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Important information
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The information herein has been prepared solely for informational purposes and does not, nor is it intended to constitute, an offer to buy or sell or a solicitation of an offer to buy or sell any security or
instrument or to participate in any particular trading strategy. These materials and all information herein are highly confidential and may not be distributed, published, reproduced or disclosed (in whole or
in part) without the prior written consent of FirstRand Bank Limited (together with its affiliates and other associated companies, hereinafter referred to as FirstRand).

This presentation is being communicated only to persons who have professional experience in matters relating to investments and to persons to whom it may be lawful to communicate it to (all such
persons being referred to as prospective Investors). This presentation is only directed at prospective investors and any investment or investment activity to which this presentation relates is only available
to prospective investors or will be engaged in only with prospective investors. Solicitations resulting from this presentation will only be responded to if the person concerned is a prospective investor.
Other persons should not rely or act upon this presentation or any of its contents.

No representation or warranty, express or implied, can be given with respect to the accuracy, completeness, sufficiency or usefulness of the information, or that any future offer of securities or
instruments will conform to the terms hereof. Any such offer would be made pursuant to a definitive Offering Circular prepared by the issuer (the Offering Circular) which would contain material
information not contained herein and to which prospective investors are referred. In the event of any such offering, these materials and any information herein shall be deemed superseded and replaced
in their entirety by such Offering Circular. Any decision to invest in such securities should be made solely in reliance upon the final form of the such Offering Circular (including information which is
incorporated by reference therein). Changes to the assumptions made in this analysis may have a material impact on the returns or results shown by way of example herein. No representation is made
that any returns or results indicated will be achieved or that all assumptions in achieving these returns or results have been considered or stated. Past performance is not necessarily indicative of future
results. Accordingly, there can be no assurance that future results will not be materially different from those described herein. Price and availability are subject to change without notice. FirstRand disclaim
any and all direct or indirect liability relating to these materials, including without limitation any express or implied representations or warranties for, statements contained in, and omissions from, the
information herein.

Any projections or other estimates in these materials, including estimates of returns or performance, are forward-looking statements based upon, among other things, certain assumptions and are
preliminary in nature. Actual results are difficult to predict and may depend upon factors within or beyond the issuer’s or FirstRand’s control. Actual events may differ from those assumed and changes to
any assumptions may have a material impact on any projections or estimates. Other events not taken into account may occur and may significantly affect the analysis. There can be no assurance that
estimated returns or projections can be realized or that actual returns or performance results will not be materially lower than those estimated herein. Such estimated returns and projections should be
viewed as hypothetical and do not represent the actual returns that may be achieved by an investor. Investors should conduct their own analysis, using such assumptions as they deem appropriate, and
should fully consider other available information, including the information described under “Risk Factors” in the Offering Circular, in making an investment decision. Neither FirstRand, nor the issuer or any
of their respective agents or representatives make any representation nor have any of them given any advice concerning the appropriate regulatory treatment, accounting treatment, or possible tax
consequences in connection with the proposed transaction. Prior to entering into any proposed transaction, you should determine, without reliance upon FirstRand, the issuer or any of their respective
agents or representatives, the economic risks and merits, as well as the legal, tax, and accounting characteristics and consequences, of the transaction, and that you are able to assume these risks.

The distribution of these materials and the offer or sale of securities or instruments may be restricted by law. Additionally, transfers of any such securities or instruments may be limited by law or the terms
thereof. Persons into whose possession these materials come are required to inform themselves of, and comply with, any legal or contractual restrictions on their purchase, holding, sale, exercise of rights
or performance of obligations under any transaction. Your receipt and use of the foregoing constitutes notice and acceptance of the foregoing.
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Executive summary

4

Lehae Transaction 1

Secured with a portfolio of
R2 000 million of mortgage
loan agreements and
R60 million of cash

Notes are externally credit-
rated by Moody’s and publicly
listed

FNB – originator, seller and
servicer

RMB – distribution and debt
sponsor

FRB (Treasury) – arranger,
manager and administrator

First National Bank (FNB),
a division of FirstRand Bank
Limited (FRB), will be
issuing its first residential
mortgage-backed security
(RMBS) issuance of the
Lehae Programme (the
Programme), with a
limit of R20 billion

