


Regional Roundup

SUBPRIME SHARE OF MORTGAGES
3RP QUARTER 2009

Florida 14.9% Delaware 9.6%

Nevada 13.7% New Hampshire 9.4%

Mississippi 13.2% New Jersey 9.1%

Ohio 12.5% Massachusetts 9.0%

Indiana 12.1% Alaska 8.8%

Louisiana 12.0% Colorado 8.7%

Avrizona 11.9% North Carolina 8.6%

Pennsylvania 11.8% Utah 8.4%

Michigan 11.5% Alabama 8.3%

Tennessee 11.5% Kansas 8.2%

Texas 11.2% Wisconsin 8.1%

New York 11.1% Oregon 8.0%

Maine 11.0% New Mexico 7.9%

Rhode Island 10.8% Arkansas 7.8%

West Virginia 10.7% Virginia 7.7%

1llinois 10.6% Washington 7.6%

United States 10.6% District of Columbia 7.5%

California 10.2% Minnesota 7.5%

Connecticut 10.2% Nebraska 7.4%

Hawaii 10.2% Idaho 7.3%

g-gg//z :g 57;'822 Maryland 10.1% lowa 6.9%

9.0% to 11.0% Georgia 10.1%  Wyoming 6.5%

. D 1.0% to 14.9% Oklahoma 10.1% Vermont 5.4%
L . Kentucky 10.0% South Dakota 5.3%

Source: Mortgage Bankers Association / Haver Analytics South Carolina 9.9% Montana 4.5%
Note: Subprime share is the ratio of subprime loans to total loans in a state. Missouri 9.8% North Dakota 3.8%

NOTES:
* The share of subprime mortgages outstanding has fallen to the lowest level since 2003.

* The credit performance of subprime loans differs substantially across the U.S.

* The best performing loans are generally in the Great Plains and West South Central (plus Alaska), while the worst are generally the “sand
states” and the old industrial Midwestern states.

SERIOUSLY DELINQUENT SUBPRIME MORTGAGES
3RP QUARTER 2009

Florida 45.4% Washington 23.8%

Nevada 40.4% Oregon 23.3%

New Jersey 35.8% New Hampshire 23.2%

California 34.5% South Carolina 22.4%

Massachusetts 33.8% Virginia 22.2%

Avrizona 33.2% lowa 22.1%

Illinois 33.0% Kentucky 22.1%

Rhode Island 30.8% Pennsylvania 21.7%

Maryland 30.5% Tennessee 21.5%

New York 29.8% Alabama 21.4%

Connecticut 29.5% Louisiana 21.3%

Wisconsin 29.4% New Mexico 21.3%

Hawaii 29.0% Montana 21.1%

Michigan 28.9% Missouri 20.7%

United States 28.7% South Dakota 19.6%

Maine 27.9% North Carolina 19.2%

District of Columbia 26.9% Colorado 18.7%

Minnesota 26.7% Arkansas 18.5%

o 95% 0 30.0% Ohio 25.8% West Virginia 18.2%

O 20.0% 10 24.0% Vermont 25.8% Oklahoma 18.1%

’ B 24.0% to 28.0% Delaware 25.3% North Dakota 18.1%
. B 28.0%t0 45.4% Indiana 252%  Kansas 18.1%
Mississippi 24.9% Nebraska 17.2%

ldaho 24.8% Wyoming 17.0%

Source: Mortgage Bankers Association / Haver Analytics Georgia 24.7%  Texas 16.9%
Utah 24.0% Alaska 9.2%
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*The West region includes
AK, AZ, CA, CO, HI, ID,
MT, NV, NM, OR, UT,
WA, and WY.

**All Region in Focus
graphs contain data
gathered from BLS, First
American CorelLogic,
LoanPerformance HPI,
and MBA.
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Region in Focus: The West

The recession probably impacted the West more severely than any other region in the United States. Three of
the four worst state housing markets (Arizona, California, and Nevada) are in the West region. Home sales have
increased over the past year, but still are far from pre-crash levels. Home prices in the West have picked up
lately, but sharply higher serious delinquency rates, high unemployment rates, and continued (albeit less) excess
supply could still provide the impetus for additional declines. Housing starts continue to fall and are now about
one-fifth the size of the peak in the third quarter of 2005. Unemployment rates remain highest in the West, at
10.7 percent, with job losses in the majority of sectors, but especially in the construction sector. Credit quality
remains weak compared with the rest of the country, as mortgage foreclosure and delinquency rates continue to
rise sharply (with Nevada having the highest new foreclosure rate in the country in the third quarter at 3.76
percent).

