evaluation, undertake an investigation and enquire and seek advice to 

enable it to make any decision concerning its own risks.  The Joint Lead Managers may hold a position or act as price maker in the financial instruments of any issuer discussed within 

this document or act as underwriter, placement agent, adviser or lender to such issuer. 

 

This Term Sheet is not to be construed as a solicitation or an offer to buy or sell any financial instruments (the “Instruments”) and is only a summary of certain terms and conditions of 

the Transaction and the Instruments (if any). 

 

The Transaction is subject to investment risk, including possible delays in repayment and loss of income and principal invested. Opinions expressed herein are subject to change 

without notice and the Joint Lead Managers are under no obligation to update or keep the information current. 

 

Investments in the Transaction are not deposits or other liabilities of AFG Securities or the Joint Lead Managers, nor of any of their related bodies corporate, and are subject to 

investment risk, including possible delays in repayment and loss of income and capital invested.  Neither AFG Securities nor any Joint Lead Manager nor any of their related bodies 

corporate guarantees any particular rate of return, or the performance of the Transaction, or the repayment of capital from the Transaction or the repayment of interest due on the 

bonds, or the performance of the assets of AFG Securities. 

 

PROJECTIONS, PRO FORMA INFORMATION AND FORWARD LOOKING STATEMENTS 

 

The information contained herein may contain “forward-looking statements.” These may include, among other things, projections, forecasts, estimates of income, yield or return, 

future performance targets, expected payment dates, sample or pro forma portfolio structures or portfolio composition, scenario, analysis, specific investment strategies and proposed 

or pro forma levels of diversification or sector investment.  These forward-looking statements may be based upon certain assumptions.  Actual events are difficult to predict and are 

beyond the Joint Lead Managers’ control. Actual events may differ from those assumed.  All forward-looking statements included are based on information available on the date 

hereof and neither Joint Lead Manager nor their affiliates assume any duty to update any forward-looking statement. Some important factors could cause actual results to differ 

materially from those in any forward-looking statements including the actual composition of the receivables, loss ratios and delinquency ratios.  Accordingly, there can be no 

assurance that any forward-looking statements will materialise or that actual returns or results will not be materially lower than those presented. 

 

Each of the Joint Lead Managers discloses that, in addition to the arrangements and interests it will have with respect of the Issuer, the assets of the Trust and the Notes as described in 

this document (the “Transaction Document Interests”), it, its Related Entities (as defined in the Corporations Act 2001 (Cth)) and employees(a)may from time to time be a 

Noteholder or have other interests with respect to the Notes and they may also have interests relating to other arrangements with respect to a Noteholder or a Note and (b)may receive 

fees, brokerage and commissions or other benefits, and act as principal with respect to any dealing with respect to any Notes (together, the “Note Interests”). The recipient 

acknowledges these disclosures and further acknowledges and agrees that: (i) each of the Arranger and Joint Lead Managers and each of its Related Entities and employees (each a 

“Relevant Entity”) will have the Transaction Document Interests and may from time to time have the Note Interests and is, and from time to time may be, involved in a broad range 

of transactions (the “Other Transactions”) in various capacities (the “Other Transaction Interests”);(ii) each Relevant Entity in the course of its business may act independently of 

any other Relevant Entity; (iii) to the maximum extent permitted by applicable law, the duties of each Relevant Entity in respect of the Notes are limited to the contractual obligations 

of the Arranger or Joint Lead Manager (as the case may be) as set out in the relevant Transaction Documents and, in particular, no advisory or fiduciary duty is owed to any person; 

(iv) a Relevant Entity may have or come into possession of information not contained in this document or the definitive information memorandum for the Notes (“Information 

Memorandum”) that may be relevant to any decision by a potential investor to acquire the Notes and which may or may not be publicly available to potential investors (“Relevant 

Information”); (v) to the maximum extent permitted by applicable law, no Relevant Entity is under any obligation to disclose any Relevant Information to any party named in this 

document or any affiliate (a “Transaction Document Party”) or to any potential investor and this document, the Information Memorandum and any subsequent conduct by a 