Established for faster
execution, time to
market, standardised
documentation and
leveraging economies
of scale
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R600KR600K

SUPPORTING OUR CUSTOMER EXPERIENCE THROUGH…

ENTRY
WALLET
ENTRY

WALLET
ENTRY

BANKING
ENTRY

BANKING MIDDLEMIDDLE EMERGING
AFFLUENT
EMERGING
AFFLUENT AFFLUENTAFFLUENT WEALTHWEALTH

R48K R240K R1.2m R1.8m/R15m NAVR600K

Advisors

Pension
Backed
Lending

Pension
Backed
Lending

Affordable
Housing

Affordable
Housing

Development &
Building Loans
Development &
Building Loans

Personal segment Private segment

Traditional
Home Loan
Traditional
Home Loan

Solar & Eco
Energy Loan
Solar & Eco

Energy Loan
Securities

Based Lending
Securities

Based Lending
Structured

Lending
Structured

Lending
First Home

Finance (FHF)
First Home

Finance (FHF)

Mortgage
Originators App Online MobiPoints of

Presence

FNB home loans: strategic overview A trusted partner to our customer’s home ownership journey



• Semigration: growth
opportunities outside the major
metros as a result of hybrid work
environment

• Properties avg ± R500k: higher
demand as a result of stock and
macro-economic environment

• Energy crisis: created a market
opportunity  for renewable
energy finance

• Urbanisation: Metros still
continue to grow – GP, WC, KZN

• Country risk:
unemployment rate,
energy crisis, infrastructure
in metros

• Macros: inflation, GDP
growth, interest rate hikes

• Emigration: private
segment

• Rent vs buy: pros/cons

• Home: aspirational
purchase

• South African macros:
affordability challenges

• Financial literacy:
education around over-
exposure and over-
indebtedness

• Mortgage originator:
key player – expanding
services around home
purchase and home services
ecosystem.

Opportunities Risks Customer
confidence  & dynamics Ecosystem

Mortgage market landscape
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Tradition home loan,
187.7

41.6 2.3 1.1

Affordable housing,
20.5

Eco/Solar Loan, 0.6
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Home Loan Structured Lending Pension Backed SBL
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R99bn
Home Loans across Traditional Home Loan/Eco/Affordable Housing

Applicable to Lehae structure

FNB portfolio composition*

*Excludes Commercial property finance, deferred income and expenses, modification gains or losses and other.
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Financial performance – FNB residential mortgages: FY2023

Profit before tax

R2.6bn

Profit before tax

R2.6bn

Normalised earnings

R1.9bn

Normalised earnings

R1.9bn

Cost-to-income ratio

35.7%

Cost-to-income ratio

35.7%

Credit loss ratio

18 bps

Credit loss ratio

18 bps

NPLs

R14.0bn

NPLs

R14.0bn

NPLs as a % of
advances

5.42%

NPLs as a % of
advances

5.42%

Coverage ratios

20.2%

Coverage ratios

20.2%

Average margin

1.53%

Average margin

1.53%

Advances

R259.6bn

Advances

R259.6bn
-15% -14% +7%

-80bps +16bps +19%

+56bps -1.3% -27bps

Source: FirstRand Bank annual report for the year ended 30 June 2023.
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Origination strategy

• Focused on good quality business with satisfactory returns
• Recent expansions have been made to recognise market need:

 Higher loan-to-value origination on low-risk customers
 Improved risk versus reward strategy on lower income segments

• Margin pressure remains high given the competition in the market since Covid-19 lockdown
• Market activity slowing down due to multiple repo rate hikes in recent times
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Credit scoring, decisioning and rating

• Automated scoring via internal decisioning platforms
• Channel integration across mortgage originators, banker

and digital platforms all routed via platform
• Consistent monitoring of risk appetite and underwriting

performance to manage quality and customer experience
• Deals are assessed according to various regulated and

internal credit policy guidelines
• Data is validated through internal account and profile

conduct as well as external third party sources, e.g. the
Bureau and Depart of Home Affairs

• Manual underwriting supports document validation and
accuracy of the deal construct.