The labor market in the West region weakened sharply in response to the recession. Regional job losses have
occurred in most sectors, with the construction sector hit the hardest — primarily because of residential
overbuilding in a number of areas (especially in Arizona, California, and Nevada). The average unemployment
rate remains the highest of the four Census Regions, rising to 10.7 percent in December from 5.1 percent two
years earlier. For the nation as a whole, the unemployment rate increased to 10.0 percent from 5.0 percent over
the same period.

The West had the second smallest home sales increase of the four regions over the past year. According to the
National Association of Realtors (NAR), existing home sales in the West increased by 15.0 percent over the past
year — about equal to the national average, but still trailing the Northeast and the South. A bright spot, however,
was that sales decreased by only 4.8 percent in December from November, the smallest drop of all the regions.
The median sales price of existing homes sold in the West rose to $236,000 in December, a jump of 11.6 percent
from the prior month. Existing single-family home prices in the region were up by 2.7 percent over the past
twelve months, compared with 1.5 percent nationally, the first such gain in 28 months.

Credit quality in the West region has performed worse than the national average. According to the Mortgage
Bankers Association (MBA), the rate of foreclosures started in the region remained at 1.78 percent (non-
seasonally adjusted, or NSA) for the third consecutive quarter. This compares with a national average of 1.42
percent. Seriously delinquent loans were 9.81 percent of the total, which was above the national average of 8.85
percent. At the end of the third quarter, 7.68 percent of all conventional prime mortgages and 31.05 percent of
conventional subprime mortgages in the West were seriously delinquent. The national averages were 6.26 and
28.68 percent, respectively. The West had a better delinquency rate on all loans, at 9.53 percent, than the
national average of 9.94 percent.

Arizona

The Arizona economy has been hit harder than many  earlier. In Phoenix-Mesa, the state’s largest MSA,

states during the recession, mostly because of the
dismal performance of its housing market. It may be,
however, that things are starting to turn around. After
about two steady years of losses, payroll employment
has increased (slightly) in two of the past three months.
Home sales, although still down dramatically from the
2005 peak, have started to turn around with increasing
sales over the past year (although likely boosted by
significant distressed sales). Arizona’s home prices
have continued to perform poorly and have declined at
a faster rate than most other states. According to the
Bureau of Economic Analysis (BEA, a portion of the
Commerce Department), per capita personal income in
the state has decreased for five consecutive quarters,
and six of the past seven quarters. The state’s per
capita personal income was down by 4.8 percent from
a year earlier in the third quarter, almost twice the
decline of the U.S. Credit quality continues to weaken
in Arizona and is likely to get worse with high
unemployment and decreasing homeowner equity.
While the recession in Arizona has been moderating,
the poor housing market will continue to put
downward pressure on a full scale economic recovery.

Arizona’s unemployment rate increased to 9.1 percent
in December — up from a 6.6 percent rate a year

the unemployment rate was 8.2 percent compared
with 6.2 percent a year earlier. The second largest
MSA, Tucson, had a slightly lower unemployment rate
at 8.0 percent. Lake Havasu City-Kingman had the
lowest unemployment rate in the state at just 4.2
percent, while Yuma had the highest unemployment
rate at 19.5 percent. There have been 122,100 payroll
job losses over the past year, a decline of 4.8 percent.
Job declines in the state have been felt across multiple
sectors with construction having the most job losses,
down by 30,900 jobs (a 19.0 percent decline) over the
past year. Another sector that has been hit hard is trade,
transportation, and utilities with 22,600 job losses (a 4.6
percent decline). The only sector with positive job
growth has been education and health services,
increasing by 7,700 jobs (a 1.4 percent increase).