Relevant Entity should not be construed as implying that the Relevant Entity is not in possession of such Relevant Information; and (vi) each Relevant Entity may have various 

potential and actual conflicts of interest arising in the course of its business.  These interests may conflict with the interests of a Transaction Document Party or a Noteholder and a 

Transaction Document Party or a Noteholder may suffer loss as a result.  To the maximum extent permitted by applicable law, a Relevant Entity is not restricted from entering into, 

performing or enforcing its rights in respect of the Transaction Document Interests, the Note Interests or the Other Transaction Interests and may otherwise continue or take steps to 

further or protect any of those interests and its business even where to do so may be in conflict with the interests of Noteholders or a Transaction Document Party, and the Relevant 

Entities may in so doing act without notice to, and without regard to, the interests of any such person. This is not a comprehensive or definitive list of all actual or potential conflicts of 

interest.  Further information will be contained in the Information Memorandum. 

This Term Sheet is governed by, and is to be construed in accordance with, the laws in force in the state of New South Wales, and any dispute or claim arising from, or in connection 

with, this Term Sheet is subject to the non-exclusive jurisdiction of the courts of that state. 

 

This Term Sheet is distributed in Australia by the Joint Lead Managers for use by Wholesale Investor Clients as defined in s761G of the Australian Corporations Act 2001. This 

document may not be released, issued or distributed to the public. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Offshore Distribution Disclaimer 
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Australia. This termsheet is distributed in Australia by Australia and New Zealand Banking Group Limited (ABN 11 005 357 522) (“ANZ”). ANZ holds an Australian Financial 

Services licence no. 234527.   

 

European Economic Area (“EEA”): United Kingdom. ANZ is authorised and regulated in the United Kingdom by the Financial Conduct Authority (“FCA”). This termsheet is 

distributed in the United Kingdom by ANZ solely for the information of persons who would come within the FCA definition of “eligible counterparty” or “professional client”. It is 

not intended for and must not be distributed to any person who would come within the FCA definition of “retail client”. Nothing here excludes or restricts any duty or liability to a 

customer which ANZ may have under the UK Financial Services and Markets Act 2000 or under the regulatory system as defined in the Rules of the FCA. Germany. This termsheet is 

distributed in Germany by the Frankfurt Branch of ANZ solely for the information of its clients. Other EEA countries. This termsheet is distributed in the EEA by ANZ Bank 

(Europe) Limited (“ANZBEL”) which is authorised and regulated by the FCA in the United Kingdom, to persons who would come within the FCA definition of “eligible 

counterparty” or “professional client” in other countries in the EEA. This termsheet is distributed in those countries solely for the information of such persons upon their request. It is 

not intended for, and must not be distributed to, any person in those countries who would come within the FCA definition of “retail client”. 

 

Hong Kong. This termsheet is distributed in Hong Kong by the Hong Kong branch of ANZ, which is registered by the Hong Kong Securities and Futures Commission to conduct 

Type 1 (dealing in securities), Type 4 (advising on securities) and Type 6 (advising on corporate finance) regulated activities.  The contents of this termsheet have not been reviewed 

by any regulatory authority in Hong Kong. If in doubt about the contents of this termsheet, you should obtain independent professional advice. 

 

New Zealand. This termsheet is distributed in New Zealand by ANZ Bank New Zealand Limited. This termsheet is intended to be of a general nature, does not take into account your 

financial situation or goals, and is not a personalised adviser service under the Financial Advisers Act 2008. 

 

Singapore. This termsheet is distributed in Singapore by the Singapore branch of ANZ solely for the information of “accredited investors”, “expert investors” or (as the case may be) 

“institutional investors” (each term as defined in the Securities and Futures Act Cap. 289 of Singapore). ANZ is licensed in Singapore under the Banking Act Cap. 19 of Singapore and 

is exempted from holding a financial adviser’s licence under Section 23(1)(a) of the Financial Advisers Act Cap. 100 of Singapore. In respect of any matters arising from, or in 

connection with the distribution of this termsheet in Singapore, contact your ANZ point of contact 