• Intake to approval rate: 35%*

• Approval rate to pay-out: 52%*, **

• Prior 12 months avg 68%

Risk class Registration
%*

12m
vintage*

Class 1 47.5% 0.3%

Class 2 26.6% 0.8%

Class 3 13.0% 2.2%

Class 4 3.3% 4.2%

Class 5 0.6% 4.3%

Class 6 0.1% 10.0%

New to credit 0.3% 1.3%
*   12-month balance-weighted averages - July 2022 to June 2023.
**  Payout increase beyond 12 months due to 3+ month lag, e.g., building loans.
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Credit performance update
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• Subsequent to the
start of the Covid-
19 lockdown
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(3+) arrears
improved, other
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stable

• Restructure
arrears increased
due to higher
request received
due to the difficult
economic
conditions
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Product and origination portfolio overview

• The portfolio is constructed of ~95% of Home loans
• Consistent underwriting flows across the years are evident based on the vintage layers
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PD and LTV portfolio overview

• The underwriting strategy linked to the PD profile has been stable and centered around a low-risk profile
• The average LTV structures at origination have been consistent around 88%
• The portfolio construct undergoes an ongoing mark-to-market on the underlying collateral structures
• The 12 months EL show the losses associated with higher LTV profiles given the LGD impact linked to these accounts
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Risk management

Governance and compliance

• Centralisation of functions across
customer segments aligning to group
frameworks and structures

• Oversight from FirstRand Group
Enterprise Risk Management and FNB
Financial Resource Management
committee

• Business conducted in accordance
with the National Credit Act

• Credit function responsible for
development and monitoring of risk
and capital models

Operations

• Manage client onboarding and fulfilment
ensuring compliance with regulations
and internal frameworks and policies

• Targeted collections strategy with a view
to rehabilitate arrears

• Failure to settle the arrears and all other
collections efforts have been exhausted,
account is then transferred to the
litigation department to commence with
foreclosure

• Recovery post write off on residual
balance pursued off balance sheet

14



Default and collection processes

(2) Self-cure

(3) Pre-legal
collections

(3) Legal (NPL)
collections and

foreclosure

(4) Residuals (off-
balance sheet)

collections

Collections value chain

(1) Customer defaults

 Variety of
repayment
methods to settle
the arrears

 Successful bank-
assisted sales via
Quicksell

Collectors will contact the customers to repay the arrears or secure a repayment
arrangement. App notifications are sent to the customer for unassisted collections via the
app as well as other communication methods to the customer. Bankers may also contact the
customer, depending on the subsegment. The customer also has the option to sell the
property via Quicksell.

Despite foreclosure commencing, the bank will still try to conclude a repayment arrangement
with the customer or reiterate the Quicksell option. If the customer isn’t amenable to this
then the foreclosure process concludes at a sale in execution.

Defaulting accounts are given a short window to self-cure. If the accounts don’t cure within
the timeframe then they are categorised and contacted. Notifications of the default are
systematically sent to the customer.

Should the customer fail to settle the arrears and all other collections efforts have been
exhausted, the account is then transferred to the litigation department to commence with
foreclosure

The account is written off when the proceeds from the sale of the property is received.
Recovery of the shortfall is pursued off balance sheet.

15



Collections strategies

Collections

Self service/COP

Secure Chat

Collections X Projects

Optimise through Robotics

Client education
and prevention

Debicheck

Salary date alignment

Life Happens

Limit reviews

Online auctions

navHome enhancements

Govt subsidies for recoveries on
PIPs

Negotiation with municipalities
to reduce rates and taxes

Quicksell/QuickBuy

Sub-segment differentiation

Lifestyle changes

Debt consolidation

D7 restructures

Semi- and unassisted
collections

Contextual solutions

Market responsive mandates

Attorney management

Key relationships with
internal/external stakeholders e.g.

