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Fannie Mae Benchmark CPR™ Commentary - September 2020

30-Year Benchmark CPR

Exhibit 1

Following four months of steady increases, the Benchmark CPR3

I (BCPR3) metric declined for the second straight month as August

1| Hide | ¢ CewrToces 7 . speeds dipped modestly. The Fannie Mae cohort BCPR3 came in
at 35.0 CPR for August, a 1.4% decrease from the 35.6 CPR observed
in July. The slowdown continues despite the significant and
persistent rate incentive; using a 2.93% driving 30-year mortgage
rate, we estimate that 64% of all mortgages are at least 50 bps in
the money, and this rises above 77% when looking at conventional
mortgages only. We believe that this dynamic may reflect current
capacity constraints faced by originators. Table 1 shows the
0wy mn  ws  wn  wn e individual components of the BCPR3 and highlights the slowing

e, all coupons, 30-year fixed ate, tp 100 Services by Current UPA. trend and how they have contributed to the downward movement
of the BCPR3.

Table 1: Components of Fannie Mae’s 30 Year July and August BCPR Results

Reporting BCPR3 May Component June July August
Period CPR Component CPR Component CPR Component CPR
July 2020 35.6 35.6 36.7 34.5
August 2020 35.0 36.7 34.5 33.9
15-Year Benchmark CPR
Exhibit 2
I oo Ve [
, Rridechant | o CearTraes E ' Unlike the 30-year sector, the Fannie Mae Cohort 15-year

Benchmark CPR3 (BCPR3) shows a marginal uptick in August
to 28.9 from the prior month’s 28.8 CPR. Having said that, the
August 1-month component speed continued the slowdown
observed in July, dropping to 27.8 CPR from 29.0 CPR. Looking
further back, the June component printed at 30.2%.
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Original Loan Size and Spec Stories

This month, the heatmaps help highlight how different original loan size buckets have behaved in light of the modest slowdown
observed at the overall cohort level over the past two months. Exhibit 3 depicts the absolute CPRs for the different loan size
buckets in the Fannie cohort. We observe that every loan size bucket has experienced a slowdown from two months prior with
two exceptions: speeds on the 85k and 110k buckets increased modestly during this period. (Hovering over the relevant cells in
the heatmap will allow a user to observe a slight increase in speeds.)

It is worth noting that the seasonings of these two stories are further down the WALA ramp than the remaining loan size buckets.
This could be contributing to the modest speed pickup.

Please reference last month’s commentary for a brief overview on the Benchmark CPR heatmap, a new feature offered as part of
the Benchmark CPR report on Data Dynamics.

Exhibit 3

Heatmap for Fannie Mae Cohort FRM30
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cut  (§ MM) (S MM) Loan Count  Avg OLS WAC WALA FICO LTV F 82592525353
85k $10,998.76 §9,428.54 146,430 §66,824.00 4.694 16 735 70
110k $19,121.26 $16,039.57 166,943 §99,166.00 4.507 15 740 72
125k $18,060.85 $15,077.55 131,009 $11846500 4424 14 740 75
150k $40,407.46 $33.419.58 247,778 $138,696.00 4343 14 742 76
175k $50,430.92 $41,126.94 258,541 $163,273.00 4.274 13 743 77
200k $64,455.63 $51,571.06 280,674 $188,657.00 421 13 745 77
225k $70,870.57 $55,609.22 267,098 $213,437.00 4145 12 746 79
250k $76,964.95 $59,168.36 254,575  §238302.00 4.100 12 748 78
275k $76,834.04 $58,168.39 226,780  $262,794.00 4.047 n 749 79
300k $80,146.33 $59,651.01 211,982  $288,434.00 4.015 n 750 78
325k $73,069.45 $53,731.73 175,673 §313,14200 3.986 n 750 79
350k $72.467.70 $52,763.01 159,688  $338,256.00 3.950 n 7351 78
375k $67,150.27 $48,454.49 136,592  $362,884.00 3.927 10 751 79
400k $66,739.00 $47,098.77 123991 $388,661.00 3.896 10 752 77
425k $56,374.50 $39,463.49 97,734 $413,136.00 3.887 10 751 78
450k $56,680.26 $38,611.25 89,980  $438,831.00 3.891 10 752 77
484k $83,660.05 $56,762.04 123,640  $469,102.00 3.899 10 751 75
484k+ $114,376.49 $83,457.40 150,077  $567,859.00 3.812 8 754 74

