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Class
Preliminary
rating*

Prelim.
amount (mil.

€)
Available credit

enhancement (%)§ Interest
Legal final
maturity

A AAA (sf) 588.2 10.0 One-month
EURIBOR plus
0.70%

Sept. 22, 2030

B NR 61.8 0.5 Fixed rate Sept. 22, 2030

Subordinated loan NR 3.3 N/A Fixed rate Sept. 22, 2030

Note: This presale report is based on information as of June 7, 2021. The rating shown is preliminary. Subsequent information may result in the
assignment of a final rating that differs from the preliminary rating. Accordingly, the preliminary rating should not be construed as evidence of
a final rating. This report does not constitute a recommendation to buy, hold, or sell securities. *Our preliminary rating addresses timely
interest and ultimate principal. §Includes the class B notes' subordination (for the class A notes only) and a liquidity reserve. EURIBOR--Euro
Interbank Offered Rate. NR--Not rated.

Transaction Participants

Seller and servicer Deutsche Sparkassen Leasing AG & Co. KG

Originators Deutsche Sparkassen Leasing AG & Co. KG via its subsidiaries Deutsche Leasing AG,
Deutsche Leasing für Sparkassen und Mittelstand GmbH, and Deutsche Leasing
International GmbH

Issuer Limes Funding S.A., acting on behalf and for the account of its Compartment 2021-1

Arranger Société Generale S.A.

Subordinated lender Deutsche Sparkassen Leasing AG & Co. KG

Trustee Intertrust Trustees GmbH

Data trustee Data Custody Agent Services B.V.

Bank account provider and paying
agent

Elavon Financial Services DAC

Cash administrator U.S. Bank Global Corporate Trust Ltd.

Corporate services provider and
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Supporting Ratings

Institution/role Rating

Elavon Financial Services DAC as transaction bank account provider AA-/Stable/A-1+

DZ BANK AG Deutsche Zentral-Genossenschaftsbank as swap counterparty AA-/Negative/A-1+

Transaction Key Features*

Expected closing date June 30, 2021

Collateral A portfolio of equipment lease and hire-purchase receivables originated by
Deutsche Sparkassen Leasing AG & Co. KG via its subsidiaries: Deutsche Leasing
AG, Deutsche Leasing für Sparkassen und Mittelstand GmbH, and Deutsche Leasing
International GmbH

Country of origination Germany

Total outstanding principal balance
(mil. €)

650.0

Originators Deutsche Sparkassen Leasing AG & Co. KG via its subsidiaries: Deutsche Leasing
AG, Deutsche Leasing für Sparkassen und Mittelstand GmbH, and Deutsche Leasing
International GmbH

Major geographic concentration of
the pool (%)

Northrhine-Westfalia (18.8%), Bavaria (15.5%), and Baden-Wuerttemberg (11.6%)

Major industry concentration of the
pool (%)

Construction (19.2%), manufacturing (17.8%), and administrative and support
service activities (13.1%)

Average lease balance (€) 40,303

Top 15 lessee group (%) 6.3

Weighted-average seasoning
(months)

15.3

Weighted-average remaining term
(months)

42.9

Portfolio paying fixed-rate interest
(%)

100

Weighted-average nominal interest
rate (%)

Uniform discount rate of 4.00

Replenishment period (years) 0

Redemption profile Fully sequential

Credit enhancement for the class A
notes as a percentage of asset
volume

Subordination: 9.5%; liquidity reserve: 0.5%; and unstressed excess spread 3.7%

Liquidity reserve description Fully funded at closing at 0.50% of the initial outstanding principal balance. The
reserve does not amortize and can be used to cover any liquidity shortfalls on senior
fees, swap payments, and interest on the class A notes during the transaction's life
and note redemption once the portfolio has amortized.

Commingling reserve description Funded at closing. Dynamically sized equal to succeeding monthly collections plus
0.25% of outstanding principal balance of preceding month. Reserve can amortize
to zero in line with build-up of relative credit enhancement available for class A,
above 10%.

*Based on the preliminary pool as of May 6, 2021.
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Transaction Summary

S&P Global Ratings has assigned its preliminary credit rating to Limes Funding S.A., Compartment
2021-1's (Limes 2021-1).class A asset-backed floating-rate notes. At closing, it will also issue
unrated class B notes.

Our preliminary rating addresses timely payment of interest and ultimate payment of principal on
the class A notes.

This transaction is the second publicly rated equipment asset-backed securities (ABS) transaction
by Deutsche Sparkassen Leasing AG & Co. KG (Deutsche Leasing). We have rated the predecessor
transaction, Limes Funding S.A., Compartment 2019-1 (Limes 2019-1), since closing. The
securitized portfolio will consist of German receivables from equipment leasing contracts,
instrumented under hire purchase, and lease agreements. The originators (Deutsche Leasing AG,
Deutsche Leasing für Sparkassen und Mittelstand GmbH, and Deutsche Leasing International
GmbH) are wholly owned by the seller (Deutsche Leasing). Deutsche Leasing is part of the German
Savings Banks Finance Group and provides equipment leases to a range of German commercial
borrowers.