While the housing market in Arizona remains
depressed, home sales have improved over the past
year. According to Moody’s Economy.com, existing
single-family home sales rose by 9.5 percent in the third
quarter from a year earlier, but slipped by 1.6 percent
from the prior quarter. Five of Arizona’s six MSAs had
increasing home sales over the past year — with sales
rising the fastest in Hot Springs, up by 22.1 percent.

(Continued on page 9)
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Region in Focus: The West

Arizona (continued from page 8)

Five of Arizona’s six MSAs had increasing home
sales over the past year — with sales rising the fastest
in Hot Springs, up by 22.1 percent. Phoenix-Mesa-
Glendale had a 10.7 percent increase in home sales
over that same period. Only Flagstaff had declining
home sales, falling by 18.6 percent. According to
NAR, third quarter total existing home sales in Arizona
were up by 10.4 percent from a year earlier. While
home sales in the state have increased over the past
year, they are still 26.3 percent below their peak in
early 2005.

According to data from First American CoreLogic’s
LoanPerformance House Price Index (LP HPI), home
prices in Arizona decreased by 6.8 percent for the 12
months ending in December 2009, much worse than
the national decline of 0.6 percent — but the best
performance since the middle of 2007. The Phoenix-
Mesa-Glendale MSA had a 7.4 percent drop in prices,
the second largest decrease in the state. The Lake
Havasu City-Kingman MSA had the largest decline,
falling by 7.5 percent over that 12 month period.
Yuma was the best performing MSA (although it had
the highest unemployment rate in the state by far),
with home prices dropping by 2.3 percent.

Credit quality in Arizona has been significantly worse
than the national average. According to the MBA,
the delinquency rate on all mortgages in the state was

Colorado

Colorado’s recession-driven downturn has been less
severe than many of the other states in the West.
Although the state’s unemployment rate had fallen for
four consecutive months, it rose again in December —
climbing from 6.9 to 7.5 percent (still much lower than
the average unemployment rate of 10.7 percent in the
West). State home prices performed well over the
spring and summer months, but have once again hit a
rut and have declined recently. Unlike many states in
the West, home sales in Colorado have decreased over
the past year. Although credit conditions continue to
worsen, they remain better than the national average.
The state’s per capita personal income has decreased
for four consecutive quarters and is down by 5.2
percent over the past year.

The unemployment rate in Colorado increased for the
first time since July in December, climbing to 7.5
percent (up from 5.8 percent a year earlier), although it
was well below the national average of 10.0 percent.
The largest MSA, Denver-Aurora, also had an
unemployment rate of 7.5 percent in December —
above its year-earlier level of 6.3 percent. The Grand
Junction MSA had the highest unemployment rate in
the state at 9.0 percent, while the MSA with the lowest
unemployment rate was Boulder, at 5.7 percent. There
have been 86,000 payroll job losses over the past year,
a decline of 3.7 percent. As in many states,
construction was hit the worst, with 22,400 job losses,
a 14.7 percent decline over the past year.

@ Arizona 12.21
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11.93 percent (NSA) during the third quarter of 2009,
up by 176 basis points from the prior quarter. This
compares with a national average of 9.94 percent.
Seriously delinquent loans were 12.21 percent,
sharply higher than the national average of 8.85
percent. At the end of the third quarter, 9.55 percent
of all conventional prime mortgages and 33.20
percent of conventional subprime mortgages in
Arizona were seriously delinquent. The national
averages were 6.26 and 28.68 percent, respectively.
The state’s foreclosures started rate is very high at
2.60 percent, compared with the national average of
1.42 percent.

According to Moody’s Economy.com, third quarter
existing single-family home sales in the state increased
by 4.4 percent from the prior quarter — although they
were down by 14.8 percent from a year earlier, worse
than the national increase of 5.0 percent over that
period. Home sales increased by 7.3 percent in the
Denver-Aurora-Broomfield MSA during the third
quarter, but were down by 13.2 percent from one year
ago. Home sales dropped the most in Fort Collins-
Loveland, falling by 25.4 percent, while the only MSA
with an increase in home sales was Greeley, up by 7.4
percent over the past year. According to NAR, third
quarter total existing home sales in the state were up by
5.5 percent from the previous quarter but down by 14.1
percent over the past year, and 31.2 percent from the
peak.

