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Loan Trading:  Recreation Vehicle Performance Update                                           

March 4, 2020 
Performance Themes:  

• Prepayments remain relatively muted and stable – averaging 10.4%  
• RV shipments declined significantly in 2019 but still 4th highest year by volume; 2020 showing early growth 
• RV delinquencies and charge offs are highly correlated with credit scores, still not so by LTV 
• Loss given default is averaging 48% for RVs compared to 30% for autos 
• RV Spreads (coupon minus 4-year Treasuries) increased dramatically in 2018 and 2019, but plateaued recently  
• Despite an increase in charge offs, RV participations continue to provide greater spread as compared to autos 

           

Vining Sparks Loan Trading continues to trade a large number of recreation vehicle loan participations.  We receive monthly 
performance reports on over $600mm of RV balances.  We have seen a slowdown in production in recent quarters and this 
has also been seen across the broader industry – see charts below.  Although shipments have increased by nearly 150% 
over the last 10 years, 2019 showed a decline in shipments by 16%.  This decline has reversed in 2020, with total RV 
shipments growing by 29% in January. This growth was driven by towable RV’s which make up nearly 90% of the total RV 
market. In December, the RV Industry Association projected shipments to only fall by a total of 3.9% in 2020 but it is 
unclear if this early growth is a sign of a rebound.  Growth has declined from 2017 peaks, but total shipments in 2019 
(406,070) was the fourth highest year by volume on record.  You can see in the chart on the right below, the decline in 
shipments began to slow after reaching lows in January 2019, and now is back into positive territory YoY. Growth may have 
cooled off over the last two years, but there appear to continue to be opportunities to grow your RV loan portfolio.  
 

  
 

Credit Composition of Participations Sold  
The RV loans have a strong credit profile with the average credit score increasing from 741 in August 2015 to 749 currently 
– this continues to be stable over the last year.  This compares favorably to the average auto FICO of 734.  As you can see in 
the table below, over 90% of the RV loans versus only 77% of auto loans sold have a credit score of 680 or higher. This 
strong credit profile appears to be due to strong borrower demographics/credit profile in the RV space, our customers’ 
originations focusing on the higher credit tiers, and screening done by VS Loan Trading. The average balance of the 
recreation vehicles is just over $37,000, which further illustrates that the majority of recreation vehicle loans in the pools 
continue to be pull-behinds, class C motorhomes and fifth-wheels, as opposed to high-end motorhomes.  One other 
difference we noticed between autos and RVs is that there is not an increasing LTV as FICO declines for RVs like we see in 
autos.  We continue to monitor this factor as this may be affecting the lack of correlation of LTV to charge offs for RVs.   
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Greater than 760 42.18%     182           169     12     4.671    799  89.16 69%        2.9 35.16%       75             64     11     3.521    802     96.58 44%        3.2 
720 - 760 25.48%     183           171     12     5.089    740  92.27 70%        2.6 19.60%       77             66     11     4.011    740  102.34 41%        3.3 
680 - 720 23.53%     176           165     11     5.802    703  91.21 72%        2.8 22.52%       77             67     11     4.731    700  103.97 39%        3.3 
640 - 680 7.69%     160           149     11     7.764    665  90.09 66%        2.8 16.51%       76             65     11     6.392    662  105.07 37%        3.6 
600 - 640 1.12%     156           144     12     9.349    626  86.82 66%        2.4 5.44%       72             63       9     9.403    624  104.25 26%        4.2 
Less than 600 0.00%       60             54       6     5.490    591  87.68 100%        1.0 0.01%       73             55     18   17.108    557     93.22 17%        5.0 
Total 100.00%     178           167     12     5.339    749  99.54 69%        2.8 100.00%       76             65     11     4.693    734  102.21 40%        3.4 

RV Auto



2 
 
Prepayments  
Prepayments in full have generally ranged between 5% 
and 15% per annum and have averaged 10.4%.  This 
level is significantly slower than autos, which average 
just over 17.5%.  We continue to not see a significant a 
ramp in prepayment speeds compared to autos.  We 
will continue to test for and monitor factors driving 
prepayment performance as volatility in prepayment 
speeds can significantly impact realized yields. That 
being said, as seen in the weighted averages provided 
in the chart on the right, in almost every period auto 
prepayments continue to increase month over month 
while RV prepayments are significantly more stable 
around 10% and do not drive the running weighted 
average higher as the loan seasons.   

 
In the chart below, we analyzed the effect seasonality 
has on prepay rates.  Like autos, December is the 
slowest month and the prepayment speed slowly picks 
up as you move out of winter and into spring.  
Prepayment peaks in the summer months and then 
begin to decrease as you move into fall – similar to the 
auto seasonality.  The magnitude of the differential 
between the months – July is 2.0x December - is an 
important factor to keep in mind when purchasing RV 
participations and has proven to be similar to when RV 
pools are most actively marketed – when production is 
highest and sellers are in need of liquidity or 
concentration relief.  On the same chart, we have also 
provided the delinquency trends for RVs.  Similar to 
what we see for autos, RVs tend to have the highest delinquencies in winter months – when prepayments are slowest – 
and lowest delinquencies in summer.   