At closing, the issuer will use the notes' issuance proceeds to purchase the receivables at a 4.00%
discount rate from the seller through a true sale. The transaction is static (i.e., it has no
replenishment period), and the notes will start to amortize sequentially immediately after closing.
There is no switch to pro rata amortization.

A combination of subordination, excess spread, and a liquidity reserve will provide credit
enhancement to the class A notes. A balance guaranteed fixed-to-floating interest rate swap
agreement is in place to mitigate the risk of potential interest rate mismatches between the
fixed-rate assets and floating-rate class A notes.

Our analysis indicates that the cash flow characteristics and the available credit enhancement for
the rated notes is sufficient to withstand the credit and cash flow stresses we apply at the
assigned preliminary rating.

Rating Rationale

Our preliminary rating reflects our assessment of the factors below.

Economic outlook

In our base-case scenario, we forecast that Germany will record GDP growth of 3.2% in 2021, 3.7%
in 2022, and 1.8% in 2023, compared with a decline of -5.2% in 2020 due to the COVID-19
pandemic. At the same time, we expect unemployment rates to decline from an estimated 4.4% in
2021 to 3.6% in 2023.

Unemployment in 2020 was 4.2%, an increase from 3.1% in 2019. We expect a slow return back to
2019 levels (see "S&P Global, Economic Outlook Europe Q2 2021: The Path To A Strong Restart,"
published on March 25, 2021). In our view, changes in GDP growth largely determine portfolio
performance. We have taken our macroeconomic outlook into consideration when sizing our
base-case assumptions. Our near- to medium-term view is that the German economy will bounce
back from the impact of COVID-19 and will record growth starting from 2021 to 2023.
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Operational risk

We consider that Deutsche Leasing's origination policies and its ability to fulfill its role as servicer
under the transaction documents are in line with market standards and are adequate to support
the preliminary rating assigned. We have also considered that Deutsche Leasing has a long history
and extensive experience in various types of commercial lending. Our structured finance
operational risk criteria do not constrain the maximum potential rating assignable to the
transaction (see "Global Framework For Assessing Operational Risk In Structured Finance
Transaction," published on Oct. 9, 2014).

Credit risk

We have analyzed credit risk under our global equipment ABS criteria, using historical loss data
from the originator's loan book (see "Global Equipment ABS Methodology And Assumptions,"
published on May 31, 2019).

We analyzed the performance data provided by the originator at the subpool level, split by
vehicles, construction machinery, and other equipment. We have reviewed historical performance
measures such as gross losses and recovery rates, taking into account macroeconomic and
industry trends. Based on the preliminary pool composition, we expect to see about 3.55% gross
losses in the securitized pool and a recovery rate of 52%. We have sized the applicable stresses at
the 'AAA' rating level at a 4.7x multiple and a recovery rate haircut of 45%.

Additionally, due to the pool characteristics, we have considered the preliminary portfolio's obligor
and industry concentration risks. Based on our analysis, our supplement default tests do not
increase our rating level default assumptions (see "Credit And Cash Flow Analysis" below).

We have not considered residual value risk as part of our analysis because any residual values
relating to the securitized contracts will not be transferred to the transaction.

Payment structure

Our preliminary rating on the class A notes reflects our assessment of the transaction's payment
structure under the transaction documents. The transaction is static. The notes pay down
sequentially, and there is also a liquidity reserve fund, which provides liquidity and credit support
to the transaction. Further credit enhancement is provided by excess spread. Our analysis
indicates that the available credit enhancement for the class A notes is sufficient to withstand the
credit and cash flow stresses that we apply at a 'AAA' rating level.

Counterparty risk

The transaction is exposed to Elavon Financial Services DAC as the bank account provider and DZ
BANK AG Deutsche Zentral-Genossenschaftsbank as the swap counterparty. We consider that the
replacement mechanisms implemented in the transaction documents adequately mitigate the
counterparty risks to which the transaction is exposed. We have analyzed the counterparty risks
by applying our current counterparty criteria (see "Counterparty Risk Framework Methodology
And Assumptions," published on March 8, 2019).
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Legal risk

We consider the issuer to be a bankruptcy-remote entity, in line with our legal criteria (see
"Structured Finance: Asset Isolation And Special-Purpose Entity Methodology," published on
March 29, 2017).

We believe the transaction may be exposed to trade tax risk and commingling risk. We have
addressed trade tax risk by sizing it and subtracting this amount as a loss from the cash flows.
Commingling risk is only fully mitigated as long as the commingling reserve is fully funded at the
target level. Given the commingling reserve's amortizing feature, which allows for a reduction of
the funded portion over the transaction's life, we have tested various scenarios in in our cash flow
analysis.

We anticipate that the legal opinion at closing will likely confirm that the sale of the assets would
survive the seller's insolvency.

