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Shift to Purchase Dominated Market

MBa

$Billions Mortgage Originations History and Forecast
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Is Credit Expanding?

MBa

Mortgage Credit Availability by Component Index
(March 2012 = 100)
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Source: MBA’s Mortgage Credit Availability Index (MCAI)



Credit Expansion - Perspective
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Expanded Historical Series: Total Mortgage Credit Availability
Index, Index Level by Month
(NSA, 3/2012=100)
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Independents Gain More Market Share MEBAa

2013 Total Home Purchase Origination Count by Company
Type

Credit Union
146,829
5%

Non-Depository —___ Depository

1'a6 1,634,599
53%

2011 2008
..and was up from 36% in 2011 and 27% in 2008

\ Depository

69%

Note: See “Methodology” page for specific data exclusions.
Refer to Executive DataBook report ‘3a’, for more data from this page.




Overlapping Federal Agencies &
Regulations MBa

...holding back market growth.
Origination Servicing

LO Comp

—= Servicing Standards

® Appraisals
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RESPA/TILA :‘,‘:,.’_. “Bisparate Impact/
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Federal Reserve

Risk Retention/
QRM

HUD/FHA Basel

FDIC, OCC, SEC

Minimum
Servicing Fees

Limits

Volcker
Rule

-

Buybacks
~ e False Claims e=—

Q

Reg AB

~

Margin Rule

DISCLAIMER: The policies/rules/regulations shown, as
well the corresponding authors/stakeholders, are
illustrative and thus may not be an exhaustive list.
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Direct Cost to Service ($ per loan)
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1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
(EST)

EmDirect Servicing Costs =+—90+ Delinquency Rate, All loans

Source: MBA’s Servicing Operations Study and Forum (SOSF);
MBA National Delinquency Survey (NDS)
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Origination Production Costs

— Also Up MBa

Total Production Expenses $/loan

4,723 5,137 5,948

2008 2009 2010 2011 2012 2013 2014

Source: MBA's Annual and Quarterly Mortgage Bankers Performance Report



Risks of Overreaction MBa

AN D DD

Requlators must own this!

» EXxcessive & punitively high capital standards — drive up
costs to consumers

» Capital Standards too high — fewer servicers, greater
systematic risks



Needed Clarification —
Regulations & Enforcement

RESPA/TILA

FINANCIAL MANAGEMENT

* Hedge Accounting

REGULATORY COMPLIANCE
& LEGAL ISSUES

QM Fixes

+ Right to Cure

+ Small Balance Loans
+ Written Guidance
QM Points & Fees —
Legislation

LO Comp & State

HFA Programs

HMDA

QM Patch/Appendix Q

RESPA /TILA
Disparate Impact

DOL Litigation
(SCOTUS)

CFPB Audits & Exams
CFPB Enforcement

CFPB Consumer
Complaint Database

NV Super Lien Issue
Vendor Management

SECONDARY & CAPITAL MARKETS

FHFA Transition Steps
Risk Sharing

Single/Common
Security

CSP
Small Lender Access
Credit Box

FHFA Scorecard
o Strategic Plan

i

FHFA G-Fee Proposal
Rep & Warrant Relief
MI Eligibility
Requirements/PMIERs
GSE Affordable
Housing /Duty to Serve
QRM/Risk Retention
Eminent Domain

FHLBs (REITs /IMB
Access)

GSE Reform
GNMA Issues

& ACCOUNTING

* Credit Impairments
* Servicing Fees

URLA /GSE 1003 Project
FHA Handbooks Issues
FHA QC/Supplemental
Ratio

FHA QA Reform/
Taxonomy

FHA HAWK

FHA MIPs

FHA Reform (Hill)

Servicing & MSRs
Servicing Task Force
White Paper (PWC)

FHFA Project /Servicer
Standards

CSBS project
GNMA /Servicer
Standards
SRO Project
Policy Gaps
FHA Handbook — Servicing
Issues

Basel |l

RESIDENTIAL
LOAN PRODUCTIO

FHA & SAFE
Act

SAFE Act

(Licensing/

Testing)

AMC Rulemakir.
Fannie/ Freddie 97 1
FHA Condo Spot Loans

GSE Adoption of
Credit Score Models

“Continuous UW"”

SERVICING/LOAN ADMINISTRATION

FHA Conveyances
Compensatory Fees
Uniform Foreclosure Law

Model Law for Vacant/
Abandoned Properites

CFPB Servicing Rules
(Fixes)

HAMP (Re-sets)
HARP

Basel

Comp Fees



Future of.... MBa

FHFA & GSES
» MBA called for CSP, Risk Share, Common Security, Rep & Warrant

®» Progress & alignment - these items don’t require legislation

®» Dialogue with Congress - keep pushing; a lot less work to do on legislation

EHA

» MBA — driving force on stopping open-ended FHA fee on lenders

®» MIP Reduction

USDA

®» Since March 2015, MBA met three times with senior USDA RHS staff
=» April - IMBs, builder lenders, and regional and large national lenders

®» Suggested policy changes & process improvements — MBA holding webinar in
June on USDA underwriting
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Impact on Consumers -
Household Formations

MBa
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Puerto Rico vs. National NDS Data MBQa

Puerto Rico US Total

Serious Delinquency

Q4 2014 26.60% 4.52%

Q1 2015 10.0% 4.24%

Foreclosure Starts

Q4 2014 11.81% 0.46%
Q1 2015 1.56% 0.45%
Unemployment Rate 11.93% 5.57%
YOY Home Price Change -0.85% 5.48%

(Q1 2013)
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Puerto Rico - Local Outlook MBQ

Cramdown Legislation

®» Emphasizes need for harmony of local, state, federal regulations
®» Closest thing we have in the states — Eminent Domain

» MBA Opposes! Will undermine the value of the collateral
securing the mortgage & abrogate contractual rights of creditors.

®» Lenders will stop lending — have to underwrite the risks & can’t
afford

Local economy — GSEs PMI Companies
FHA
USDA — 35% of loans
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QUESTIONS?