After rising for five consecutive months earlier in
2009, home prices in Colorado have declined in each
of the past five months (data through December from
LP’s HPI). Despite these recent declines, home
prices were up by 1.4 percent over the past year —
better than the national average decrease of 0.6
percent. The Denver-Aurora-Broomfield MSA saw
house prices rise by 1.2 percent over this 12-month
period. Home prices in Boulder have increased the
most, up by 10.2 percent, while Grand Junction
declined the most, falling by 7.3 percent.

(Continued on page 10)
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Colorado (continued from page 8)

Credit quality in Colorado is better than the national 12.0

average.  According to the MBA, the rate of
foreclosures started in the state was 1.05 percent
(NSA) during the third quarter of 2009, increasing by
six basis points from the prior quarter. This compares
with a national average of 1.42 percent. Seriously
delinquent loans were 5.46 percent, also below the
national average of 8.85 percent. At the end of the
third quarter, 3.46 percent of all conventional prime
mortgages and 18.72 percent of conventional
subprime mortgages in Colorado were seriously
delinquent. The national averages were 6.26 and
28.68 percent, respectively. The delinquency rate on
all mortgages in the state was 6.70 percent, below the
national average of 9.94 percent.

Hawaili

The state’s unemployment rate has been significantly
lower than the national average, and was relatively
stable for most of 2009. Home sales have increased
recently after very large declines. Home prices have
still decreased over the past year, but at a slower rate
than in 2008. Credit conditions continue to weaken,
but also are better than most states. Hawaii’s per
capita personal income has declined in four of the
past five quarters, a 4.6 percent decrease over the past
year. Traditionally, Hawaii has looked to tourism to
help its economic woes — and even though tourism
remains historically weak, more people are starting to
visit the state. But a strong tourism-led recovery will
probably need a big drop in the national
unemployment rate, along with some economic
expansion in Japan.

The labor market in Hawaii continues to weaken, but
has performed better than the national average. In
December, the state’s unemployment rate edged
upward to 6.9 percent from the prior month —
although it has been relatively stable since March,
ranging between 6.8 and 7.4 percent. The state’s only
MSA, Honolulu had an unemployment rate of 5.3
percent. Hawaii’s payroll employment has dropped
by about 23,300 over the past year, a 3.8 percent
decrease. The leisure and hospitality sector, a key
component to Hawaii’s economy, has suffered 4,500
job losses over the past year, a 4.3 percent decline.

Single-family existing home sales in Hawaii have
performed much better over the past couple of
quarters.  According to Moody’s Economy.com,
single-family home sales increased by 24.4 and 15.9
percent during the second and third quarters. Home
sales in the state’s only MSA, Honolulu, rose by 20.9
percent in the third quarter and by 1.3 percent from a
year earlier. According to NAR, third quarter total
existing home sales in the state were up by 17.1
percent from the previous quarter, but down by 5.9
percent over the past year and by 51.0 percent from
the peak.

8.01| mu.s.
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Home prices in Hawaii have fallen by more than the
national average. According to data from LP’s HPI,
home prices decreased by 5.2 percent in the 12
months ending in December, worse than the national
average decline of 0.6 percent. Home prices in
Hawaii are now down by 19.9 percent from the peak.
Home prices dropped by 4.9 percent in the Honolulu
MSA over the most recent 12-month period.

Credit quality in Hawaii is better than the national
average.  According to the MBA, the rate of
foreclosures started in the state was 1.27 percent
(NSA) during the third quarter of 2009, down by four
basis points from the prior quarter and the first
quarterly drop in over three years. This compares
with a national average of 1.42 percent. The
delinquency rate on all mortgages in the state was
6.65 percent, much below the national average of
9.94 percent. The share of seriously delinquent loans
in Hawaii was only 7.29 percent, less than the
national average of 8.85 percent. At the end of the
third quarter, 4.85 percent of all conventional prime
mortgages and 29.00 percent of conventional
subprime mortgages in Hawaii were seriously
delinquent. The national averages were 6.26 and
28.68 percent, respectively.