Rating stability

In line with our approach to scenario analysis, we have run two scenarios to test the stability of the
assigned preliminary rating. The results show that under moderate stress conditions, the rating on
the notes would not suffer more than the maximum projected deterioration that we would
associate with each rating level in the one-year horizon.

Sovereign risk

The application of our criteria for structured finance ratings above the sovereign does not cap the
preliminary rating in this transaction (see "Incorporating Sovereign Risk In Rating Structured
Finance Securities: Methodology And Assumptions," published on Jan. 30, 2019).

Strengths, Concerns, And Mitigating Factors

Strengths

- The structure benefits from subordination and a non-amortizing liquidity reserve, which will be
fully funded at closing using the subordinated loan proceeds. The liquidity reserve serves
primarily as liquidity support to mitigate any cash shortfalls in the senior items of the revenue
waterfall up to payment of interest on the class A notes. Ultimately, it is available to repay the
notes.

- The preliminary pool's collateral characteristics include significant seasoning of approximately
15.3 months and a high percentage of new equipment (about 90%), and it is relatively granular
by equipment type and region.

- The originator has exhibited stable collateral performance history over a span of nine years.

- As of the pool cutoff date, the pool did not contain any contracts with payments that have been
overdue or for which a COVID-19 payment holiday has been granted.

- The portfolio composition will not revolve, so a shift in pool quality due to substitution cannot
occur.
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Concerns and mitigating factors

- We do not rate the seller, Deutsche Leasing, which also services the receivables. Commingling
risk may arise if the servicer becomes insolvent, because collections from the assets are
channeled through Deutsche Leasing's collection accounts. A commingling cash reserve
established at closing only partially mitigates the commingling risk because it allows for a
reduction of the funded portion for any build-up of credit enhancement. We have considered
the transaction's exposure to commingling risk and the amortizing commingling reserve in our
cash flow analysis.

- As Deutsche Leasing primarily provides leasing solutions to commercial clients, the
single-obligor and industry concentration in the underlying portfolio is higher than we typically
see in retail portfolios. The preliminary pool is particularly concentrated in the construction
sector, which accounts for about 19.2%. However, based on pool data provided by industry
level, we deem this industry to be well diversified by subindustries and expect it to perform
better than the remaining pool.

- In contrast to Limes 2019-1, in Limes 2021-1 Deutsche Leasing can assign defaulted
receivables, which comply with certain eligibility criteria of Deutsche Leasing's credit and
collection policy, to BHS Bad Homburger Servicegesellschaft mbH (BHS), a subsidiary of
Deutsche Leasing. The enforcement proceeds ("fair market value price") are determined on
historical achieved recovery rates of Bad Homburger Inkasso GmbH (BHI). While Limes 2021-1
benefits from immediate recovery proceeds, it could be exposed to the risk that the determined
purchase price is below the actual achievable recovery proceeds. However, the risk is limited, in
our view, as the issuer can object to sales that are not acceptable, and the historical observed
recovery rates being significantly above our stressed recovery rates at the 'AAA' level.

Transaction Structure

At closing, the issuer will use the class A and B notes' principal amounts to purchase the
receivables from the seller. It will purchase each receivable using a uniform discount rate of 4.0%.

At the same time, the issuer will use the proceeds from the subordinated loan to fund the liquidity
reserve fund.
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Originator/seller

Deutsche Leasing is the largest German non-captive leasing company. It was founded in 1962 and,
since 1998, it is owned by various German savings bank associations and one Landesbank and
forms part of the German Saving Banks Finance Group (Sparkassen Finanzgruppe). Since its
acquisition and throughout the years, the company has expanded nationally and internationally,
and it is one of the largest non-captive leasing companies in Europe. As of September 2020, it
managed a portfolio of €40.0 billion assets and the annual new business volume was about €9.2
billion, down from €10.3 billion in September 2019.

Its originations come from three different distribution channels in Germany:

- Direct business via Deutsche Leasing's own branch network;

- Savings banks business via Sparkassen Finanzgruppe's branch network; and
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- Vendor business.

The credit approval process remains with Deutsche Leasing's risk department. Deutsche Leasing
classifies credit applications into two categories. If the lessee's group net exposure exceeds
€500,000, the customer is classified as risk-relevant. Otherwise, it is classified as a
non-risk-relevant business. For non-risk-relevant businesses, Deutsche Leasing obtains an
automated credit approval through specific credit scorecards for each type of business. For
risk-relevant business, it applies a more analytical approach that includes an analysis of the
customer's recent financial information.