Next, we investigated whether the same slowdown observed in most of the loan size buckets is also observed in various specified
pool stories, or if any stories instead followed the 85k and 110k buckets with higher speeds. Excluding the PR Geo story given the
limited volume, as well as the aforementioned 85k and 110k buckets, all other spec stories in the heatmap waterfall followed the
macro theme of slower speeds. This is illustrated in Exhibit 4.
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https://capmrkt.fanniemae.com/resources/file/mbs/pdf/benchmark-cpr-commentary-august-2020.pdf

Exhibit 4

Heatmap for Fannie Mae Cohort FRM30
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» + Absolute UPB matrix highlights how much UPB a population cut contributes to
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Cut ($ MM) ($ MM) Loan Count  Avg OLS WAC WALA FICO LTV E g 2 § H $ 3
85k §10,998.76 §9,428.54 146,430 $66,824.00 4.694 16 735 70
110k §19,121.26 $16,039.57 166,943 $99,166.00  4.507 15 740 72
125k $18,060.85 $15,077.55 131,009 $11846500 4.424 14 740 75
150k $40,407 46 $33,419.58 247,778 $138,696.00 4343 14 742 76
175k $50,430.92 $41,126.94 258,541 $163,273.00 4274 13 743 i
200k $64,455.63 $51,571.06 280674 $188657.00 4211 13 745 i
225k §70,870.57 $55,609.22 267,098  $213,437.00 4145 12 746 79
NY §25,227.12 $21,129.78 56451 $38540000 4.126 14 745 74
™ §49,392.27 $38,165.96 120,102 $327,54400 4010 " 747 81
FL §44,418.45 $35,074.39 111,146 $324,93900 4112 12 745 81
PR $21069 $192.29 598  $33336500 4322 15 759 83
LTV>=95 $118,032.78 $83,954.72 260,088 $333,767.00 4.167 12 743 96
Investor §26,939.66 $20,202.36 58,391  $355531.00 4.598 12 759 67
FICO<700 §68,448.99 $48,536.39 142,700  $349,299.00 4.350 12 674 73
Non-Spec $488,136.07 $350,074.05 1,001,236 $360,322.00 3.766 9 764 73

Specified Story Rankings

The specified pool market has a fairly well-established waterfall based on call protection, which drives both pooling decisions
made by originators as well as the pay-up to TBA paid by investors. Here we look at the prepayment performance and payups
for the stories in this waterfall. For prepay performance, we leverage the Specified Story cut in the 30-year Fannie Mae Cohort
heatmap feature and translate the BCPR3 speeds into rankings (Exhibit 5). For pay-ups, we rank the levels observed on Fannie

Mae’s Whole Loan Conduit monthly auctions for the same set of specified stories (Exhibit 6). In the BCPR3 heatmap rankings

(Exhibit 5), rank 1 represents the slowest story while rank 13 represents the fastest story, and in the pay-up rankings (Exhibit 6),

rank 1 represents the highest pay-up while rank 13 represents the lowest pay-up. It should also be noted that the pay-up rankings
are those of 3.0 coupon prior to Q2 2020 and 2.5 coupon Q2 2020 onward, as we attempt to adjust for the drift lower in origination
coupon into the continued rate rally.

The data indicates the pricing efficiency present in the market, as observed in the consistency of rankings across the two metrics.
Having said that, it also suggests some interesting observations:

I. Theinvestor story has enjoyed strong pay-ups recently, as market participants may have anticipated tightening in credit

availability in this sector during the crisis, which appears to be supported by the improvement in BCPR3 rankings in

recent months. However, the latest print suggests the story reverting to higher speeds while pay-ups continue to stay
elevated.

II. In2020,the NY story has consistently outperformed the 150K story from a prepay perspective, while lagging the

150K story from a pay-up perspective. This may be driven by market concerns around involuntary speeds, as the NY

region was one of the hardest hit by the COVID-19 pandemic.

