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Mortgage Guidelines Could Twice as Loose National Average Mortgage Rates
and it Still Wouldn't be 2007 Again Mortgag

The Mortgage Bankers Association's Mortgage Credit Access Index, released
earlier this week, showed continued slight easing in the credit markets,
especially in the jumbo loan space. A second similar index from the Housing
Finance Policy Center, has credit tightening slightly. The Centers Credit
Availability Index (HCAI) moved off the recent peak of 5.4, set in the first
quarter of this year, to 5.1 in the second quarter. The Center says the decline
was due primarily to a shift in market composition, from the government
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channel to the portfolio channel where lending standards are tighter. e S
Default Risk Taken by the Mortgage Market, 19980Q1-20170Q2 Rate  Change  Points
Percent Total default risk Mortgage News Daily
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1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 30 Yr. Fixed 7.08% -0.10 0.63
15 Yr. Fixed 6.61% +0.01 0.65
The HCAI m?asures the share of purchase mortgages that are Ilk.eIY to 30 Yr. EHA 6.89% -0.03 0.94
default, that is, become 90 or more days past due, and lenders' willingness to 30Vr Jumb 7 2% 0.09 0.58
tolerateit. A lower index indicates a lower tolerance reflected in the f. Zumbo een - :
imposition of tighter lending standards. A higher number, of course, 5/1 ARM 6.56% -0.04 0.66
indicates greater tolerance and an easing of standards. The three channels Rates as of: 5/22

tracked by the Center are GSE (Fannie Mae and Freddie Mac), FVR (FHA, VA, Recent Housing Data
and USDA, i.e. government loans) and the PP channel, loans held in portfolio
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or securitized under a private label.

Mortgage Apps May 15 198.1 +0.51%
Fannie Mae and Freddie Mac loans constitute, by far, the largest share of Building Permits Mar 1.46M -3.95%
mortgage lending. The GSE channel hit a low of 1.4 in 2011 but reversed the Housing Starts Mar 1.32M -13.15%
downwar.d trend in the second quarter of that year and has now rebounded New Home Sales Mar 693K +4.68%
to 2.4, an increase of 73 percent. The Center says the GSE market has : .
expanded the credit box for borrowers more effectively than has the FVR Pending Home Sales Feb 756 +1.75%
channel. Existing Home Sales Feb 3.97M  -0.75%
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Value Change
Both the government (FVR) channel and portfolio and private-label securities (PP) ghﬂ&l&f&gﬁ%aejncglose toor el\i;lsgcordéqws%'zs%

During the housing boom both took significantly higher product risk than the GSE Channel. Post-crisis, the total default risk
the government loan channel was willing to take bottomed out at 9.6 percent in Q3 2013 and it has fluctuated at or above
that number since then. In Q2 2017, the risk in the government channel rose from 10.0 to 10.7 percent, which is still about
half the pre-bubble level.

The PP channel's product and borrower risks dropped sharply after the crisis and the numbers stabilized starting in 2013.
Product risk has fluctuated below 0.6 percent and borrower risk around 2.0 percent. The PP channel took only 0.19 percent
productriskin Q2 2017. The total default risk taken by this market remains low, at 2.1 percentin Q2 2017.

The Center says significant space remains to safely expand the credit box. If the current default risk was doubled across all
channels, risk would still be within the pre-crisis (2001-03) standard of 12.5 percent for the whole mortgage market.

All Your Mortgage Needs, Professionally Delivered with a Personal
Touch

Whether you're a first-time homebuyer hoping to navigate the process of buying a home so that it is a fun and anxiety-free
process or a homeowner looking for refinance options that deliver more freedom and flexibility, | can help you analyze your
current situation and find money saving options. With expertise in all areas of mortgage and financing, my hope is that once
| become your mortgage partner, I'll stay your mortgage partner. With clients from A to Z, files never leave my hands or my
desk. From start to finish, every step of the way, my goal is to keep the lines of communication open, provide complete and
attentive service, and ensure the most seamless and satisfactory process possible.
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