Contract termination typically occurs after two missed installments. If the customer remains in
arrears for two missed installments, the contract is either transferred to Deutsche Leasing's
intensive care management for restructuring purposes or to BHI, which is partially owned by
Deutsche Leasing, for contract termination and repossession of the assets. In contrast to Limes
2019-1, the transaction documentation for Limes 2021-1 allows for an additional recovery
process for certain defaulted receivables that comply with certain eligibility criteria of Deutsche
Leasing's credit and collection policy. Under this new process, Deutsche Leasing can assign
defaulted receivables to BHS, a subsidiary of Deutsche Leasing. The purchase price ("fair market
value price") is determined on historical achieved recovery rates of BHI. Following the sale, the
issuer receives the enforcement proceeds as immediate recovery proceeds and BHI will execute
the contract termination and repossession of the assets. Consequently, Limes 2021-1 neither
benefits nor suffers from recovery proceeds being higher or lower than the predetermined fair
market value price.

We have carried out a virtual corporate overview meeting and review of the origination and
servicing principles of the originator and servicer. We consider these to be in line with general
market practice and our criteria for assessing operational risk (see "Global Framework For
Assessing Operational Risk In Structured Finance Transactions," published on Oct. 9, 2014 and
"Standard & Poor's Revises Criteria Methodology For Servicer Risk Assessment," published on
May 28, 2009). In our operational risk analysis, we look at the risk that cash flows may be
disrupted following an operational failure of the servicer. We expect the final documentation to
adequately addresses any operational risk in line with our operational risk criteria.

The transaction will not have a back-up servicer at closing. We rely on the general availability of
servicing in the German market to mitigate the risk of servicing disruption and have applied a
stressed servicing fee in our cash flow analysis, in line with market standards. Furthermore, the
general and commingling reserves provide additional liquidity and mitigates servicer disruption
risk.

Cash flow mechanics

The class A notes will pay interest in arrears on the 22nd of each month, at a rate of one-month
Euro Interbank Offered Rate (EURIBOR) plus 0.70%. The class A note interest is floored at 0%. The
legal final maturity date is on Sept. 22, 2030, which is about 3.5 years after the last maturing
asset. The class B notes and the subordinated loan will pay a fixed interest rate. The transaction
has a combined interest and principal priority of payment schedule. The issuer makes payments
to the notes in a strictly sequential order.

Pre-enforcement priority of payments

On each monthly payment date, the issuer will apply any amounts received during the last
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collection period in accordance with the combined interest and principal waterfall.

The available funds comprise:

- Interest and principal collections from the assets;

- Any deemed collections;

- Any amounts in the liquidity reserve account ledger;

- Any net payments from the swap counterparty;

- Recoveries; and

- Upon servicer insolvency, amounts in the commingling reserve account ledger required to cover
commingling losses.

The issuer will apply the available funds to the priority of payments in the order outlined in table 1
below.

Table 1

Payment Waterfall

1 Senior costs and expenses

2 Net payments to the swap (excluding subordinated termination payments)

3 The class A notes' interest

4 Liquidity reserve up to its required amount

5 The class A notes' principal redemption amount

6 The class B notes' interest

7 The class B notes' principal redemption amount

8 The swap subordinated termination payments to the swap counterparty

9 The subordinated loan's interest

10 The subordinated loan's redemption amount

11 Remaining cash flows for the seller

Through the payment waterfall, the transaction redeems the class A notes' principal up to an
amount equaling the difference between the class A and B notes' balance, and the assets'
outstanding balance (excluding defaults). This means that the transaction uses excess spread to
cure defaults, as defaulted receivables reduce the performing asset balance.

Post-enforcement priority of payments

The following enforcement events would cause the switch to the post-enforcement waterfall:

- The issuer's failure to pay timely interest or ultimate principal on the most senior notes
outstanding;

- The issuer's breach of other material obligations;

- The issuer's insolvency; and

- Unlawfulness.

All these events are remote in our rating scenarios so we considered only the pre-enforcement

www.standardandpoors.com June 7, 2021       9

© S&P Global Ratings. All rights reserved. No reprint or dissemination without S&P Global Ratings' permission. See Terms of Use/Disclaimer
on the last page.

2661555

Presale: Limes Funding S.A. Compartment 2021-1



waterfall in our analysis.

Optional redemption

The issuer has an option to redeem the notes prior to legal final maturity. Under the transaction
documents, the option can only be exercised if the current aggregate portfolio balance is less than
10% of the original aggregated portfolio balance. If Deutsche Leasing exercises this option, the
class A notes will be fully redeemed, including accrued interest.

Final redemption

The outstanding principal amounts for all of the notes, unless previously fully redeemed, are to be
fully repaid in September 2030.

Interest swap agreement

The issuer, acting in respect of its Compartment 2021-1, and the swap counterparty entered into
an interest rate swap agreement that is in line with our current counterparty criteria. The swap
hedges the issuer's exposure to interest rate risk resulting from the fixed interest of the
receivables and the floating-rate obligations under the class A notes. Under this swap agreement,
the issuer pays a fixed rate to be determined on the outstanding principal balance of the class A
notes. In exchange, the swap counterparty pays to the issuer a floating interest rate based on
one-month EURIBOR (i.e., the same index that the notes pay) on the outstanding principal balance
of the class A notes.