 
In addition, we have also provided the prepay rate by term of the loan and as can been seen in the chart below, the shorter 
the term, the faster the prepayment speed.  10-year loans are paying similar to autos while longer term loans are paying 
significantly slower.  This prepayment speed differential should continue to be monitored as longer-term loans become 
more common and should be coupled with the differing loss experiences we have seen by term – detailed further below.  
Given the slower prepayments, but higher charge off levels, originators and investors should take this trade-off into 
consideration when evaluating whether to produce (originators) or purchase (investors).    

  
Delinquency 
Since delinquent loans are screened out of our pools at closing, the percentage of loans delinquent (greater than 30 DPD) is 
very small for the first several months.  There is traditionally an increase in delinquencies until around the 24th month and 
then a levelling off in delinquency rates – once normalization occurs. For autos, delinquencies tend to increase beyond 
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normalization as the lower remaining loan balances helps 
drive the uptick in delinquency rates, but for RVs we have 
seen delinquencies remain relatively flat – likely due to the 
larger remaining balance.  For comparison purposes, 
delinquencies are displayed for both RVs as well as autos.  
As seen in the chart, RV delinquencies have trended better 
than auto delinquencies in all periods and tend to range 
between 1.00% and 1.50% once normalization occurs – 
lower than the 2.00% range autos tend to settle.  Autos also 
tend to continue to increase the more a pool seasons 
whereas RVs have stayed in a tight range.   

 
 
We have previously highlighted the importance FICO plays in predicting RV and Auto delinquency. In the charts below, we 
have added another layer to credit score, which in tandem helps develop a more thorough credit profile.  The charts below 
stratify delinquencies by original loan to value ratios and FICO bands.  For RVs, we see some increase in delinquency for the 
highest LTV and lowest FICO bands, but the results are not as consistent as we see for autos – see chart below and right.  
We will continue to monitor this factor as we get more performance information to ensure we stay abreast of the particular 
drivers of performance – especially considering how strong of a driver LTV has been found to be for autos.  We continue to 
see a lot of institutions implementing “breakers” in their underwriting where they won’t lend beyond a certain LTV for 
lower rated credits, which, can serve as a good risk reduction tool.  As we get more performance history, RVs may end up 
showing similar drivers of performance or they may remain primarily FICO driven.   
 

    
 
 
Price/Yield 
These RV participations have all been ‘Prime’ 
(majority of FICO >680) pools and were priced to 
provide attractive yields as compared to alternative 
investments.  The variability in the yields has largely 
been driven by market rates, the remaining term on 
the pool, relative credit quality as well as 
supply/demand conditions at the time of offering.  
See chart on the right for realized net yields on 
pools of RV (Blue) and Auto (Red) loans.  Yield 
expectations for RV participations have decreased 
in order to continue to achieve an appropriate 
spread in a falling rate environment.  Finally, RV 
pools continue to compare favorably to products 
such as 15-year mortgage loans.   
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At the end of 2018, we noted the 4-year Treasury had increased more than 250bp from the all-time lows in 2012.  Last year, 
the 4-year decreased significantly and finished the year only up by 120bp from the lows in 2012.  So far in 2020, this trend 
has continued, with the 4-year CMT declining 35bp from highs in January - and continues to fall.  Our rate write-ups have 
focused heavily on the declining spread between auto coupons and the 2-year Treasury – these numbers have rebounded 
in the last couple of quarters.  Auto spreads (average coupon minus 2-year Treasuries) have declined from a high of nearly 
500bp in 2012 to a low of 240bp in 2018 and are back up to 410bp today.  RV spreads to the 4-year Treasury, in contrast, 
stayed relatively constant through the middle of 2018 at around 350bp, but over the last year it increased significantly to 
nearly 500bp before declining to the slightly lower levels seen today.  Some of the more recent quarters may be affected by 
sample size, but we’ll monitor this decline in rates/spread seen in the RV space to see if it is being driven by competition or 
whether it smooths out as we receive more data.   
 

  
 

In the two charts below, we have also provided the historical spread between Treasuries and the average auto and RV rate 
by credit band over time.  Unlike autos which have had declining spreads for all credit bands (until the beginning of 2019), 
RV spreads, regardless of credit band, have been relatively stable and have increased significantly in the last year plus.   
 

   
 
Probability of Default and Loss Given Default 
Probability of default is fairly linear and increases as credit score decreases.  The weighted average probability of default for 
autos and RVs are similar – 2.20% vs. 2.41% respectively – see chart below on the left. This takes into account the higher 
average credit scores that exist in most RV pools and this serves to somewhat offset the higher levels of loss given default 
being experienced on RVs.  One key difference is RV’s experience higher default rates at the upper end of the credit 
spectrum (750+ credit scores) as compared to autos.   

