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National Average Mortgage Rates
A Message from Mark Yecies: 8 gag

"Old #HELOCs become delinquent as they begin to amortize due to
payment shock. #mortgage"

Mortgage Status Can Help Predict
Homeowner Behavior

Delinquencies on home equity lines of credit (HELOCs) have increased on an
annual basis twice in the six months ended in March according to Black

Knight Financial Services. These were the first such increases since June et Enjtd My
2012 and, along with the amortization status of a large number of these loans, Rate Change Points
have occasioned the company to take a look at HELOCs in its June Mortgage Mortgage News Daily
Monitor. 30 Yr. Fixed 6.87% 002 000
HELOCs originated in 2005 comprised about 17 percent of all active HELOCs 15 Yr. Fixed 6.32% -0.01 0.00
at the beginning of 2015, the year in which these loans ended their so-called 30 Yr. FHA 6.33% 0.00 0.00
open periods. Homeowners could no longer draw down on unused portions 30 Yr. Jumbo 7.05% 0.00 0.00
of their open lines of credit and the loans themselves switched from interest 5/1 ARM 6.59% +0.01 0.00
only to fully amortizing loans. The percentage of HELOCs represented by Freddie Mac
2015 loans has subsequently dropped to 13 percent.

30 Yr. Fixed 6.77% -0.09 0.00
HELOC delinquency rates were down in the first three months of 2016 by 19 15 Yr. Fixed 6.05% -0.11 0.00

basis points (bps) compared to the same period in 2015 but the March 2016

. . . Mortgage Bankers Assoc.
rate was 4 bps higher than March 2015. HELOC delinquencies increased by 6

. N i
bps from October 2015 to November and by 8 bps from December to 30 Yr. Fixed 7.00% 0.03 0.60
January. While the increases are small, they stand out in the context of 15 Yr. Fixed 6.63% +0.07 0.61
overall mortgage performance. The decline in first lien delinquencies has 30 Yr. FHA 6.87% -0.03 0.92
remained strong over the last 12 months, averaging a 15 percent year-over- 30 Yr. Jumbo 7.13% +0.02 0.38
year decline. 5/1 ARM 6.22% 016 0.0
Rates as of: 7/23

Recent Housing Data

Value Change
Annual Change in Delinquency Rate
o dLenHELOC  —-- tatLion Margage Mortgage Apps Jul10 206.1 -0.19%
: 24.month trend of slowing mpmver:nemwim annual increases seen in 2 of the past 6 months (blue fing) Bu||d|ng Permits Mar 146M _3.95%
% Housing Starts Mar 1.32M -13.15%
AN~ T \ New Home Sales Mar 693K +4.68%
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G A A O O S A A A A A Existing Home Sales Feb 3.97M -0.75%

Over the same period. 1st lien DQ rate improvement has remained strang (black line)
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Value Change
Builder Confidence Mar 51 +6.25%

Theincrease in past due HELOC payments is being driven almost entirely by the 2005 vintage of loans. Delinquencies there
have spiked by 87 percent and the large numbers of these loans are more noticeably affecting the overall rate for HELOCs.
Black Knight says that up to 8 months ago the improved performance of other vintages had masked the increases in vintages
where the draw period had ended, but over the past 3 years there has been a very consistent 90 to 92 percent increase in
delinquencies in each vintage in the 15 months following this event.

2nd Lien HELOC Delinquency Rates

= All Vintages === All Vintages (2005 Excluded) = -*-*** 2005 Vintage
5%

Draw period expirations in the 2005 vintage accounted for a 30BPS upward pull in the overall
4% 27 Lien HELOC DQ rate over the past 18 months

Delinquency Rate

Excluding the 2005 vintage, DQs are actually down 12% from last year
but when the 2005 vintage is included they are up 2% overall

The 2006 vintage represents 17 percent of active loans and the 2008 vintage another 18 percent so Black Knight says we can
anticipate the trend of increasing delinquencies to continue over the next two years as the open periods for these loans end.
The delinquency rate for loans originated in 2006 has already seen a slight increase, up 5 bps in the first quarter of the year
while in prior years the noticeable rise has occurred in April and May. However, the low interest rate environment can
probably be credited for a higher prepayment rate for the 2006 vintage over the previous 12 months than was seen for 2005
loans and similar activity may be seen for the 2007 vintage as its open period nears an end.