The floating interest rate under the swap agreement is floored at -0.70%, i.e., the negative class A
note margin. Hence, the swap is not exposed to any unhedged costs if the absolute negative value
of one-month EURIBOR rate is greater than the note margin.

Liquidity reserve

At closing, the issuance proceeds of the subordinated loan will fund the non-amortizing liquidity
reserve to 0.5% of the initial outstanding principal balance. The liquidity reserve is refilled each
payment date through the priority of payments up to its required amount under the transaction
documents (€3.25 million, equal to 0.5% of the portfolios' closing balance) before the payment of
the class A notes' principal. Once the asset balance or the class A is zero, the issuer can use the
liquidity reserve to cure losses for the class A notes and for further junior items in the waterfall.

Excess spread

Excess spread results from the difference between the interest income received from the assets
and the interest paid to the noteholders, plus any senior fees and expenses. The issuer uses
excess spread to cure losses after the replenishment of the reserve.

Commingling risk

Commingling risk may arise if the servicer becomes insolvent. We assume that: (i) the amounts in
the collection account at servicer insolvency, plus (ii) the amounts that come into the collection
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account before the issuer has notified borrowers to redirect their payments would become part of
the insolvency estate of the servicer and would therefore be lost.

Collections are transferred from the originator's collection account to the issuer's account
monthly, four business days prior to the payment date (22nd). The collection period ranges from
the seventh day of the preceding month until the sixth day of the current month.

All borrowers pay via direct debit, and 99% of collections are received on the first business day of
each month. Upon servicer insolvency, the issuer notifies borrowers to redirect their payments to
the issuer's account, and the servicer's collection authority under the direct debit is revoked. In
our analysis, we assume that one month of collections including prepayments of 5% per year will
be lost due to commingling of amounts in the collection account at servicer insolvency. We do not
size for amounts that come into the collection account after servicer insolvency because we
expect borrowers would be notified before the next collections are received on the servicer's
account on the first day of the next month.

In order to mitigate this risk at closing, Deutsche Leasing will fund a commingling reserve, equal to
the scheduled collections for the next succeeding month and 0.25% of the outstanding portfolio
balance. After closing, the commingling reserve is reduced dynamically for any build-up of relative
credit enhancement (comprising subordination and liquidity reserve) for the class A notes above
10%. In our view, this mechanism introduces certain risks to the transaction, especially in delayed
recession timing scenarios (see "German Auto ABS: Our View On A New Commingling Reserve
Mechanism," published Sept. 26, 2018). Based on a 0% constant prepayment rate (CPR) and 0%
default cash flow run, the transaction reaches an inflection point around 10 months after closing
at which the commingling reserve is no longer funded by cash.

We have considered the amortizing feature in our cash flow analysis (see cash flow section).

Trade tax risk

If a tax audit from the German tax authorities were to conclude that the issuer was effectively
headquartered in Germany (i.e., by way of the servicer), the issuer would become liable to pay
trade tax risk on its business profits. We have addressed this secondary risk by sizing them and
subtracting these amounts equal to about €1.1 million as a loss from the cash flows because the
transaction does not have a tax reserve.

Servicing

Deutsche Leasing, as servicer, services the purchased receivables and related collateral. A
back-up servicing agreement was not in place at closing. We consider the potential risk due to the
lack of a back-up servicer to be limited because:

- The assets are common (equipment leasing and hire purchase), and there are third-party
servicers available in Germany to take on the servicing of the assets if there is a servicer
termination;

- There is a back-up servicer facilitator, Intertrust (Luxembourg) S.à r.l., to assist the issuer in
finding a suitable back-up servicer within 90 calendar days;

- The transaction has sufficient liquidity to pay servicing fees and interest due on the class A
notes during a servicer disruption period of almost five months; and

- A borrower notification process is in place to limit the time period during which collections are
routed through the insolvent servicer.
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Collateral Description

The receivables comprise the payments made by lessees on lease contracts, mostly related to new
equipment (about 90%). The purchased receivables sold by the originator are a mixture of lease
agreements (29%) and hire-purchase agreements (71%). The preliminary pool is primarily
concentrated in three sectors: construction, manufacturing and administrative, and support
service activities. By equipment type, the portfolio is divided into the three subpools: other
equipment (comprising machine tools, plastic machines, agricultural equipment); vehicles (mainly
trucks, trailers, light commercial vehicles, and special converted/modified trucks, but not
passenger cars); and construction machinery.

We have not considered residual value risk as part of our analysis because any residual values
relating to securitized contracts will not be transferred to the transaction. Balloon exposure is
about 7% of the preliminary pool. Based on the small exposure, we have not considered balloon
risk as part of our analysis.

