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Cash-out Refinances at Seven-Year High National Average Mortgage Rates

Even as the share of originations going for refinancing began to flagin the
fourth quarter of 2015 the cash-out share of those refinancing increased.
Freddie Mac said that transactions in which the new mortgage exceeded the
old by 5 percent or more made up 43 percent of all refinances done during
the quarter, up from 39 percent in the previous quarter and 28 percent a year
earlier. It was the highest cash out share since 2008.

Freddie Mac funded $76 billion in mortgage loans during the fourth quarter,
down from $94 billion in the third quarter. In both quarters refinancing :
represented about 50 percent of that volume, $38 billion in the fourth Oct 23 Dec 2%  Feb24  May 24

quarter and $46 billion in the third. In the first two quarters the refinance Rate  Change  Points
share was over 60 percent. Mortgage News Daily
Prior to the housing crisis an average of 64 percent of refinances included a 30 Yr. Fixed 6.87% -0.02 0.00
cash out component, peaking at 89 percent in 2006. After the crash the share 15 Yr. Fixed 6.32% -0.01 0.00
plummeted, hitting 12 percent in the second quarter of 2012. It didn't climb 30 Yr. FHA 6.33% 0.00 0.00
above 20 percent for the next two years. 30 Yr. Jumbo 7.05% 0.00 0.00
5/1 ARM 6.59% +0.01 0.00
Freddie Mac
Hger Lonn sl 30 Yr. Fixed 6.77% -0.09 0.00
p— Recession 15 Yr. Fixed 6.05% -0.11 0.00
90% Mortgage Bankers Assoc.
80% 30 Yr. Fixed 7.00% -0.03 0.60
70% 15 Yr. Fixed 6.63% +0.07 0.61
i 30 Yr. FHA 6.87% 003 092
:E:: 30 Yr. Jumbo 7.13% +0.02 0.38
30% 5/1 ARM 6.22% -0.16 0.60
20% Rates as of: 7/23
10% Recent Housing Data
0% Value Change
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Mortgage Apps Jul10 206.1 -0.19%
Source: Freddie Mac fourth quarter Refinance Report. *Higher Loan Amount” refers to loan amounts that were - .
at least 5 percent greater than the amortized unpaid principal batance (UPB) of the original loan Building Permits Mar 1.46M -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%
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Value Change
There is a definite cycle to cash-out refinancing. Simple math dictates that the per%%e@&{fggaegces they reRresentsy L4059

increases during periods when rates are stable or ascending because the overall rate of refinancing declines. Consequently
the ratio of new to old mortgage rates is also higher, in some periods exceeding 1:1, as withdrawing equity becomes a more
important driver of refinancing than an improvement in rates.

High cash out periods also correlate strongly with higher home appreciation rates between the existing and new mortgage
and a shorter time span during which the old mortgage was in place. Over the years Freddie Mac has tracked the data the
median age of the existing loan at refinance averaged 3.85 years. Since 2013 the median has exceeded 6 years and was 6.27
years in the most recent quarter.

Borrowers who refinanced during the fourth quarter cut their interest rate by 110 basis points on average, a 23 percent
reduction. This is high by historical standards; the average rate reduction is 13 percent and during 2006 and 2007 when 83
to 87 percent of refinances had a cash-out component the average rate actually increased by 5 percent.

Median Ratio of New to Old Rate
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Source: Freddie Mac fourth quarter Refinance Report. Ratio of new to old rafe refers to the ratio of the interest rate of the
new loan to the interest rate of the refinanced loan. Refinanced loans with adjustable-rate products are excluded.

Prior to the fourth quarter of 2009 the median appreciation during the life of the existing loan was never negative, averaging
16 percent median growth. Then appreciation declined for 19 straight quarters, dropping into negative territory in 2010 and
staying there until 2014. Appreciation has been positive for five consecutive quarters and climbed to 7 percent in the most
recent quarter.
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Median Appreciation of Refinanced Property
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Source: Freddie Mac fourth quarter Refinance Report.

Borrowers who refinanced in the fourth quarter overwhelmingly, by 95 percent, chose fixed rate loans. Only 17 percent of
those with hybrid adjustable rate mortgages refinanced into another hybrid.

Expert advice, exceptional customer service

| am a seasoned Mortgage Broker with over 20 years of experience and a proven track record of closing loans in a timely
manner. My goal is to provide clients throughout California with the best possible financing solutions by leveraging my
experience and extensive network of lending partners. My professional background includes managerial positions at
EarthLink and Mattel.

Previously | was a professional musician in Los Angeles having worked on numerous studio sessions and with Doc
Severinsen and The Tonight Show Band. | have an MBA from the University of Southern California and a Bachelor’s Degree
from the Eastman School of Music in Rochester, NY.
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