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National Average Mortgage Rates

A Message from Jeffrey Chalmers:
"The market may be setting the table for 2017 sales records."

2016 Originations Set Four-Year High

A strong fourth quarter helped push mortgage originations for the whole of
2016 to the highest level in four years. Black Knight's Mortgage Monitor
reports that total first lien originations rose 17 percent over originations in
2015 to $2.1 trillion. Refinancing volume was up 22 percent over the 12-

month period and purchase mortgage originations increased by 13 percent. wa._: - o e e
It was the second straight year in which the percentage of purchase Rate  Change  Points
originations rose by double digits. The total of $1.1 trillion in purchase Mortgage News Daily
mortgages was the highest since 2006, but fell 28 percent short of the peakin 30 Yr. Fixed 7.09% +0.07 0.00
such mortgages which was reached by originations in 2005. 15 Yr. Fixed 6.56% +0.03 0.00
Refinancing totaled more than $1 trillion as well, and was the highest annual 30 Yr. FHA 6.62% +0.07 0.00
volume since 2013. In the fourth quarter alone the refinancing totaled $300 30 Yr. Jumbo 7.35% +0.04 0.00
billion, a 58 percent increase over refinances in the fourth quarter of 2015. 5/1 ARM 7.30% +0.06 0.00
Just under half of all originations during 2016 were refinances. Freddie Mac
30 Yr. Fixed 7.02% -0.42 0.00
15 Yr. Fixed 6.28% -0.48 0.00
First Lien Mortgage Origination Volumes by Year Mortgage Bankers Assoc.
wone e 30 Yr. Fixed 7.08% -0.10 0.63
15 Yr. Fixed 6.61% +0.01 0.65
B e hest tta oo of any year Sce 2007 30 Yr. FHA 6.89% -0.03 0.94
e 30 Yr. Jumbo 7.22% -0.09 0.58
5/1 ARM 6.56% -0.04 0.66
e Rates as of: 5/17
Recent Housing Data
Value Change
stome Mortgage Apps May 15 198.1 +0.51%
Building Permits Mar 1.46M -3.95%
- Housing Starts Mar 1.32M -13.15%
RERE R R R RRE R RRE R REE R 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
Black Knight Data & Analytics Executive Vice President Ben Graboske said, "A strog&&qr&hrﬁw& finish to tpﬁyear 51 +6.25%
pushed total 2016 origination volumes to the highest level seen in nine years. We've now seen nine consecutive quarters of
double-digit purchase origination growth, and growth overall in the purchase market in 21 of the past 22 quarters."

However, Graboske continues, "As Black Knight reported in our First Look at January's mortgage performance data,
prepayment speeds - historically a good indicator of refinance activity - fell by 30 percent from December to January. When
you couple this with the fact that there are 5.7 million, or nearly 70 percent, fewer refinance candidates in the market
entering Q1 2017 than there were entering Q4 2016, it becomes very likely that we will see these numbers decline
significantly in the first quarter.”

The fourth quarter was also a strong one for purchase originations. The $260 billion in volume during the quarter was the
highest fourth quarter total since 2006 and the annual growth rate, which had been 11 percent at the end of the third
quarter, accelerated to 14 percent in the fourth.
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Black Knight also looked at the universe of reperforming loans (RPLs) that have been on track for 24 months or more. RPLs
are defined as loans that were, at one point, either more than 120 days past due or in foreclosure before being returned to
performing status. Four percent of active loans, a total over almost two million, fall into the category of RPLs. While the total
number of these loans decreased 1 percent in 2016, the number of RPLs is up 13 percent over the last four years. The
population increased significantly in the wake of the federal government's Home Affordable Modification Program (HAMP).
A record number of modifications in 2010 pushed RPLs above the one million mark

As the population has grown, its composition has changed, most notably the time in which the average loan has been
reperforming, currently 60 percent. One year ago the 24-month mark had been reached by 54 percent of RPLs and at the
end of 2012, 34 percent. In fact, the average RPL today has been reperforming for 35 months, a number which has been
trending upward from an average of 12 months at the end of 2010.
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Active RPL Population by Number of Months Reperforming
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4% of mortgages that are now current have
been 120+ DQ at some point in the past.

The share of RPLs that have been
reperforming for 24+ months has grown to
nearly 60% over the past few years
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Reperforming loans for the purpose of this analysis were defined as mortgages that were previously 120+ days delinquent or in active foreciosure that have been paid current
either naturaily or through modification or altemative workout plans and have been reperforming for four or more consecttive months

Currently nearly half of the RPL population are loans brought back to performing status through proprietary loan
modifications; 30 percent were HAMP modifications while other forms of cures represent the remaining 23 percent. Over
half of the population are loans originated during the bubble years, 2005 to 2007, and 93 percent are of pre-2010 vintage.

Active RPLs by Vintage
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The population of reperforming loans is pretty evenly split among investor categories with 32 percent being GSE loans, 29
percent private label securities (PLS), 25 percent FHA/VA loans and 14 percent portfolio loans. The FHA/VA originations
are much more recently originated loans overall than those in the other investor cohorts; 35 percent were originated in 2009
or later compared to 9 percent in the next largest group. The FHA/VA cohort has also been reperforming for nine fewer
months than those in the GSE group.
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Sixteen percent of the RPL population are loans that have been modified two or more times. One quarter were never
modified. Reperformance varies significantly by cure type, date of modification, investor, months reperforming, etc. as well
as by typical risk characteristics. Loans brought current through proprietary modifications tend to have higher re-default
rates than those brought current through HAMP, while non-modified mortgages tend to outperform modifications in
general. Black Knight says that proprietary modifications likely underperform because, as a rule, those borrowers tend to
receive less benefit than those with HAMP modifications and their interest rate step ups tend to occur earlier than in HAMP

modifications as well.

While performance tends to improve as an RPL becomes more seasoned, there also seems to be a limit to that improvement
at around 24 months when the performance stabilizes. Then at the five-year mark and beyond there is some regression. This
is the point at which interest rate step-ups begin to impact HAMP modifications. Also, loans with multiple modifications

have a much higher re-default rates than those with only one.

Static Pool Comparison of RPL Re-Defaults Over Time
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RPL Re-Default Rates by Modification Type
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The figures above are based on static pool analysis of the RPL market, or subsets of the RPL market, over time.
Re-Defaults include martgages that became 90+ days delinquent, involuntarily liquidated (i.e. short sale, foreclosure sale, etc.)

or were re-modified.

RPLs are much less likely to voluntarily prepay than non-RPL loans (50 percent or below in most cases) although the
differences decrease over time. This makes sense; RPL borrowers are not only rebuilding credit during this time frame, but
also the home value and equity needed to sell or refinance. Those loans that have not been modified also tend to prepay at a

much high rate than those RPLs with a modification.
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Voluntary Liquidation Curve of RPLs
(by Modification Type)
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More than a quarter of all RPLs are in California and Florida, only partly due to population density. Both states also have
RPL rates higher than the national average. Seven percent of borrowers in Florida have RPLs. These densities are something
to keep an eye on as areas where the occur could suffer a spike in default rates in the event of high stress levels. Rhode
Island, Mississippi, Nevada and Georgia all have RPL densities over 5 percent.

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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