Table 2

Pool Characteristics

Limes 2021-1(preliminary pool) Limes 2019-1(closing pool)

Cutoff date May 6, 2021 June 24, 2019

Balance (€) 650,000,000 750,000,000

Number of contracts 16,128 19,466

Number of lessee groups 12,401 14,867

Average balance per contract (€) 40,303 38,529

Discount rate (%) 4.00 4.00

Weighted-average original term (months) 58.2 60.3

Weighted-average seasoning (months) 15.3 17.1

Weighted-average remaining term
(months)

42.9 43.2

Contract type (%)

Leasing 28.9 39.6

Hire-purchase 71.1 60.4

Object type (%)

Other equipment 39.3 46.3

Vehicles 30.3 27.0

Construction machinery 30.5 26.7

Top 3 industry (NACE)

1 19.2% construction 21.4% manufacturing

2 17.8% manufacturing 15.7% construction

3 13.1% administrative and support service
activities

13.0% wholesale, retail trade, repair
of motor

Top lessee group (%)

Top 1 0.8 0.8
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Table 2

Pool Characteristics (cont.)

Limes 2021-1(preliminary pool) Limes 2019-1(closing pool)

Top 20 7.6 9.1

Obligors above 1.5% (count) 0 0

Obligors above 1.5% (%) 0 0

Payment type (%)

Direct debit 100.0 100.0

Top 3 geographic concentration (%)

Northrhine-Westfalia 18.8 19.4

Bavaria 15.5 13.1

Baden-Wuerttemberg 11.6 12.7

Geographical distribution

The preliminary portfolio is geographically diversified across Germany.
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Chart 2
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Chart 3

According to the transaction documents, the receivables must be in line with certain eligibility
criteria including:

- It has been originated in the originator's ordinary course of business;

- It gives rise to monthly installments payable in advance;

- It arises from leasing or hire-purchase receivables;

- It is governed by German law, the lease object is in Germany, and the lessee has its
establishment in Germany;

- It provides for a remaining term between 12 and 72 months;

- It provides for a fixed interest rate;

- It complies with all applicable laws, rules, and regulations;

- It is denominated and payable in euro;

- It is not a defaulted receivable nor a delinquent receivable, and no COVID-19 payment holiday
has been granted;

- It constitutes legally valid, binding, and enforceable obligations of the lessee;

- The lessee of the receivable has made at least one installment payment;
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- The lessee of the receivable is a commercial client; and

- The lessee of the receivable is not an affiliate of the seller.

Credit Analysis

Our rating analysis includes an assessment of the credit risk inherent in the transaction under
various stress scenarios. We have based our credit analysis of the class A notes on our criteria for
analyzing global equipment ABS transactions.

We have received quarterly static gross loss and recovery data from first-quarter 2014 to
fourth-quarter 2020, split into subportfolios. We have also received extensive data regarding total
book delinquencies, loan-by-loan, and internal rating distribution by industry. In addition, we have
taken into account the observed performance of the rated predecessor transaction, Limes 2019-1.

We based our stressed gross loss assumption on the following three considerations: historical
gross losses, single-lessee concentrations, and industry concentrations. We sized separate gross
loss base-cases for the three subportfolios and aggregated them into a weighted-average base
case.

Macroeconomic and sector outlook

In our analysis, we considered the following economic data and their baseline effect on collateral
credit quality in determining our credit assumptions (see table 3 and "Related Research").

Table 3

Macroeconomic And Sector Outlook

Actual Forecast

2019 2020e 2021f 2022f 2023f Baseline effect

Real GDP (y/y growth, %) 0.6 (5.2) 3.2 3.7 1.8 Unfavorable

Unemployment rate (annual average, %) 3.1 4.2 4.4 4 3.6 Somewhat unfavorable

CPI (%) 1.4 0.4 2.0 1.3 1.5 Somewhat unfavorable

Central Bank Policy Rates (end of period,
%)

0 0 0 0 0 Neutral

Sources: National statistics offices, OECD, Eurostat, European Central Bank, S&P Global Ratings. y/y--Year-on-year. CPI--Consumer price
index. e--Estimate. f--Forecast.

S&P Global Ratings believes there remains high, albeit moderating, uncertainty about the
evolution of the coronavirus pandemic and its economic effects. Vaccine production is ramping up
and rollouts are gathering pace around the world. Widespread immunization, which will help pave
the way for a return to more normal levels of social and economic activity, looks to be achievable
by most developed economies by the end of the third quarter. However, some emerging markets
may only be able to achieve widespread immunization by year-end or later. We use these
assumptions about vaccine timing in assessing the economic and credit implications associated
with the pandemic (see our research here: www.spglobal.com/ratings). As the situation evolves,
we will update our assumptions and estimates accordingly.
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Default rates

We based our default analysis on the historical static default data that the originator provided for
each quarter of origination, from first-quarter 2014 to fourth-quarter 2020. We extended this with
data from first-quarter 2012 to fourth-quarter 2013 from the previous transaction we rated. We
have considered this when assigning a base case for the respective subpools. The data reflect the
cumulative gross amounts classified as defaulted claims in line with the seller's credit and
collection policy. Chart 4 shows the annual averages of the cumulative gross loss cohorts for the
total lease book.

