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MBA of Puerto Rico / Black Knight 
Data & Analytics Partnership 

McDash Puerto Rico Servicing Portfolio Analysis

Presenter
Presentation Notes
Thank you to the MBA of Puerto Rico for the invitation to speak today on behalf of Black Knight. We’ve had a great couple of days here meeting with members of the MBA of Puerto Rico, and look forward to sharing some analysis and insights on the Puerto Rican servicing market.
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Discussion Points

 MBA of Puerto Rico Reporting Updates
– Updates on progress over the last year

 Mortgage Data & Analytics Trends
– Puerto Rico market overview and hurricane 

– Hurricane impacts and comparisons to other areas

– Example of historical loss mitigation data

 Data’s Role in the Recovery: Next Steps

Presenter
Presentation Notes
First we’ll update you on Black Knight’s partnership with the MBA of Puerto Rico to provide reporting and the progress that  has been made over the last year.We’ll show you some analytics from the data we’ve collected, both from the Puerto Rico market using the recently collected data, as well as the overall McDash database which has historically covered mainland US and can provide some comparisons to prior hurricane events.Lastly, we’ll discuss what role these data and analytics can provide in the recovery and what are the next steps.
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MBA of Puerto Rico Reporting – Updates

Q1 2017: 
Data 

Collection

•Data 
submission, 
validation, QC

Q2 2017: 
Reporting 
Release

•Launch of 
dashboard 
reports

Q4 2017: 
Full data 
Release

•Data released 
in McDash 
servicing 
database

Q2 2018: 
One full year 

of history

•Pre and 
post 
hurricane 
performance

Presenter
Presentation Notes
A little over a year ago, in first quarter of 2017, we kicked off the MBA reporting project and began working with several servicers to set up data transmission, receive and validate the data, to ensure the data we receive is accurate and represent’s the servicers portfolioAfter completing the validation for multiple servicers, Q2 of 2017, we launched the MBA dashboard reports that highlight delinquencies, roll rates, and overall trends in the Puerto Rico mortgage market.In Q4 of 2017, we released the data to our McDash servicing database, which I’ll get into a little more on the next slide. This allows Puerto Rican servicers access to the data in a number of tools that we offer, as well as other industry participants such as investors, government agencies, and anyone with interest in the Puerto Rican market.Today, as of Q2 2018, we have one year of data, which includes both pre and post hurricane performance. This is important because it provides a reference point for where things were before the hurricane and as we move through the recovery.
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Overview of Puerto Rico’s Mortgage Market

The GSEs and FHA play a significant role in the 
Puerto Rico mortgage market, but market shares 

vary from those seen in the U.S.

The Puerto Rican mortgage market is estimated to 
contain approximately 425,000 active mortgages

The heaviest concentration of mortgaged properties lie in the 
northeastern region of the island.  Areas highlighted above 

contain approximately half of all mortgages properties 

Presenter
Presentation Notes
Let’s get some perspective on the Puerto Rican market compared to the rest of the US.For reference, this dataset is Black Knight’s McDash dataset, which we’ve been collecting from the largest servicers in the US since the 1990s. We cover about 60% of the US market we have over 45 servicers contributing data on a monthly basis, across all investors. This data is used by servicers, investors, and government agencies to benchmark their performance against the rest of the market, monitor new originations and products, and build models and forecasts.We collect origination data fields such as zip code, credit scores, loan to value ratios, and occupancy, as well as current performance fields such as balances, payment status, and interest rates. Looking at the Puerto Rican mortgage market, we estimate it to contain roughly 425,000 loans For reference, by count the PR market is roughly 1% of the US market It’s holds roughly the same number of active mortgages as the state of Louisiana, or that of the Tampa, FL MSA.Here we’re taking a broad look and the make-up and current performance metrics of Puerto Rican mortgages as compared to the rest of the U.S. (non-Puerto Rican market)Upper right chart, similar to the rest of the U.S., both FNMA and FHLMC do business in Puerto Rico; however, their market share of the PR market is much lower than it is in the US.  GSE loans account for an estimated 20-30% of all active loans in Puerto Rico compared to nearly 60% of the US mortgage market.  GNMA also has a strong presence in PR again carrying between 20-30% of the market based on current estimations.  While the GSE PR market share is significantly lower than their US share, for GNMA, the have a slightly higher market share in PR than in US.  Portfolio held loans also make up a larger share of PR lending that it does in the US.  PLS exposure is all but non-existent in PR.In the bottom row of charts, we also see that the average Puerto Rican loan size ($95k avg UPB)  is less than half that of the average US loan ($193k avg UPB)Another interesting difference is the much longer average loan age of Puerto Rican loans.  The average borrower in PR has held their current mortgage for over 8 years, while the average US loan has been held for four and a half years.  This may be a result of multiple factors, but is likely driven in part by the lower overall prepayment speeds in the Puerto Rican market.  In the 6 months prior to hurricane Maria prepayment speeds in Puerto Rico were ~40% below that of the overall US market.The average 1st lien mtg in Puerto Rico carries a higher interest rate than the avg US mortgage at 5.1% vs. 4.3%.  There are likely multiple factors behind the difference, one of which may be the longer average loan age (i.e. borrowers are still sitting in loans originated before rates declined following the US recession) and due to the lower balances have less incentive and perhaps less ability as well to refinance out of existing loans.The average credit score (while still relatively strong) in Puerto Rico sits ~26pts below the avg credit score on U.S. loans.
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Hurricane DQs saw continued improvement in April, 
although significant volume still remains