@ Hawaii
8.0 BU.S.
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House Price Appreciation

Indicators

Unemployment Rate* Annualized Quarterly Rate Housing Vacancy Rate
State MSA Dec-09 Nov-09 4th Qtr 09 3rd Qtr 09 4th Qtr 09 3rd Qtr 09
Alaska 8.8 8.4 3.33 0.07 1.80 2.40
_ ¢>  Arizona 9.1 8.9 -8.33 -2.94 3.70 3.00
= — Phoenix-Mesa-Scottsdale 8.2 8.1 -6.24 -4.37 3.20 3.00
W m Tucson 8.0 7.9 -3.32 -8.64 1.30 2.80
alifornia . . -1. . . .
L m Californi 12.4 124 1.75 8.35 2.30 2.10
W o Bakersfield 15.8 15.1 -9.68 7.89 3.00 3.50
o O Fresno 16.8 16.5 -1.79 3.77 2.70 -
o Los Angeles-Long Beach-Glendale 12.0 12.0 2.81 2.95 1.20 1.40
_I ~ Oakland-Fremont-Hayward 10.9 114 -9.16 24.22 1.50 1.10
A ®)) Riverside-San Bernardino-Ontario 14.0 14.7 -0.16 -8.22 3.50 3.90
acramento-Arden-Arcade-Roseville 12. 125 -12.4 . . 4,
v C S d d i 2.3 2 2.43 0.89 3.20 20
w NT,) San Diego-Carlsbad-San Marcos 10.1 10.6 4.45 11.25 3.60 2.20
o 2 San Francisco-San Mateo-Redwood City 8.9 9.2 2.53 7.69 1.50 1.10
LL @) San Jose-Sunnyvale-Santa Clara 11.5 11.9 -2.87 19.90 2.10 1.20
C H Santa Ana-Anaheim-Irvine 9.1 9.6 0.21 19.45 1.20 1.40
e Colorado 7.5 6.9 -8.77 5.41 2.80 2.80
C o Colorado Springs 7.9 7.2 -4.15 6.05 - -
o H Denver-Aurora 75 6.8 -10.94 5.16 3.20 2.60
) @  Hawaii 6.9 6.8 -5.61 1.56 2.30 2.00
L o Honolulu 5.3 5.8 -4.00 -1.33 1.20 0.90
aho . . -5. -13. . .
R /) ldah 9.1 9.1 5.15 13.62 2.80 2.60
! Boise City-Nampa 9.9 10.0 -4.50 -17.91 - -
~v2% Montana 6.7 6.4 0.08 -5.41 1.90 2.70
7% N Nevada 13.0 123 -12.35 -1551 4.30 3.80
Las Vegas-Paradise 13.1 12.1 -11.40 -19.43 4.40 4.80
New Mexico 8.3 7.8 -2.61 -7.24 0.90 2.10
Alburquerque 7.9 7.7 -3.32 -9.62 0.70 2.00
Oregon 11.0 10.7 -5.56 0.45 4.00 2.90
Portland-Vancouver-Beaverton 10.6 10.4 -6.24 -1.84 4.80 3.40
Utah 6.7 6.3 -5.97 -13.59 2.00 2.00
Ogden-Clearfield 6.6 6.2 -4.18 -9.75 - -
Salt Lake City 6.2 6.0 -6.55 -12.98 3.60 1.20
=&/ | Washington 9.5 9.0 -7.27 -1.49 3.00 2.50
— Seattle-Bellevue-Everett 9.0 8.4 -4.67 -3.11 3.20 3.60
_HM Tacoma 9.5 9.0 -4.25 -6.50 - -
n) = Wyoming 7.5 7.2 -16.59 -1.79 1.40 1.70
= i .
7 it) o United States 10.0 10.0 -9.60 6.26 2.70 2.60
D/<l |—
as ) e EE] Source: Bureau of Labor Statistics / First American CorelLogic, LoanPerformance HPI / U.S. Census Bureau / Moody's Economy.com / Haver Analytics

*State, Regions, and U.S. unemployment rates are seasonally adjusted. MSA unemployment rates are not seasonally adjusted
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Table 1 shows the published projections for
2009 from the January 2009 issue of the
Housing and Mortgage Market Review, as
well as the actual results. We publish
forecasts for 12 important indicators:
economic growth (real GDP), inflation
(Consumer Price Index, or CPIl), the
unemployment rate, mortgage rates (yields
on both 30-year fixed-rate mortgages,
FRMs, and 1-year adjustable-rate mortgages,
ARMs), long-term interest rates (10-year
Treasury note yield), home sales (both new
and existing), home prices (median price of
existing  homes  sold), single-family
mortgage originations, the refinance share of
mortgage originations, and the ARM share
of mortgage originations.