Chart 4

In general, the default performance of the total portfolio follows Germany's recent
macroeconomic performance: a relatively good and stable origination performance over the period
starting from 2012, which paid down in a relatively benign economic environment. During the first
lockdown in Germany, Deutsche Leasing faced increased levels of payment holidays and
extension requests. However, the total amount of contracts that benefited from these
COVID-19-related forbearance measures has remained contained. Since summer 2020, these
requests have returned to normal levels and most contracts have resumed paying. Overall, the
performance has remained stable and continues to exhibit low levels of delinquencies and net
losses.

When looking at the performance of the different subportfolios, we see that lessees in the
"vehicles" subportfolio outperform the other subportfolios.

Table 4

Base Cases Used

Gross loss (%)

Other equipment 4.00
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Table 4

Base Cases Used (cont.)

Gross loss (%)

Vehicles 3.00

Construction machinery 3.50

Weighted-average based on preliminary pool 3.55

We sized a conservative base-case assumption of 3.55% and midrange multiples for the pool to
capture the servicer's extensive experience, which is partially offset by the lower granularity and
resulting higher uncertainty surrounding future performance (see table 5). We have lowered our
base-case assumptions for the subpools "vehicles" and "construction machinery" by 0.5
percentage points each to reflect the improved performance. At the same time, we have lowered
our 'AAA' multiple to 4.7x from 4.8x to reflect our increased experience with the originator, the
good data quantity and quality, and the stable performance of Limes 2019-1.

Table 5

Gross Loss Assumptions

Gross loss

Base case 3.55%

'AAA' multiple 4.70x

'AAA' stress assumption 16.66%

We also considered single-lessee group concentration and industry concentration to capture the
pool's risk. To account for the lack of granularity and potentially worse performance than the loss
experience suggests, we considered the supplemental analysis described below.

Based on the preliminary pool, the largest single lessee group concentration is 0.8%. Hence, we
are not adding any large obligor defaults to the 'AAA' stress assumption, to derive a blended
default rate.

Table 6 summarizes the top concentrations observed at the obligor level. The table also provides
the concentration coverage we would typically deem to be commensurate with a 'AAA' rating and
the resulting gross loss numbers.

Table 6

Supplemental Largest Obligor Default Test

Rating level Number of largest lessee groups expected to be covered Resulting gross loss assumption (%)

AAA 10 4.7

We have also analyzed the transaction's exposure to largest industry concentration risk. Based on
the preliminary pool, the construction industry (based on NACE) accounts for about 19.2% of the
pool, followed by the manufacturing industry with 17.8%. We have received data on the internal
rating distribution of the pool by industry and a breakdown by subindustries. In our view, the data
show that both subpools have on average a similar internal rating compared with the remaining
pool and are well diversified by various subindustries. Therefore, we have not considered the
concentration risk for industry in our analysis.
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Ultimately, our analysis of historical pool performance determined our gross loss assumption.

Recoveries

We received full historical recoveries data for defaulted amounts between first-quarter 2014 to
fourth-quarter 2020. We extended this with data from first-quarter 2012 to fourth-quarter 2013
from the previous transaction we rated.

Chart 5 shows total cumulative recoveries received on defaulted contracts by default cohort.

Chart 5

We considered an aggregated recovery rate of 51.96% for the total pool and a 'AAA' stress haircut
of 45%. We reduced our recovery rate base case from 60% in Limes 2019-1 to account for the
weaker recoveries observed in more recent default cohorts.

Cash Flow Analysis

In our analysis, we assess whether the cash flows that the pool of assets generates are sufficient
to ensure timely payment of interest and ultimate payment of principal by the legal final maturity
date of the liabilities. We applied the following assumptions in our stressed cash flow analysis
(see table 7).

Table 7

Cash Flow Assumptions

Scenario AAA

Cumulative gross loss (%) 16.7

Recoveries (%) 28.6

Recovery lag (months) 9: 40%; 18: 40%; and 36: 20%
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Table 7

Cash Flow Assumptions (cont.)

Weighted-average coupon (%) 4.0

Relative weighted-average coupon
compression (%)

Not applicable, as all assets generate the same discount rate of 4.0%.

Stressed servicing fee (% per year) 1

Fixed fees (€ per year) 100,000

CPR high (%) 20.0

CPR low (%) 0.5

Interest rate index Run in accordance with our "Methodology To Derive Stressed Interest Rates In
Structured Finance" criteria.

Commingling stress One month of collections including prepayment of 5%, applied in month 1.

Trade tax stress €1.1 million, applied in month 1.

Delinquency Liquidity stress equal to 2/3 of the stressed gross losses applied in a given month,
and we assume obligors become current again after six months.

CPR--Constant prepayment rate.

Our analysis indicates that the rated class of notes achieve timely payment of interest and
ultimate payment of principal under the 'AAA' stressed rating scenario and assumptions
discussed above.