Leveraging both loan-level mortgage performance and multiple listing service (MLS) data, Black Knight also examined the
correlation between mortgage characteristics and the likelihood a property will be listed and/or sold. The chart below

indicates that the share of mortgaged properties listed for sale in March was down 5 percent from the previous March and
22 percent from 2012.
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Share of Mortgaged Properties Listed for Sale (By Payment Status)

CurrentonMig Pmts  WAIl Mortgaged Propetties ™ Non-Curent on Mg Prts (DQ,BK.FC)

Non-Current inventory is a driving factor:

7.7%
Not only is overall non-current inventory down 500K from last year and down 3 million from 2012 but
the share of non-current properties listed for sale has dropped from 7.7% to 3.4% since 2012
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Sources: MeDash loan level data and RPR MLS data. Monthly samples included 16M to 20M loans per month where MLS data was available for review. Non-Current inventories
do not include REQ properties or post foreclosure redemptions

Borrowers who are behind in their mortgage payments are over twice as likely to list their properties for sale than those who
are current. As of March the overall non-current inventory is down 500,000 from a year earlier and down 3 million from
March 2012. Moreover, the share of non-current mortgaged properties listed has declined from 7.7 percent four years ago
to 3.4 percent. Declines in non-current inventory and non-current listing share have been a driving factor in the overall
decline in mortgaged properties listed for sale.

Black Knight says the share of borrowers that are current on their mortgages and have those properties listed for saleis
relatively flat compared to last year and up 10 percent from 2012, "but that increase hasn't been enough to overcome the
decline in non-current listings, contributing to a further tightening of inventory."

Black Knight Data & Analytics Senior Vice President Ben Graboske pointed out that past-due status is not the only mortgage-
related explanation for the tight inventories. "People with adjustable-rate mortgages are more likely to list their homes than
those with fixed rates, which is hardly surprising given that buyers often choose ARMs when they plan to stay in their homes
for less time. Interestingly, borrowers with low fixed interest rates - 4.25 percent or below - are less likely to put their homes
on the market than those with higher rates. This is something to keep an eye on if and when interest rates begin to rise.
Should the trend hold true, rising interest rates could put an even greater strain on an already tight housing inventory."

The Monitor also looked at the percentage of cash sales by home price tier. Cash sales have declined nationwide as the
inventory of distressed properties has dried up. Cash sales represented 45 percent of home purchase transactionsin 2011
and 35 percent in the first quarter of this year and declined by 2 percentage points over the previous year. The current level
is still well above the pre-crash Q1 level of 25 percent in 2005 through 2007.

The Monitor says there is a clear disparity in cash sales by home price tier. Sales of homes in the top 20 percent by value had a
cash sales rate of 30 percent while those in the lowest 20 percent tier were 62 percent all-cash. This disproportionate share
(the next lowest tier has only a 35 percent share) is down from 75 percent at the bottom of the housing market but is still
historically high.
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Cash Share of Home Purchases by Price Tier
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Graboske commented, "The prevalence of cash sales at the low end of the market can likely be chalked up to two primary
factors. First, negative equity is still higher than average among this segment of the market, resulting in increased distressed
discounts for buyers. Second, lower-priced homes simply require less capital to purchase outright, making cash sales
possible for more people."

However, the disparity between the high and low tiers in the proportion of cash sales doesn't always hold. Black Knight
reports that there were 9 Core Based Statistical Areas with at least 2000 recorded home sales in which there was a larger
share of cash sales at the high end than at the low. Seven of these were in California.

This suggests, the report continues, that rather than buying distressed or low priced properties at a discount, buyers in these
markets are likely using cash as an advantage in hotter markets. For example, in San Francisco prices are now 13 percent
above the 2006 and homes in the highest price tier are 27 percent higher. Cash sales represent 28 percent of the top tier and
25 percent of the bottom tier. In Salinas the 50 percent share of high priced homes paid for in cash is twice the percentage at
the bottom.
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