For the majority of indices that we forecast,
our 2009 projections were accurate, and in
some cases almost exactly on the mark.
There were a few projections, however, that
were less accurate.

Economic Growth
Our projection of 0.2 percent growth for
2009 real GDP was almost exactly on target.

Moreover, we correctly forecast the timing
of when growth would start again — with our
projection of renewed growth in the third
quarter of 2009 matching the actual turning
point. On the negative side, our estimates
for negative growth in the first half of 2009
and positive growth in the second half both
understated the actual rates.

Inflation

Our projection of a 0.8 percent decline in the
CPl was too aggressive, with the actual
decline of only 0.3 percent. On the other
hand, this is still a fairly small error and we
were able to successfully forecast the first
annual decline in inflation since 1955.

Unemployment

Our projection of the unemployment rate for
2009 was one of two big misses for the year,
with the actual rate of 9.3 percent well over the
forecast of 8.1 percent. In part, this reflects the
smaller declines in economic growth in the
first half of the year than actually occurred.

(Continued on pg. 13)

Table 1: Forecast Accuracy

Forecast Actual
Real GDP Growth (Q4/Q4) 0.2% 0.1%
Consumer Price Index (year/year) -0.8% -0.3%
Unemployment Rate 8.1% 9.3%
30-year FRM Rate 5.18% 5.04%
1-year ARM Rate 4.99% 4.71%
10-year Treasury Note Rate 2.81% 3.26%
Existing Home Sales (thousands) 5,140 5,164
New Home Sales (thousands) 450 372
Home Price Appreciation (year/year) -4.7% -12.1%
Mortgage Originations ($trillions) $2.02 $1.95
Refi Share 57% 66%
ARM Share 5% 4%

Source: CME Group / Federal Reserve / PMI Group
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FRM Rates

Our projection of an annual average of 5.18
percent for prime, conventional 30-year FRM
rates was reasonably close to the actual
average of 5.04 percent. Our higher forecast
was likely due to modestly underestimating the
impact of the Federal Reserve’s purchases of
Fannie Mae and Freddie Mac mortgage-backed
securities (MBS) on mortgage rates.

ARM Rates

Our projection of an annual average of 4.99
percent for prime, conventional 1-year ARM
rates was modestly higher than the actual
average of 4.71 percent. The higher forecast
came mostly from an expectation at the
beginning of 2009 that the Fed’s zero-interest
rate policy might end before the end of last
year — pushing short-term rates up a bit. In
reality, the Fed has kept its policy unchanged
and this has kept shorter-term interest rates at
lower-than-expected levels.

Long-term Interest Rates

Our projection of an annual average of 2.81
percent for the yield on 10-year Treasury notes
was almost 50 basis points below the actual
annual average of 3.26 percent. Most of the
difference stems from our forecast of greater
inflation declines than actually occurred.

Existing Home Sales

Our projection of 5.14 million total (single-
plus multifamily) existing home sales was
almost exactly equal to the actual number of
5.16 million units.

New Home Sales

Unlike our accurate projection of existing
home sales, our projection of 450,000 new
home sales was significantly greater than the
actual number of 377,000 new sales. Since
existing sales make up the bulk of total home
sales, however, our projection of total sales
was less than 1.0 percent greater than the
actual number — essentially a bulls-eye.

Home Price Appreciation
Our projection of a 4.7 percent decline in
median existing home prices, while large, was

dwarfed by the actual drop of 12.1 percent.
Much of this difference came from the impact
of the first-time homebuyer tax credit, which
phased out at higher income levels and so
provided a significant incentive for the
purchase of lower and moderate priced homes.
The relative absence of higher-priced homes
pushed the median price of homes that actually
transacted down sharply.

