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under US$3 Billion Mortgage-Backed Securitisation Programme
Main features of the HK$2 billion MBS issue

	Class
	Amount
	Credit Rating
	Maturity Date
	Coupon
	Principal Repayment

	Class A-1
	HK$300 million
	Aaa/AAA
	December 2007
	4.07% p.a.,

payable quarterly

	Bullet

	Class A-2
	HK$740 million
	Aaa/AAA
	December 2009
	4.18% p.a.,

payable quarterly

	Bullet

	Class A-3 
	HK$700 million
	Aaa/AAA
	December 2011
	4.28% p.a.,

payable quarterly

	Bullet

	Class B
	HK$260 million
	Aaa/AA
	October 2017
	1-month HIBOR + 0.18% p.a., payable monthly
	Pass-through
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Summary of Terms and Conditions

	Issuer
	:
	Bauhinia MBS Limited



	Issue Series
	:
	Series 2006-1



	Issue Type
	:
	Un-guaranteed Mortgage-backed Fixed Rate Notes and Guaranteed Mortgage-backed Floating Rate Notes



	Collateral
	:
	Mortgage loans secured by the first legal charge over certain residential properties purchased by the Hong Kong Mortgage Corporation from the Hong Kong Housing Authority (the “Mortgages”)



	Seller and Master Servicer of Mortgages


	:
	The Hong Kong Mortgage Corporation Limited (HKMC)



	Issue Size
	:
	HK$2,000,000,000 in total divided into:

	
	
	Class A-1 Notes
	HK$300,000,000

	
	
	Class A-2 Notes
	HK$740,000,000

	
	
	Class A-3 Notes
	HK$700,000,000

	
	
	Class B Notes
	HK$260,000,000



	Issue price
	:
	Par (100.00%)


	

	Interest Rate
	:
	Class A-1 Notes
	4.07% p.a., payable quarterly

	
	
	Class A-2 Notes
	4.18% p.a., payable quarterly

	
	
	Class A-3 Notes
	4.28% p.a., payable quarterly

	
	
	Class B Notes
	1-month HIBOR + 0.18% p.a., payable monthly




	Notes Rating
	:
	Class A Notes
	Moody’s: Aaa

Standard & Poor’s: AAA

	
	
	Class B Notes
	Moody’s: Aaa

Standard & Poor’s: AA



	Guarantor (for Class B Notes only)


	:
	HKMC



	Guarantor’s Local

Currency Ratings
	:
	Moody’s: Aaa

Standard & Poor’s: AA



	Guarantee

	:
	Class B Notes will be guaranteed by the Guarantor (HKMC) for the payment of MBS interest and principal when contractually due.




	Notes Ranking
	:
	The Class A-1 Notes, Class A-2 and Class A-3 Notes rank pari passu for payments of interest and principal. The Class B Notes is subordinated to the Class A-1 Notes, Class A-2 Notes and Class A-3 Notes for payments of interest and principal.



	Principal Repayment
	:
	Principal will be repaid to the holders of Class A Notes as set out below:

	
	
	Class A-1 Notes

Class A-2 Notes

Class A-3 Notes
	6 December 2007

6 December 2009

6 December 2011

	
	
	Any excess principal repayment from the mortgage loans will be used to repay Class B Notes after meeting certain conditions.



	Issue Date
	:
	29 November 2006



	Legal Final Maturity
	:
	Class A-1 Notes

Class A-2 Notes

Class A-3 Notes

Class B Notes


	6 December 2007

6 December 2009

6 December 2011

6 October 2017, unless previously redeemed in full


	Issuer’s Clean-Up Call
	:
	The Issuer may fully redeem the outstanding Class B Notes on any monthly MBS Payment Date on the earlier occurrence of either the following events: (i) when the outstanding mortgage pool balance is 10% or less than the initial mortgage pool amount or (ii) the first Payment Date falling on or after 6 April 2013.

The Issuer’s Clean-Up Call may not be exercised prior to the payment in full of all amounts due under the Class A Notes.



	Tenor
	:
	Class A-1 Notes

Class A-2 Notes

Class A-3 Notes


	1 year

3 years

5 years

	
	
	For Class B Notes, the estimated weighted average life is 6.05 years, taking due consideration of scheduled monthly mortgage repayments, unscheduled full and/or partial mortgage prepayments with assumed constant prepayment rate (CPR) of 4.18% and the Issuer’s Clean-Up Call.



	Liquidity Facility Provider

	:
	HKMC



	Arranger, Lead Manager and Bookrunner


	:
	HSBC



	Co-Lead Managers 
	:
	DZ BANK AG, Hong Kong Branch
ICBC (Asia)
BMO Capital Markets Corp


	Co-Managers


	:
	ANZ Investment Bank

Commonwealth Bank of Australia



	Notes & Security 

Trustees and Paying Agent


	:
	HSBC

	Clearing / Settlement
	:
	Central Moneymarkets Unit (CMU)
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Major Characteristics of the Underlying Mortgage Pool

	
	Provisional Pool Information

	Number of Mortgages
	

5,415

	Aggregate Outstanding Principal Balance
	
HK$
2,000,152,273

	Average Outstanding Principal Balance
	
HK$
369,373

	Maximum Outstanding Principal Balance
	
HK$
512,776

	Minimum Outstanding Principal Balance
	
HK$
44,638

	Maximum remaining term to maturity (in months)
	

131

	Minimum remaining term to maturity (in months)
	

12

	Weighted average original term to maturity (in months)
	

158

	Weighted average remaining term to maturity (in months)
	

87
























































HK$700,000,000


Class A-3





Interest Rate: 4.28% p.a.








HK$260,000,000


Class B





Interest Rate: 1-month HIBOR + 0.18% p.a.








HKMC


 


 HKMC (Guarantor) to provide guarantee for the MBS principal and interest on Class B Notes





HK$740,000,000


Class A-2





Interest Rate: 4.18% p.a.


	





HK$300,000,000


Class A-1





Interest Rate: 4.07% p.a.





Bauhinia MBS Limited (Issuer)





The Issuer issues MBS Notes in series to institutional investors 








HK$2,000,000,000


Series 2006-1 MBS Notes





The Hong Kong Mortgage Corporation Limited (HKMC)





HKMC sells the Mortgage loans purchased from the Hong Kong Housing Authority to the Issuer












