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Freddie Mac Won't Need Taxpayer Help National Average Mortgage Rates
After All 30 Year ?'-:: :F~a
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Despite speculation that it might require a Treasury draw after its first
quarter financial loss, Freddie Mac reported on Tuesday it had net income of
$1.0 billion in the second quarter of 2016 and Comprehensive Income of $1.1
billion. The company said its second quarter results were significantly less
affected by market-related items than were results for the first quarter of
2016.

The company lost $354 million net and a $200 million comprehensive in the
first quarter, the first time in four years it had failed to show a profit. While it
did not pay a dividend to the U.S. Treasury for the quarter it also did not
require adraw. Mortgage News Daily

30 Yr. Fixed 6.89% 0.00 0.00
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Rate Change Points

Based on the profit in the most recent quarter Freddie Mac it will pay a

15 Yr. Fixed 6.33% +0.01 0.00
dividend of $933 million to the U.S. Treasury. Under the terms of the Senior oo
Preferred Stock Purchase Agreement with the Department, all profits above 30 Yr. FHA 6.33% +0.01 0.00
a steadily diminishing buffer must be swept to Treasury each quarter. 30 Yr. Jumbo 7.05% 0.00 0.00

5/1 ARM 6.58% 0.00 0.00
Net interest income was $3.44 billion in the second quarter compared to Freddie Mac
$3.40 billion in the first. This increase primarily reflects an increase in

T o,

guarantee fee income. That income from the single-family guarantee 30 Yr. Fixed 6.77% -0.09 0.00
segment was $1.50 billion compared to $1.29 billion in the first quarter and 15 Yr. Fixed 6.05% -0.11 0.00
in the multi-family segment it rose by $16 million to $216 million. The single- Mortgage Bankers Assoc.
family §egment WE.\S uP du.e to higher amortiz.ation of fjpfront fees resu.lting 30 Yr. Fixed 7.00% -0.03 0.60
from higher loan liquidations. The quarterly increase in guarantee fee income .
. . . . . . 15 Yr. Fixed 6.63% +0.07 0.61
in the multi-family sector primarily reflects higher average guarantee
portfolio balances as a result of ongoing issuances of K-Deals. Increasing 30 Yr. FHA 6.87% -0.03 0.92
interest income was partially offset by $2.06 billion in derivative losses, but 30 Yr. Jumbo 7.13% +0.02 0.38
this was less than half the $4.56 billion loss in the first quarter. 5/1 ARM 6.22% -0.16 0.60

. . L. Rates as of: 7/22
Benefit for credit losses was $775 million for the second quarter of 2016, an

increase of $308 million from the first quarter of 2016. The increase Recent Housing Data
primarily reflects the reclassification of certain seriously delinquent single- Value Change
family loans from held-for-investment to held-for-sale to support the sale of Mortgage Apps Jul10 206.1 -0.19%
such loans, as the company continues to focus on reducing the balance of less Building Permits Mar 146M  -3.95%
liquid assets in its mortgage-related investments portfolio. .

Housing Starts Mar 1.32M -13.15%
The company said it had provided approximately $103 billion in liquidity to New Home Sales Mar 693K +4.68%
the market in the second quarter of 2016. During this period it funded Pending Home Sales Feb 75.6 +1.75%
392,000 mortgages on single family homes, 210,000 of which were Existing Home Sales Feb 3.97M  -0.75%

refinances and financed more than 148,000 multifamily rental units.
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Value Change
The share of loans in Freddie Mac's portfolio that were acquired post-2008 is now é&ﬂg{;@%ﬁl&ding HARR,Iapd othgii +6'25g%
relief refinance loans. The legacy book of business accounts for only 14 percent of the portfolio. The serious delinquency
rate was 1.08 percent at the end of the quarter, down from 1.20 percent at the end of the first quarter and the lowest since
August 2008.

Despite the declining delinquency rate there remains a degree of distress in the housing market and Freddie Mac completed
approximately 17,000 single-family loan workouts during the quarter.

The $933 dividend obligation to Treasury which will be paid in September 2016 is based on the company's net worth of $2.1
billion at June 30, 2016, less the 2016 capital reserve amount of $1.2 billion. After payment of the September dividend
Freddie Mac will have paid $99.1 billion to Treasury, $27.8 billion more than the cumulative cash draws taken after the
company was placed in federal conservatorship in August 2008. Freddie Mac has not required a Treasury draw in over four
years. The payment of dividends does not reduce the outstanding liquidation preference under the Purchase Agreement and
Treasury still maintains a liquidation preference of $72.3 billion on the company's senior preferred stock as of June 30, 2016.
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Update: Buyer Broker Agreement

After requests from real estate companies, a nonprofit consumer watchdog group the Consumer Federation of America has
developed a list of factors to consider when creating a buyer contract in preparation for upcoming practice changes in the
industry.

CFA released its “Proposed Criteria for Evaluating Home Buyer Contract Forms” on Tuesday. The 15 criteria focus on the
contracts’ form — whether the documents are readable and understandable — and content — whether they are fair to
homebuyers.

-the document’s expiration date (CFA recommends buyers asks for a three-month contract and never sign one longer than
six months)

-the right to terminate the contract

-the disclosure that compensation is negotiable

-the broker’s compensation clearly stated and that the buyer broker can’t receive additional compensation for facilitating a
sale

-that any additional fees, such as for showing a home, will be deducted from the broker’s commission if there is a successful
sale

-that the commission is due only if there is a successful closing

-that buyers have an obligation — for no longer than 60 days, CFA recommends — to pay a broker who earlier showed them
a home they purchased after the contract ended

-seller concessions paid directly to buyers

-dual agency not pre-approved by the contract

-an explanation of how a broker treats different buyer clients interested in the same property

-that buyers should not be required to first go through mediation or arbitration if they have a complaint

Contact me for more information. 702-303-0243 or TPayne@loandepot.com

We are adirect nationwide lender.
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