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RATING ACTION COMMENTARY

Fitch Upgrades QQuant
Master Servicer Single
Member S.A.'s Special Servicer
Ratings
Thu 24 Jun, 2021 - 10:37 AM ET

Fitch Ratings - London - 24 Jun 2021: Fitch Ratings has upgraded QQuant Master

Servicer Single Member S.A.'s (QQuant) asset-backed and commercial special servicer

ratings to 'ABSS2' and 'CSS2' from 'ABSS2-' and 'CSS2-', respectively.

The upgrades re�ect QQuant's demonstrated ability to meet its objective of growing its

corporate and retail assets under management (AUM), more mature business and

enhanced portfolio performance reporting tools.
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VIEW ADDITIONAL RATING DETAILS

KEY RATING DRIVERS

Since Fitch's previous review in 2019, QQuant has met its target of growing its AUM. As

at end-March 2021, AUM, comprising retail and corporate non-performing loans, was

EUR11.9 billion, up from EUR5.8 billion in July 2019. The portfolio growth was driven by

mandates from existing clients, as well as new clients (banks) seeking servicing for their

balance sheet loans. The servicer's plans include expanding into the residential non-

performing loan (NPL) space.

QQuant's loan administration processes are highly automated (e.g. loan boarding,

written communication with borrowers, etc.). During the review period, QQuant

developed new tools for portfolio performance reporting and increased the headcount

in the portfolio analytics and reporting department. Investors are given access to

QQuant's Power Business Intelligence tool, where they can access their portfolio data

daily. The servicer also produces monthly reports on various parts of its operations

required for both internal and external stakeholders and continues to seek innovative

data-driven solutions that will help its recovery strategies.

At the previous review, QQuant had only been actively servicing NPL loans for 13

months and the ef�cacy of processes and controls was yet to be fully demonstrated. At

this review, we have evidence that the previously established processes around

headcount management have been successfully implemented. As the business

continues to grow, the servicer has increased headcount to manage the growing AUM

and the operational staff turnover for the retail portfolio has reduced compared with

the previous review. The servicer has also developed employee performance

management processes and in the 12 months leading to the data cut-off date, nine

people were promoted.

The senior management team has been reorganised since Fitch's previous review, with

the introduction of a deputy CEO role to support business development. Furthermore,

the number of middle managers has increased to 18 from nine to support the business

growth, which somewhat reduces key-person risk. The company tenure of senior and
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middle managers has improved since previous review, but we note that in the 12 months

to the cut-off date, four middle managers have left the business, leading to an increase

in the Fitch-calculated turnover to 23.5% compared with 13.3% at previous review.

Since Fitch's previous review, QQuant has set up a training plan, offering its staff a

broad range of training channels, such as online courses, formal training sessions

(individual or corporate), on the job training and job shadowing. Training courses are

prioritised according to key business needs and include regulatory, technical and soft

skills. Priority is given to mandatory induction training for new hires, regulatory

mandatory training for all staff (including compliance and information security) and

technical product and processes training. The average number of training hours

(excluding on the job training) remains lower than is commensurate with a '2' rating

de�nition. However, average on the job training hours are high.

Fitch has also seen evidence of consistent risk governance controls. Quality assurance

processes are advanced, with the quality assurance team having visibility over the

servicing system �elds used by call centre agents. Committees that had only just been

established at previous review are frequently taking place and have regular input into

and oversight of the servicer's risk exposures.

While there is no centralised function for vendor management, the level of controls over

third parties is multi-layered and includes audits performed by the internal audit team,

in addition to QQuant's daily presence at the vendor and weekly performance

assessments. There is evidence of underperforming vendors being replaced,

demonstrating the ef�cacy of QQuant's processes and controls over vendor

management.

QQuant proactively manages defaulted loans. The initial business plans are developed

by the portfolio management team relying on the analyses performed by the

underwriting and modelling team. Thereafter, performance against the business plan is

reviewed weekly internally (at portfolio performance meetings) and at portfolio

committees with portfolio owners at an agreed frequency, e.g., biweekly for retail

portfolios and monthly for corporate portfolios. Portfolio business plans are updated

during the budget cycle (October - December) and annual projections are agreed with

portfolio owners. However, signi�cant deviations in performance compared with the

business plan may lead to business plan revisions whenever required.

Business plans for retail loans are created automatically, while those for corporate loans

are done manually by the relationship manager due to their complexity. As such we

deem the processes and controls for defaulted loan management commensurate with

the '1' and '2' rating category for asset-backed and commercial assets, respectively.
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QQuant's servicing platform is highly automated and it is seeking to implement arti�cial

intelligence and robotics tools to further increase ef�ciency of its processes. At the

previous review, the business continuity plan had only just been created and testing was

due to take place. Fitch understands that the test was performed, but that the

pandemic, change of premises and revision of the plan to re�ect the change in premises,

had led to the next annual test being delayed, which is why Fitch was not able to give full

credit to the regular testing in its scoring of this section of its scoring matrix. However,

we note that at the onset of the pandemic, the servicer successfully transitioned to

remote working with a limited impact on its daily operations of the servicer.