To account for the commingling reserve's amortizing feature, we have also tested the structure's
sensitivity to delayed recession timing and commingling loss timing. For this, we have run various
cash flow runs to determine if the transaction continues to have enough enhancement to maintain
credit stability of the rated notes. In our view, the likelihood of these multiple events to occur
exactly as outlined in our scenarios in combination with the observed magnitude of the effect on
credit coverage is sufficiently remote.

Counterparty Risk

Our ratings also reflect that the replacement mechanisms implemented in the transaction
documents adequately mitigate the counterparty risks to which the transaction is exposed in line
with our counterparty criteria.

Sovereign Risk

Our long-term unsolicited sovereign credit rating on Germany is 'AAA'. Therefore, our ratings in
this transaction are not constrained by our structured finance sovereign risk criteria (see
"Incorporating Sovereign Risk In Rating Structured Finance Securities," published on Jan. 30,
2019).

Scenario Analysis

We analyzed the effect of a moderate stress on the credit variables (recovery rates and
prepayment rates) and its ultimate effect on our ratings on the notes. We ran two scenarios to test
the rating's stability, and the results are in line with our credit stability criteria (see tables 8 and 9).
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Table 8

Scenario Stresses

Rating variable Scenario 1 (relative stress to base case) Scenario 2 (relative stress to base case)

Gross loss rate (%) 30.0 50.0

Recovery rate (%) (30.0) (50.0)

Constant prepayment rate (%) (20.0) (33.3)

Table 9

Scenario Stress Analysis--Rating Transition Results

Scenario stress Class Initial rating Scenario stress rating

Scenario 1 A AAA (sf) AAA (sf)

Scenario 2 A AAA (sf) AA+ (sf)

As part of our analysis we also conducted additional sensitivity analysis to assess the effect of, all
else being equal, an increased gross default base case and a haircut to the recovery rate base
case, on our ratings on the notes. For this purpose, we ran eight sensitivity runs by either
increasing stressed defaults and/or reducing expected recoveries as shown in the tables below.

Table 10

Sensitivity Analysis

Gross default rate base case (%) Recovery rate base case (%)

0.0 (10.0) (30.0)

0.0 Base case 3 4

10.0 1 5 7

30.0 2 6 8

The results of the above sensitivity analysis indicate a deterioration of no more than three notches
on the notes (see table 11).

Table 11

Sensitivity Analysis Results

Class Base Case 1 2 3 4 5 6 7 8

A AAA AA+ AA AAA AA+ AA+ AA AA+ AA-

Environmental, Social, And Governance (ESG)

Our rating analysis considers a transaction's potential exposure to ESG credit factors. For the
equipment ABS sector, we view the exposure to environmental credit factors as above average,
social credit factors as average, and governance credit factors as below average, comparable to
the auto ABS sector (see "ESG Industry Report Card: Auto Asset-Backed Securities," published on
March 31, 2021). In our view, the exposure to ESG credit factors in this transaction is in line with
our sector benchmark. As a result, we have not separately identified a material ESG credit factor
in our analysis.
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Monitoring And Surveillance

As part of our ongoing surveillance of this transaction, we will regularly assess:

- The performance of the underlying pool, including defaults, recoveries, delinquencies, and
prepayments;

- The supporting ratings in the transaction; and

- The servicer's operations and its ability to maintain minimum servicing standards.

Related Criteria

- Criteria | Structured Finance | General: Global Framework For Payment Structure And Cash
Flow Analysis Of Structured Finance Securities, Dec. 22, 2020

- Criteria | Structured Finance | General: Methodology To Derive Stressed Interest Rates In
Structured Finance, Oct. 18, 2019

- Criteria | Structured Finance | ABS: Global Equipment ABS Methodology And Assumptions, May
31, 2019

- Criteria | Structured Finance | General: Counterparty Risk Framework: Methodology And
Assumptions, March 8, 2019

- Criteria | Structured Finance | General: Incorporating Sovereign Risk In Rating Structured
Finance Securities: Methodology And Assumptions, Jan. 30, 2019

- Legal Criteria: Structured Finance: Asset Isolation And Special-Purpose Entity Methodology,
March 29, 2017

- Criteria | Structured Finance | General: Global Framework For Assessing Operational Risk In
Structured Finance Transactions, Oct. 9, 2014

- General Criteria: Principles Of Credit Ratings, Feb. 16, 2011

- Criteria | Structured Finance | General: Methodology For Servicer Risk Assessment, May 28,
2009

Related Research

- ESG Industry Report Card: Auto Asset-Backed Securities, March 31, 2021

- Economic Outlook Europe Q2 2021: The Path To A Strong Restart, March 25, 2021

- At A Glance: The German Auto ABS Market, March 26, 2019

- 2017 EMEA ABS Scenario And Sensitivity Analysis, July 6, 2017

- Global Structured Finance Scenario And Sensitivity Analysis 2016: The Effects Of The Top Five
Macroeconomic Factors, Dec. 16, 2016

- European Structured Finance Scenario And Sensitivity Analysis 2016: The Effects Of The Top
Five Macroeconomic Factors, Dec. 16, 2016
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