Master HC, fiduciary

Sales in Execution - last resort

Market conduct adherence

Efficient litigation

16



Structure



Overview

FNB (as Originator and Servicer)

Lehae
Transaction 1
(Participating

Assets)

Applicable
Transaction
Supplement

Applicable
Pricing

Supplements

Lehae
Programme

Security
SPV Trust 1

Lehae Transaction
1 Noteholders

Indemnity &
Cession

Guarantee

Lehae
Transaction 2
(Participating

Assets)

Applicable
Transaction
Supplement

Applicable
Pricing

Supplements

Lehae
Programme

Security
SPV Trust 2

Lehae
Transaction 2
Noteholders

Guarantee

Indemnity &
Cession

Lehae
Transaction 3
(Participating

Assets)

Applicable
Transaction
Supplement

Applicable
Pricing

Supplements

Lehae
Programme

Security
SPV Trust 3

Lehae
Transaction 3
Noteholders

Indemnity &
Cession

Guarantee

FirstRand
Mortgage

Company (FMC)
(indemnity

bond)

FRB

Administrator

Debt Sponsor

Hedge
Counterparty

Account Bank

Agency roles

Lehae Programme (RF) Ltd (Issuer)
FNB

(Registration of
Cession of

Covering Bond)
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Lehae Programme features

Issuer • Single newly-established Issuer SPV company
• Issuer SPV enters one or more transactions as specified in the relevant Applicable Transaction Supplements

Security
SPV

• For each transaction, a Security SPV will be established, which will hold, realise security for the benefit of
secured creditors in respect of that transaction

• In respect of each transaction, the Security SPV established in respect of that transaction will furnish a
limited recourse guarantee to the noteholders and other secured creditors of the issuer in relation to that
transaction only

• The Issuer will indemnify the relevant Security SPV in respect of claims made by the secured creditors under
that guarantee

• Obligations of the Issuer to each Security SPV shall be secured by a security cession to the Security SPV of the
issuer’s rights to the assets applicable to that transaction

Co-mingling

• Secured creditors in respect of a transaction will have recourse only to the participating assets of the
transaction

• For each transaction a separate bank account will be opened
• Each transaction administered as independent
• Assets and liabilities relating to each transaction will be identified in the accounting records of the issuer, as

being attributable solely to that transaction, and will be contractually segregated from the assets and
liabilities relating to each other transaction

• Investor report will be prepared for each transaction

19



Lehae Transaction 1 – key transaction counterparties

Role Counterparty Current long-
term rating* Rating trigger Possible trigger effects

Account bank FRB Aa1.Za A1.za Replacement

Servicer FRB Aa1.Za A1.za
Accelerated sweeping
Customer notification

Replacement

Swap counterparty FRB Aa1.Za A2.za Collateral posting

Servicer

FNB

Administrator

FRB (Treasury)

Trustee
Quadridge Corporate

Fiduciary and
Secretarial Services

Swap counterparty

FRB

Account bank

FNB

ISSUER

Lehae Programme
(RF) Ltd

(Lehae 1)

Originator / seller

FNB

Sale of portfolio

Initial consideration Noteholders

Principal and
interest

Purchase price for the
notes

* Moody’s National Scale long-term ratings as at 01 April 2022. 20



Structural features of capital structure

1. Nominal credit enhancement (CE) excludes excess spread, and includes 2% cash reserve and 1% redraw reserve.
2. Estimated post-swap asset yield less estimated senior expenses, senior note interest expressed as a percentage of provisional portfolio.
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Liabilites1

40% nominal
CE 63%

50% nominal
CE 6%

7% nominal
CE 6%

2% nominal

Class A
[Aaa.za]

Class B
[Aaa.za]

Class C
[Baa3.za]

Class E
[not rated]

Class D
[not rated]

4% nominal
CE 2%

Credit enhancement
• Note subordination
• Redraw Reserve and Cash Reserve
• Benefits from an estimated average excess spread at closing of roughly 0.4%2

Reserves
• Redraw Reserve fully funded at closing from part of the proceeds from Class D

notes
• Cash Reserve fully funded at closing from part of the proceeds from Class E

notes
• At inception, Redraw Reserve requirement and Cash Reserve requirement is

1% and 2% of the aggregate principal balance of participating assets on issue
date, respectively

