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A Message from Jeffrey Chalmers:

"What "type" of borrowers are in today's market? Do you agree?"

CorelLogic Notes Quality of Recent Loan
Originations, Warns of Risks Ahead

In terms of credit risk, the loans originated in the fourth quarter of last year
are among the highest quality mortgages originated since 2001 according to
Corelogic. The company's Housing Credit Index (HCI) compares those loans
with those originated in previous quarters based on borrower credit scores,
and debt-to-income (DTI) and loan-to-value (LTV) ratios. A rising score on
the HCl indicates that new single-family loans have more credit risk than
during the prior period, while a declining HCI means that new originations
have less credit risk.

Figure 1: CoreLogic National Housing Credit Index
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Corelogic found the average credit score for money purchase loans rose 4
points from 733 in the fourth quarter of 2015 to 737 in the fourth quarter of
2016. In Q4 2016, the share of homebuyers with credit scores under 640 was
about one-tenth of those in 2001.

The DTl for homebuyers was unchanged at an average of 36 percentin the
two fourth quarter periods. The share of those with DTIs at or above 43
percent increased slightly from 2001.
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National Average Mortgage Rates

Rate Change  Points
Mortgage News Daily
30 Yr. Fixed 7.51% +0.08 0.00
15 Yr. Fixed 6.90% +0.05 0.00
30 Yr. FHA 6.99% +0.07 0.00
30 Yr. Jumbo 7.67% +0.04 0.00
5/1 ARM 7.55% +0.05 0.00
Freddie Mac
30 Yr. Fixed 7.17% -0.27 0.00
15 Yr. Fixed 6.44% -0.32 0.00
Mortgage Bankers Assoc.
30 Yr. Fixed 7.24% +0.11 0.66
15 Yr. Fixed 6.75% +0.11 0.64
30 Yr. FHA 7.01% +0.11 0.94
30 Yr. Jumbo 7.45% +0.05 0.56
5/1 ARM 6.64% +0.12 0.87
Rates as of: 4/30
Recent Housing Data

Value Change

Mortgage Apps Apr24 196.7 -2.67%
Building Permits Mar 146M -3.95%
Housing Starts Mar 1.32M -13.15%
New Home Sales Mar 693K +4.68%
Pending Home Sales Feb 75.6 +1.75%
Existing Home Sales Feb 3.97M -0.75%

The interest rates provided in this newsletter are national averages from independent data sources. Rate/APR terms may differ from those listed above based on the
creditworthiness of the borrower. All information provided "as is" for informational purposes only, not intended for trading purposes or financial advice.

Read or subscribe to my newsletter online at: http://housingnewsletters.com/clicknfinance
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Value Change
LTV for homebuyers rose slightly year-over-year, from 86.7 percent in the fourth aganker egr?rﬁ)é&@ 87.1in th@,lg;cent 51 +6.25%

quarter, however the share of those with LTVs at or above 95 percent was up by more than a quarter compared with 2001.

Figure 2: Credit Score of Purchase-Money Borrowers: Average and by Percentile

Credit Score of Purchase-Money Loan Borrowers: Average and by Percentile
850 -
800 4
750
700 M
650
600 4
550 1
500 4
R e S S . B B e e e e e S S o S S S B A B S B B = S e e S o e ]
S S S S S S S S S S
g ¢ ¢ ¢ F & & & &F &F F & & F F &
Averag —1gl-Py i SGth-P, i
Source: Corel.ogic Loan Senicing Database ©2017 CoreLogic, Inc. Al rights reserved

Figure 3: Averages of Credit Risk Attributes of Purchase-Money Borrowers
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Frank Nothaft, chief economist for Corelogic, noted the characteristics of mortgage loans closed in the fourth quarter of
2016 had the characteristics that contribute to low default risk. "While our index indicates somewhat less risk than both a
quarter and a year earlier, this partly reflects the large refinance share of fourth-quarter originations. Refinance borrowers
typically have alower LTV and DTl than purchase borrowers."

Nothaft observed that mortgage rates have moved higher since November and are anticipated to rise even further during
2017."Refinance volume will decline with higher mortgage rates, and lenders generally will respond by applying the
flexibility in underwriting guidelines to make loans to harder-to-qualify borrowers. As this occurs, we should observe our
index signaling a gradual increase in default risk. The evolution to a more purchase-dominated lending mix is also likely to
increase fraud risk."
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In addition to loan level information on LTV, DTI, and credit scores, the HCl combines documentation level (full
documentation of a borrower's economic conditions or incomplete levels of documentation, including no documentation),
occupancy (owner-occupied primary residence, second home, or non-owner-occupied investment), and property type
(condominium or co-op). It spans more than 15 years, covers all loan products in both the prime and subprime lending
segments and includes all 50 states and the District of Columbia, permitting peak-to-peak and trough-to-trough business
cycle comparisons across the U.S.

Because Integrity Matters™

Jeffrey has spent the last three decades perfecting an Honest, Open and Transparent (HOT™) loan and closing process that
is laser-focused on enhancing the consumer mortgage experience. By combining old-school, trustworthy customer service
with real-time, mobile-friendly technology, he has successfully built thousands of loyal, raving fans.

Jeffrey Chalmers ‘
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