As the servicer continues to grow its business, Fitch will continue to monitor QQuant's

progress in developing its infrastructure. The agency expects the servicer to

demonstrate consistency in achieving its strategic objectives, which will drive any rating

action.

This rating action commentary is based on information provided to Fitch as of end-

March 2021, unless stated otherwise.
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APPLICABLE CRITERIA

ADDITIONAL DISCLOSURES

Solicitation Status

Endorsement Policy

ENDORSEMENT STATUS

DISCLAIMER

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND

DISCLAIMERS. PLEASE READ THESE LIMITATIONS AND DISCLAIMERS BY

FOLLOWING THIS LINK:

HTTPS://WWW.FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS. IN

ADDITION, THE FOLLOWING HTTPS://WWW.FITCHRATINGS.COM/RATING-

DEFINITIONS-DOCUMENT DETAILS FITCH'S RATING DEFINITIONS FOR EACH

RATING SCALE AND RATING CATEGORIES, INCLUDING DEFINITIONS RELATING

TO DEFAULT. PUBLISHED RATINGS, CRITERIA, AND METHODOLOGIES ARE

AVAILABLE FROM THIS SITE AT ALL TIMES. FITCH'S CODE OF CONDUCT,

CONFIDENTIALITY, CONFLICTS OF INTEREST, AFFILIATE FIREWALL, COMPLIANCE,

AND OTHER RELEVANT POLICIES AND PROCEDURES ARE ALSO AVAILABLE FROM

THE CODE OF CONDUCT SECTION OF THIS SITE. DIRECTORS AND

SHAREHOLDERS RELEVANT INTERESTS ARE AVAILABLE AT

Criteria for Rating Loan Servicers (pub. 07 Feb 2020)
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HTTPS://WWW.FITCHRATINGS.COM/SITE/REGULATORY. FITCH MAY HAVE

PROVIDED ANOTHER PERMISSIBLE SERVICE TO THE RATED ENTITY OR ITS

RELATED THIRD PARTIES. DETAILS OF THIS SERVICE FOR WHICH THE LEAD

ANALYST IS BASED IN AN ESMA- OR FCA-REGISTERED FITCH RATINGS COMPANY

(OR BRANCH OF SUCH A COMPANY) CAN BE FOUND ON THE ENTITY SUMMARY

PAGE FOR THIS ISSUER ON THE FITCH RATINGS WEBSITE.

READ LESS

COPYRIGHT

Copyright © 2021 by Fitch Ratings, Inc., Fitch Ratings Ltd. and its subsidiaries. 33

Whitehall Street, NY, NY 10004. Telephone: 1-800-753-4824, (212) 908-0500. Fax:

(212) 480-4435. Reproduction or retransmission in whole or in part is prohibited except

by permission. All rights reserved. In issuing and maintaining its ratings and in making

other reports (including forecast information), Fitch relies on factual information it

receives from issuers and underwriters and from other sources Fitch believes to be

credible. Fitch conducts a reasonable investigation of the factual information relied

upon by it in accordance with its ratings methodology, and obtains reasonable

veri�cation of that information from independent sources, to the extent such sources

are available for a given security or in a given jurisdiction. The manner of Fitch's factual

investigation and the scope of the third-party veri�cation it obtains will vary depending

on the nature of the rated security and its issuer, the requirements and practices in the

jurisdiction in which the rated security is offered and sold and/or the issuer is located,

the availability and nature of relevant public information, access to the management of

the issuer and its advisers, the availability of pre-existing third-party veri�cations such

as audit reports, agreed-upon procedures letters, appraisals, actuarial reports,

engineering reports, legal opinions and other reports provided by third parties, the

availability of independent and competent third- party veri�cation sources with respect

to the particular security or in the particular jurisdiction of the issuer, and a variety of

other factors. Users of Fitch's ratings and reports should understand that neither an

enhanced factual investigation nor any third-party veri�cation can ensure that all of the

information Fitch relies on in connection with a rating or a report will be accurate and

complete. Ultimately, the issuer and its advisers are responsible for the accuracy of the

information they provide to Fitch and to the market in offering documents and other

reports. In issuing its ratings and its reports, Fitch must rely on the work of experts,

including independent auditors with respect to �nancial statements and attorneys with

respect to legal and tax matters. Further, ratings and forecasts of �nancial and other

information are inherently forward-looking and embody assumptions and predictions

about future events that by their nature cannot be veri�ed as facts. As a result, despite

any veri�cation of current facts, ratings and forecasts can be affected by future events

or conditions that were not anticipated at the time a rating or forecast was issued or
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af�rmed.  