• At each interest payment date, Redraw and Cash Reserve required to be
funded to the required size

Hedging strategy
• Balance-guaranteed interest rate swap between FRB (swap counterparty)

and Lehae Transaction 1
• Swap counterparty subject to collateral posting triggers from Moody’s

21



Capital structure

Tranche
National scale

rating
(Moody’s)

Issuance
amount

(R million)

Credit
enhancement

(%)2
WAL1 Legal final

tenor

Expected
maturity

tenor
Coupon JSE

listing Status

A [Aaa.za] [800] 63 2.69 20 years 5 years 3m JIBAR + [●] Listed Offered

B [Aaa.za] [1 000] 13 8.84 20 years 11.75 years 3m JIBAR + [●] Listed Offered

C [Baa3.za] [140] 6 12.37 20 years 12 years 3m JIBAR + [●] Listed Offered

D [Not rated] [80]3 2 12.39 20 years 12 years 3m JIBAR + [●] [Listed] Call Desk

E [Not rated] [40]4 0 12.39 20 years 12 years 3m JIBAR + [●] [Listed] Call Desk

Total [2 060]

1. 15% CPR assumption, zero losses, zero defaults.
2. Subordination, 1% redraw reserve and 2.0% cash reserve(excluding excess spread).
3. Part of proceeds from the issuance of the Class D tranche are used to fund the redraw reserveat [R20 million] at closing.
4. Proceeds from the issuance of the Class E tranche are used to fund the cash reserveat [R40 million] at closing.
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Weighted average life and amortisation profile

Key assumptions for estimated weighted
average life (WAL):

• Portfolio is subject to a constant annual rate of
prepayment

• Portfolio sold to the issuer is [R2 000 million]

• Original outstanding balance of each class of
notes is equal to principal amount based on the
provisional portfolio and capital structure

• There are no delinquent receivables or defaulted
receivables during the life of the transaction

Note: Amortisation and credit enhancement profile based on 15% prepayment.

Prepayment rate 5% 10.0% 15.0% 17.5% 20.0% 25.0%

Class A (WAL in years) 6.97 5.79 2.69 2.11 1.73 1.28

Class B (WAL in years) 14.45 13.27 8.84 7.40 6.31 4.80

Class C (WAL in years) 15.25 14.89 12.37 11.10 9.87 8.10

Class D (WAL in years) 15.25 14.89 12.39 11.14 9.89 8.14
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Provisional pool summary

Total capital balance (30 June 2023) R2 183m

Number of accounts 1,604

WA (weighted average) capital balance R1.36m

Total original loan amount R2 485m

WA original loan amount R1.77m

Total original property valuation amount R2 841m

WA original property valuation amount R2.02m

Total current property valuation amount R3 295m

WA current property valuation amount R2.34m

All statistics are based on a provisional portfolio as at 30 June 2023. The final portfolio is expected to have similar statistical properties.

Development
(Full Title)

0% Development
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Residence
73%

Sectional Title
25%

Property type

Consumer
31%

RMB Private
Bank

2%
FNB Private

Wealth
19%

FNB Private
Clients

48%
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Provisional pool summary (continued)

Largest borrower concentration 0.21%

Number of borrowers 1,598

WA yield Prime - 0.40%

WA current LTV 70.10%

WA original LTV 90.52%

WA original term 238 mo

WA seasoning 39 mo

WA remaining payments 198 mo

WA current PD 0.51%

FNB banked
94%

Non-FNB
banked

6%

Payment method

All statistics are based on a provisional portfolio as at 30 June 2023. The final portfolio is expected to have similar statistical properties.
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Provisional pool summary (continued)

All statistics are based on a provisional portfolio as at 30 June 2023. The final portfolio is expected to have similar statistical properties.
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Transaction timeline and auction details

• Roadshow: 9 – 12 October 2023

• Target price guidance: [tbc]

• Target issuance size: [R2bn]

• Target auction: [14 November 2023]

• Target settlement: [21 November 2023] (T+5)

• Auction will be uniform price sealed bid on issue margin relative to 3-month JIBAR