Mortgage Originations

Our forecast of $2.02 trillion of single-family
mortgage originations in 2009 was only
slightly above our current estimate of $1.95
trillion that actually occurred. Note that there
are no official government estimates of the size
of the mortgage market (and have not been for
more than a decade, since the Department of
Housing and Urban Development stopped its
Survey of Mortgage Lending Activity), other
than the Fed’s greatly lagged HMDA data. But
Fannie Mae, Freddie Mac, and the Mortgage
Bankers Association all had 2009 estimates of
around  $1.90-1.95 trillion  for 2009
originations.

Refinance Share

Our estimate of 57 percent for the refi share of
mortgage  originations in 2009  was
significantly less than the estimated actual
share of 66 percent (there are no official
numbers here, either). A combination of our
underestimate of new home sales, our modest
overestimate of mortgage rates, and modest
activity surrounding the government’s Home
Affordable Refinance Program all led to the
higher actual refi share.

ARM Share

Our 2009 projection of a 5 percent ARM share
was very close to the estimate of 4 percent (as
with mortgage originations and the refinance
share, there are no actual figures for this
category). The virtual end of subprime and
Alt-A lending as well as the dramatic
shrinkage of jumbo lending (all of which were
heavily ARM-oriented) pushed the ARM share
down to near-record lows.



2009 2010 2011
Q1 Q2 Q3 Q4101 Q2 Q3 Q4] 01 Q2 Q3 04 [2008 2009 2010 2011
Economic Qutlook
Real GDP Growth ; 64 07 22 5730 19 29 35|33 35 38 42 -19 01 28 38
Consumer Price Inflation , 24 13 36 34 1.1 1.0 1.2 15 1.9 2.0 20 21 38 -03 19 1.7
Civilian Unemployment Rate 81 93 96 100|100 102 100 97| 95 92 90 87 | 58 93 100 91
Interest Rates
30-year Fixed Rate Mortgage (%) 506 5.03 516 492|510 540 545 590|600 610 620 6.50] 6.04 504 546 6.20
1-year Adjustable Rate Mortgage (%) 488 484 475 442|435 445 455 480) 510 550 580 6.20| 518 472 454 565
10-year Treasury Note (%) 275 330 353 346|375 380 390 430|450 470 490 510 367 326 394 480
Housing Market
Existing Sales (Thousands of Units) 4583 4757 5290 6027 | 5350 5800 5400 5700 | 5750 5850 5900 5950 | 4913 5156 5563 5863
New Sales (Thousands of Units) 338 372 406 373 | 390 440 510 580 | 620 640 650 680 | 485 372 480 648
Median Existing Home Price Change (%) 5 73 41 22 27| -40 44 25 -23]1-30 55 30 -15|-90 -121 -01 27
Mortgage Market
Single Family Originations (Billions of $) 400 570 540 480 | 360 500 460 340 | 350 520 470 360 | 1600 1990 1660 1700
Refinancing Share (%) 75 71 55 65 64 45 41 38 37 36 35 34 52 66 46 36
ARM Share (%) 3 3 5 6 7 8 9 11 11 12 13 14 7 4 9 13

All forecasted values are in bold

1 Quarterly = annualized percent change ; Annual = Q4 / Q4

2 Quarterly = annualized percent change ; Annual = Year Avg. / Year Avg.

3 Quarterly = percent change ; Annual = Year Avg. / Year Avg.

Cautionary Statement:

Statements in this document that are not historical facts, or that relate to future plans, events or performance are “forward-looking™ statements within the meaning of the
Private Securities Litigation Reform Act of 1995. These forward-looking statements include our expectations with respect to the economy, employment trends, interest
rates, governmental policy, and the housing, financial, and mortgage markets. Readers are cautioned that forward-looking statements by their nature involve risk and
uncertainty because they relate to events and depend on circumstances that will occur in the future. Many factors could cause actual results and developments to differ
materially from those expressed or implied by forward-looking statements. Such factors include, among others, national or regional recessions, credit market disruptions,
changes in interest rates, housing prices and employment rates, foreclosure trends, financial and mortgage market performance, and regulatory and legislative developments.
Other risks and uncertainties are discussed in our SEC filings, including our Annual Report Form 10-K for the year ended December 31, 2008 (in Item 1A) and our
quarterly report on Form 10-Q for the quarter ended September 30, 2009, filed November 9, 2009. We undertake no obligation to update forward-looking statements.
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