-20% 
M/M

-10% 
M/M

-16% 
M/M

Presenter
Presentation Notes
Let’s look at how the 2017 hurricane season impacted several different areas of the US. For Florida and Georgia, Texas, and Puerto Rico, we are looking at the number of mortgages that are delinquent, with the blue representing loans that are 90 or more days delinquent, including those in foreclosure, as compared to the loans that are less than 90 days delinquent. We measure hurricane related delinquencies using the zip codes designated by FEMA, which for Puerto Rico is every zip code.In each of these graphs, we saw delinquencies increase and then peak about 3 months after the storm, witho continuous improvement from that point.We see that overall hurricane related delinquencies declined by 16% (-27500) in April, with a 20% decrease in Florida and Georgia, 16% in Texas, and 10% in Puerto Rico.  In Puerto Rico, 50,600 such delinquencies remain of which 41,100 are 90 or more days past due.Overall, some 133,600 severely delinquent loans remain in affected areas of Texas, Florida, and Puerto Rico, but that has decreased by 37% from a peak of 210,600 in December of 2017.Serious delinquencies associated with the recent hurricanes still account for 15% of 90+ Day delinquencies in the US.
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Puerto Rico mostly following recovery track of Katrina

Presenter
Presentation Notes
While we did see a strong improvement in April, recent data suggests that serious delinquencies resulting from the 2017 hurricane season are resolving at a slower rate than those following hurricane Katrina, suggesting a potential elongated recovery time frame.  This could be in part due to extensions in forbearance allowance on a large share of affected mortgages.In the top left graph, in comparing improvement in the number of severely delinquent loans associated with each storm in the months following the peak of impact (which usually occurs 3-4 months after the storm makes landfall) we seen that in the 3 months following peak 90-day DQs associated with hurricane Katrina, the number of serious DQs attributed to the storm declined by 40% within that 3 month span. However, when comparing the 3 most heavily affected areas from the 2017 hurricanes those improvement rates were 21%, 25% and 35% respectively, suggesting a slower improvement rate that what we saw following hurricane Katrina in these 3 areas.  There are a number of factors that could contribute to this slower rate of improvement including forbearance plan extensions, a lower percentage rise in affected areas of Tx and FL, and potentially more concerning factors like a lower share of borrowers in affected areas of arrying flood insurance to help pay for the damages.  Despite improvement in April, 23.7% of Puerto Rican mortgage remain at least one payment past due, nearly 6.5% higher than the non-current rate in affected areas of LA and MS at the same interval following hurricane Katrina.  That being said, Puerto Rican delinquencies were ~5% above the Katrina benchmark entering the storm suggesting a similar impact from both storms providing a reasonable benchmark for performance going forward.  So all in all we have a little different trajectory that a Katrina type model would have suggested with an earlier and lower peak and slightly lower improvement rates in the months following.
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Geographical Impacts from Hurricane Maria

Pre-Hurricane Non-Current Rates (Aug 17)

Current Non-Current Rates (Apr 18)

Peak Non-Current Rates (Nov 17)