The information in this report is provided "as is" without any representation or warranty

of any kind, and Fitch does not represent or warrant that the report or any of its

contents will meet any of the requirements of a recipient of the report. A Fitch rating is

an opinion as to the creditworthiness of a security. This opinion and reports made by

Fitch are based on established criteria and methodologies that Fitch is continuously

evaluating and updating. Therefore, ratings and reports are the collective work product

of Fitch and no individual, or group of individuals, is solely responsible for a rating or a

report. The rating does not address the risk of loss due to risks other than credit risk,

unless such risk is speci�cally mentioned. Fitch is not engaged in the offer or sale of any

security. All Fitch reports have shared authorship. Individuals identi�ed in a Fitch report

were involved in, but are not solely responsible for, the opinions stated therein. The

individuals are named for contact purposes only. A report providing a Fitch rating is

neither a prospectus nor a substitute for the information assembled, veri�ed and

presented to investors by the issuer and its agents in connection with the sale of the

securities. Ratings may be changed or withdrawn at any time for any reason in the sole

discretion of Fitch. Fitch does not provide investment advice of any sort. Ratings are not

a recommendation to buy, sell, or hold any security. Ratings do not comment on the

adequacy of market price, the suitability of any security for a particular investor, or the

tax-exempt nature or taxability of payments made in respect to any security. Fitch

receives fees from issuers, insurers, guarantors, other obligors, and underwriters for

rating securities. Such fees generally vary from US$1,000 to US$750,000 (or the

applicable currency equivalent) per issue. In certain cases, Fitch will rate all or a number

of issues issued by a particular issuer, or insured or guaranteed by a particular insurer or

guarantor, for a single annual fee. Such fees are expected to vary from US$10,000 to

US$1,500,000 (or the applicable currency equivalent). The assignment, publication, or

dissemination of a rating by Fitch shall not constitute a consent by Fitch to use its name

as an expert in connection with any registration statement �led under the United States

securities laws, the Financial Services and Markets Act of 2000 of the United Kingdom,

or the securities laws of any particular jurisdiction. Due to the relative ef�ciency of

electronic publishing and distribution, Fitch research may be available to electronic

subscribers up to three days earlier than to print subscribers.  

For Australia, New Zealand, Taiwan and South Korea only: Fitch Australia Pty Ltd holds

an Australian �nancial services license (AFS license no. 337123) which authorizes it to

provide credit ratings to wholesale clients only. Credit ratings information published by

Fitch is not intended to be used by persons who are retail clients within the meaning of

the Corporations Act 2001 

Fitch Ratings, Inc. is registered with the U.S. Securities and Exchange Commission as a

Nationally Recognized Statistical Rating Organization (the "NRSRO"). While certain of

the NRSRO's credit rating subsidiaries are listed on Item 3 of Form NRSRO and as such

are authorized to issue credit ratings on behalf of the NRSRO (see
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ga('set', '732-ckh-767', 'USER_ID');

https://www.�tchratings.com/site/regulatory), other credit rating subsidiaries are not

listed on Form NRSRO (the "non-NRSROs") and therefore credit ratings issued by those

subsidiaries are not issued on behalf of the NRSRO. However, non-NRSRO personnel

may participate in determining credit ratings issued by or on behalf of the NRSRO.

READ LESS

SOLICITATION STATUS

The ratings above were solicited and assigned or maintained by Fitch at the request of

the rated entity/issuer or a related third party. Any exceptions follow below.

ENDORSEMENT POLICY

Fitch’s international credit ratings produced outside the EU or the UK, as the case may

be, are endorsed for use by regulated entities within the EU or the UK, respectively, for

regulatory purposes, pursuant to the terms of the EU CRA Regulation or the UK Credit

Rating Agencies (Amendment etc.) (EU Exit) Regulations 2019, as the case may be.

Fitch’s approach to endorsement in the EU and the UK can be found on Fitch’s

Regulatory Affairs page on Fitch’s website. The endorsement status of international

credit ratings is provided within the entity summary page for each rated entity and in

the transaction detail pages for structured �nance transactions on the Fitch website.

These disclosures are updated on a daily basis.

Structured Finance Structured Finance: RMBS Europe Greece

Fe
ed

b
ac

k

https://www.fitchratings.com/site/regulatory
https://www.fitchratings.com/site/regulatory
https://www.fitchratings.com/regulatory
https://www.fitchratings.com/structured-finance
https://www.fitchratings.com/structured-finance/rmbs
https://www.fitchratings.com/region/europe
https://www.fitchratings.com/region/greece