• Request investors to submit by 11:00am

• Maximum allocation per note/overall

• Spread required per note

• Staggered bids are acceptable

• Allocations will be on tightest spread first – marginal spread pro rated

• Final allocations will be reported to investors by 1:00pm
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Contacts

FIRSTRAND INVESTOR RELATIONS
www.firstrand.co.za

investor.relations@firstrand.co.za

First National Bank (FNB) Rand Merchant Bank FirstRand Group Treasury

Paul Dreyer

(CFO: FNB Private Segment)

Cynthia Heyneke
(Distribution)

T 011 282 1205
cynthia.heyneke@rmb.co.za

Cameron Gough
(Structured Finance Manager)

Dawid Spangenberg

(Head: FNB Retail credit risk)

Kireshan Royan
(Funding and Liquidity)
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Appendix



Main eligibility criteria

Not in arrears for more than 30 days or more than 1 instalment

Not related to vacant land

Current LTV ≤ 100%

Max total outstanding balance per loan <= R5m

Seasoning ≥ 12 months

Not an employee of FRB

Not be subject to an active application for a Further Lending or a Re-advance

Prime-linked

Not been non-performing in last 12 months

Maximum initial maturity of 240 months

Fully amortising loans

Remaining repayment term ≥ 36 months
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Indemnity bond structure

FNB
FirstRand
Mortgage
Company
(Pty) Ltd

Customer
SPV

Home
Loan

Sale of Assets

Indemnity

Limited Guarantee

Limited
Guarantee

Administration
Agreement
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Programme and Transaction Information

PROGRAMME
DOCUMENTATION FLOW

Programme memorandum
• Structural backbone
• General overview of the

programme
• Generic terms and conditions

Applicable transaction
supplement
• Each transaction will have its

own transaction supplement
• Description of the offering
• Eligibility Criteria
• Specific structural features and

priority of payments
• Specific terms and conditions
• Unique investor considerations

Applicable pricing
supplement
• Contains the terms and

conditions of specific note

Credit enhancement
• Credit enhancement for Class A to Class C notes provided by the reserves, note subordination and available excess spread.
• Credit enhancement for Class D note provided by the cash reserve and available excess spread.
• Credit enhancement for Class E note provided by the available excess spread
• Benefits from an estimated average excess spread at closing of roughly 0.4%2

• Structured to pay interest and principal sequentially after payment of senior expenses
• Interest and principal payments on Class C to E notes is subordinated to principal on Class A to Class B notes as per pre-

enforcement order of priority (refer to next slide)
• Any losses due to insufficient cash flows will be subject to the following order:

• Covered by excess spread
• Borne by the subordinated notes in reverse order of seniority

Cash and redraw reserve
• Redraw reserve fully funded at closing from part of the proceeds from Class D notes.
• Cash reserve fully funded at closing from part of the proceeds from Class E notes.
• At inception, redraw reserve requirement and cash reserve requirement is 1% and 2% of the aggregate principal balance

of participating assets on issue date, respectively.
• At each interest payment date, redraw and cash reserve required to be funded up to the following requirement,

respectively:
• 1% and 2% of aggregate principal balance of participating assets respectively on each determination date prior to

such interest payment date
• Subject to a floor of 1% of aggregate principal balance of initial assets
• Cash reserve available to support interest payments on Class A to Class D notes.

Hedging strategy
• Balance-guaranteed interest rate swap between FRB (swap counterparty) and Lehae 1

• Hedge basis risk between prime rate paying assets and JIBAR-paying liabilities
• Swap counterparty will pay 3-month JIBAR on the notional outstanding of the notes and receive a prime-linked

rate from the issuer
• Swap counterparty subject to collateral posting triggers from Moody’s

1. Nominal credit enhancement (CE) excludes excess spread, and includes 2% cash reserve and 1% redraw reserve.
2. Estimated post-swap asset yield less estimated senior expenses, senior note interest expressed as a percentage of

provisional portfolio.
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Portfolio arrears (FNB portfolio)
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Cumulative defaults (FNB portfolio)
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Cumulative recoveries (FNB portfolio)
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Cumulative losses (FNB portfolio)
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Cumulative prepayment (FNB portfolio)
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