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BCI to complete first Italian
synthetic securitisation

Citibank co-arranger and joint bookrunner on €4bn deal
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anca Commaergiale Italiana, the Ital-
Bian banking group, will shortly com-
plete a synthetic collateralised loan
obligation transaction to reduce the risk
capital weighting on a €4bn portfolio of
investment grade-rated US and Euro-
pean corporate loans and free-up its
credit lines.

BCI will become the first Italian bank
te enter into a synthetic CLO. Dubbed
Beala’ after BCI's Piazza della Scala
headquarters in Milan, the deal will be
the latest in only a handful of euro-
denominated synthetic CLOs that have
been sold into Europie this year.

Citibank London, itself responsible
for one of those deals with the C*Star
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securitisation, is currently marketing the
deal together with BCT as joint bookrun-
nor, Citibank s also co-arranger of the
deal and, in acdition to providing exper-
tise on parts of the transaction, is the
likely counterpart for the senior credit
default swap portion of the structure,
This swap will serve to transfer the risk
of defautlt on 93% of the €4bn portfolio to
an OECD bank (probably Citibank in this
case), thercby lowering the risk weight-
ing used to calculate regulatory set-aside
capital from 100% to 20%.

Hermann Watzinger, head of Euoro-
pean credit derivatives at Citibank, told
FP the banks will tranche.and price Scala,
and finalise details of the default swap, in
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the coming weeks, Most of the remain-
ing 7% af the portfalio is being seeurl-
tised into a fully collateralised special
purpose vehicle, with BCT retaining
the remainder as a first loss piece
which it could sell on.

The mezzanine franche SPV, backed
by BCT holdings of German govem-
ment benchmark Bunds, will issue
triple, double, and single A, and triple
B-rated paper to investors. While the
legal tenor of the transaction Is ten
years, its expected economic tenor is
three years due to a step-up in the inter-
vst payable, making it highly likely the
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time. Regulators demanded the ten-
year legal tenor to cover the maturities
of loans that may be substituted into the
portfolio in the first throee years.

Paolo Gribaudi, head of credit
derlvatlves at BCI, highlighted that
BCT is the most active European bank
In the US credit derivatives markets,
and fourth overall behind JP Morgan,
Citibank and Chase Manhattan, He
added: “BCI's deep experience in
credit derivatives made our entry into
the market in these [portfolio risk
transfor] products inevitable. We
intend on being at the forefront of our
European conpetitors.”