More than 24%
Between 18 and 24%
Less than 18%

Presenter
Presentation Notes
Looking at the storm’s impact at a municipality level, starting at the top left, prior to the storm, delinquencies were elevated in Puerto Rico as compared to the US, with 10.4% of all loans being in some form of delinquency (nearly 3x the US average) and 3.1% of loans being in active foreclosure (over 4x the US average).Again looking at that point 3 months after the hurricane, looking at November 2017, we did reach a peak of 36.8%, seeing all of the municipalities with delinquency rates above 30%. The highest delinquency rates in counties with substantial loan counts were Canovanas and Corozal with 43%.Moving forward to April 2018, we have seen significant improvements across the island, with the overall non current rate dropping to 23.7%, and the biggest improvements seen in the municipalities of Rincon and Moca, with a 43% decrease in delinquencies. Every single municipality has improved by at least 20%.
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Board reports track delinquencies and foreclosures

Presenter
Presentation Notes
The report Black Knight provides to the MBA tracks these delinquency trends, as well as foreclosure inventories and new foreclosures. In the bottom left graph, we can see the peak in delinquency from the October-November timeframe, with a gradual decrease continuing through April of 2018.In the bottom right graph, while we have seen increases in foreclosures beginning in Texas and Florida, for Puerto Rico see no increase and a slight decrease in foreclosure inventory, which we would expect due to moratoriums, so will want to keep an eye on foreclosure volumes as those moratoriums expire and we start to see more loans moving through that process. 
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Tracking loss mitigation and recidivism through the financial crisis

Presenter
Presentation Notes
Switching gears a little bit, this slide is based on historical McDash data, and does not include Puerto Rico, but is an example of the type of loss mitigation data we tracked through the mortgage crisis. We tracked not only defaults and  foreclosures, but also loss mitigation efforts such as proprietary modifications, Home Affordable modifications, short sales, beginning in 2008 and continuing today.This graph shows defaults from the month a loan was modified, starting at 0 and increasing from that point to various default rates over time. The main takeaway, we see different performance across different vintages of loans, as well as different types of modification programs. There are a number of options available for borrower assistance, and re-default rates vary by the features offered, so knowing what to expect for performance can help plan and offer the right programs.
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Date’s Role in the Recovery: Next Steps

 Leverage existing data
– Continue to track mortgage performance

• Evaluate whether additional loss mitigation data is needed

– Obtain additional performance history

– Review tools and reports for additional analysis

 Work with regulatory bodies to assist in data needs
– Black Knight’s experience with Federal Reserve Board and OCC

 Increase participation from Puerto Rico servicers
– Current coverage rate 75% of Puerto Rico market; Goal >90% mortgage 

market coverage 

Presenter
Presentation Notes
So now that we have a foundation for this data collection, what are the next steps for reporting and how can we take advantage of this dataset to assist in the recovery ?First, we’ll continue to track performance such as defaults, roll rates, and foreclosures to have a global view of the market and the recovery. We can evaluate whether we need to collect more detailed information about loss mitigation and forbearance programs, such as FHA partial claims, to be able to track the success of these programs and help define strategies.We’re also working to gain additional history on Puerto Rico loans, past one year ago, to give us an even broader picture of the market. We can also leverage the data that’s available through the board reports, such as delinquencies or roll rates, as well as look into tools that Black Knight offers to gain insight into mortgage performance. We’re tracking and offering data at a loan level to use for modeling, or can prepare custom reports specific to loss mitigation strategies. We’re also available to work with the regulatory bodies to assist in collecting the data they need. At the beginning on the mortgage crisis in 2007, Black Knight was brought in by the OCC to collect loss mitigation data to better understand and report on the success of various of loss mitigation activities. We collected loan level data for them for 8 years, and began collecting data for the Federal Reserve Board stress testing in 2012 and continue to do so today, so we have experience with helping both servicers and regulators create datasets that provide this critical data.- Lastly, we appreciate the contribution of the servicers that make this dataset possible, and the insight it’s given everyone into what’s happening on the island. We’d like to work with the MBA continue to increase participation from Puerto Rico servicers, especially those that are FDIC regulated, to broaden the picture and represent the entire market, for the benefit of the island. - Overall, Black Knight is your partner, and with our experience in collecting, presenting, and analyzing data, we look forward to working with you to contribute to the Puerto Rican market recovery. Thank you so much for your time and attention today.
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