 
As seen in the chart below on the right, loss given default in RVs is significantly higher than what we have seen in autos – 
48.1% vs. 29.7% - but are fairly consistent regardless of credit score which is contrast to autos that are more correlated to 
credit scores.  This matters from a loss projection standpoint because despite overall similar probability of default levels on 
RV pools compared to autos, if the loss given default is elevated, it drives the ultimate loss experience range higher than 
autos – 0.60 – 0.70% annualized.  Some of the higher levels of loss given default for RVs can be attributed to the less liquid 
market for RVs at auction as well as the wider spread between retail and wholesale values.   
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Charge Offs   
The chart to the right plots the charge-off 
performance of Vining Sparks sold and monitored 
RV and auto pools.  The chart reflects annualized 
charge-offs relative to months since pool closing. 
There is an upward sloping trend as you move out 
from closing, with incremental increases in 
charge-offs diminishing as the pools age.  RV 
loans, thus far, are charging off around 10 – 20 bp 
higher than auto loans across the entire loss 
curve.  As noted above, because RV loans have a 
similar probability of default level as autos, the 
higher charge off rate is mostly driven by higher 
loss given default.   Net Charge Offs have ranged 
between 0.00% and 1.17% annualized and have 
averaged 0.61% for pools that have seasoned at 
least 12 months.  Net charge offs to date have 
trended higher in recent quarters and current expectations are for 0.60 – 0.70% annualized.  

 
The charts below plot the trendline and +/- two standard deviations for annualized net charge offs.  As can be seen, the 
volatility of losses is higher for RVs.  Some of this may be due to the smaller sample size and some of this may be due to the 
higher balances and elevated loss given defaults being experienced when compared to autos.   

 

    
 
Migration  
One unexpected development in our data is we have found that RV and auto loans exhibit very similar probability of default 
metrics.  However, as we demonstrated in a previous chart, RV loans have lower delinquency levels in every period.  The 
disconnect between lower delinquency levels paired with nearly identical probability of default led us to investigate the 
delinquency migration characteristics between the two collateral types.  
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The chart on the right assesses the probability of a 
loan charging off by the days past due.  As expected, 
the higher the days past due, the higher the 
probability that the loan will ultimately charge off.  
There continue to be very small differences in the 
probabilities of migration between the different 
credit bands – we provided the probabilities for the 
highest and lowest bands as examples. This is likely 
the result of life events driving the borrower’s ability 
to cure the delinquency and less about the 
borrower’s historical credit score and past 
performance.   The most notable difference is that 
for all levels of credit and delinquency, RV loans are 
more likely to migrate further into delinquency than 
auto loans.  In summary, despite delinquency levels 
being better for RVs versus autos (see chart above), when an RV loan goes delinquent, the likelihood that an RV borrower is 
going to find a way to get current and prevent repossession is significantly lower than it is for auto borrowers.   

 
More on Charge Off Drivers 
We continue to analyze the driving factors behind RV defaults in a study similar to our previously published auto analysis.  
Although several are still works in process, we have provided a few of the more interesting charts below for consideration.  
Below are a few charts comparing the charge off levels between RV and auto loans at a more granular level by FICO (below 
left) and LTV (below right).  Even at a granular level, RV losses are correlated with FICO and not correlated with LTV.   
 

    
We are also closely monitoring the magnitude of the resulting charge off levels by credit score bands as compared to autos 
(below left) as well as monitoring model age (below right) and its contribution to losses experienced.  We will continue to 
monitor these factors and incorporate them into our models as we craft pools going forward.      
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In summary, RV participations placed through Vining Sparks Loan Trading have provided participants with an attractive 
spread and a strong credit profile for many of our clients.  Please contact your Account Rep or Vining Sparks Loan Trading to 
discuss in more detail.  We would welcome the opportunity to assist you in evaluating participation alternatives.   
 
 
David Visinsky                    Greg Roll, CFA             Stephen Zambetti, CFA        Ross Coleman 
SVP & Director, Loan Trading      SVP, Loan Trading             Senior Analyst, Loan Trading        Analyst, Loan Trading 
901-766-3381                                 901-766-3096             901-762-5848         901-766-6359 
dvisinsky@viningsparks.com       groll@viningsparks.com      szambetti@viningsparks.com      hcoleman@viningsparks.com  
 
 
 
 
 
 
INTENDED FOR INSTITUTIONAL INVESTORS ONLY.  The information included herein has been obtained from sources deemed reliable, 
but it is not in any way guaranteed, and it, together with any opinions expressed, is subject to change at any time.  Any and all details 
offered in this publication are preliminary and are therefore subject to change at any time.  This has been prepared for general 
information purposes only and does not consider the specific investment objectives, financial situation and particular needs of any 
individual or institution.  This information is, by its very nature, incomplete and specifically lacks information critical to making final 
investment decisions.  Investors should seek financial advice as to the appropriateness of investing in any securities or investment 
strategies mentioned or recommended.  The accuracy of the financial projections is dependent on the occurrence of future events 
which cannot be assured; therefore, the actual results achieved during the projection period may vary from the projections.  Interest 
rate swaps and derivatives are offered and sold via Vining Sparks Interest Rate Products, LLC (VSIRP).  VSIRP is an independent operating 
entity and is not a subsidiary of Vining Sparks IBG, LP. VSIRP is not a broker/dealer registered with the SEC.  The firm may have 
positions, long or short, in any or all securities mentioned.  Vining Sparks is a member FINRA/SIPC. 
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