Ill.  The othertwo geo stories, TX and FL, have shown a resurgence in issuance. Based on the data, both appear to
outperform in the BCPR3 rankings versus the pay-up rankings.
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Exhibit 5
BCPR3 Ranking
Cut Sep-2019| Oct-2019 | Nov-2019 | Dec-2019 | Jan-2020 | Feb-2020| Mar-2020 | Apr-2020 | May-2020 | Jun-2020 | Jul-2020 | Aug-2020
85k 1 1 1 1 1 1 1 1 1 1 1 1
110k 2 2 2 2 3 3 3 2 2 2 2 2
125k 4 3 3 3 2 2 2 4 3 3 3 3]
150k 5 5 4 4 4 4 5 5 5 5 5 5
175k 6 6 6 6 6 6 6 6 6 6 6 6)
200k 7 7 7 7 7 7 7 7 7 7 7 7
225k 9 9 9 9 9 8 8 8 9 9 9 8
NY 3 4 5 5 5 5 4 3 4 4 4 4
X 11 10 10 10 10 10 10 10 11 11 11 11
FL 8 8 8 8 8 € 9 9 8 10 10 9
LTV>=95 12 12 12 12 11 11 11 13 13 13 13 13
Investor 10 11 11 11 12 12 12 11 10 8 8 10j
FICO<700 13 13 13 13 13 13 13 12 12 12 12 12,
Exhibit 6
Fannie Mae Whole Loan Conduit Monthly Auction Payup Ranking
Cut Sep-2019| Oct-2019 | Nov-2019 | Dec-2019 | Jan-2020 | Feb-2020| Mar-2020 | Apr-2020 | May-2020 | Jun-2020 | Jul-2020 | Aug-2020
85k 1 1 1 1 1 1 1 1 1 1 1 1
110k 2 2 2 2 2 2 2 2 2 2 2 2
125k 3 3 3 3 3 3 3 3 3 3 3 3
150k 4 4 4 4 4 4 4 4 4 4 4 4
175k 6 6 5 5 6 6 5 6 6 6 6 6
200k 7 7 7 7 7 7 7 7 7 7 8 8
225k 8 8 8 8 9 9 9 8 8 10 9 9
NY 5 5 6 6 5 5 6 5 5 5 5 5
X 11 11 12 13 13 12 10 13 11 11 12 12
FL 11 11 12 9 8 8 8 9 10 9 10 9
LTV>=95 9 9 9 10 11 11 11 11 12 13 13 13
Investor 11 11 10 11 10 10 12 10 9 8 7 7
FICO<700 10 10 11 12 12 13 12 11 13 12 11 11
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Additional Resources

Contact Us

For questions, please contact the Fannie Mae Investor Help Line at 1-800-232-6643, Option 3 or by e-mail.

Resources
Benchmark CPR Dashboard

Benchmark CPR Video Tutorial

Benchmark CPR Methodology Overview

Data Dynamics Webpage

Stay Connected

Sign up for news, commentaries, and announcements

This commentary is provided by Fannie Mae solely for informational purposes based on information available at the
time it is published. This document is based upon information and assumptions (including financial, statistical or
historical data and computations based upon such data) that we consider reliable and reasonable, but we do not
represent that such information, assumptions, data, or computations are accurate or complete, or appropriate or
useful in any particular context, including the context of any investment decision, and it should not be relied upon as
such. It is subject to change without notice. Fannie Mae disclaims any responsibility for updating the commentary or
the opinions or information discussed herein. The opinions presented in the commentary represent the views of
professionals employed by Fannie Mae of certain factors that may impact the performance of certain loans in
Connecticut Avenue Securities reference pools. The effect of factors other than those assumed, including factors not
mentioned, considered or foreseen, by themselves or in conjunction with other factors, could produce dramatically
different performance or results. Statements in this commentary regarding the future impact of data quality
improvements are forward-looking, and actual results may be materially different due to, among other reasons, those
described in “risk factors” in our most recent Form 10-K and Form 10-Q. Fannie Mae does not represent that such views
are the sole or most accurate explanations for loan performance or that there are not credible alternative views or
opinions. Fannie Mae publishes this commentary as a service to interested parties and disclaims any liability for any
errors contained herein. Fannie Mae securities are more fully described in applicable offering circulars, prospectuses,
or supplements thereto (such applicable offering circulars, prospectuses and supplements, the “Offering
Documentation”), which discuss certain investment risks and contain a more complete description of such securities.
All statements made herein are qualified in their entirety by reference to the Offering Documentation. An offering only
may be made through delivery of the Offering Documentation. Investors considering purchasing a Fannie Mae security
should consult their own financial and legal advisors for information about such security, the risks and investment
considerations arising from an investment in such security, the appropriate tools to analyze such investment, and the
suitability of such investment in each investor’s particular circumstances.
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https://www.fanniemae.com/portal/jsp/fixed_income_contact_us.html?id=fim
https://datadynamics.fanniemae.com/data-dynamics/#/report/17
https://www.youtube.com/watch?v=98boLdLPPH0&feature=emb_logo
https://www.fanniemae.com/resources/file/mbs/pdf/benchmark-cpr-whitepaper.pdf
https://www.fanniemae.com/portal/funding-the-market/credit-risk/credit-risk-data-dynamics.html
https://www.fanniemae.com/portal/funding-the-market/notification-signup.html

	30-Year Benchmark CPR
	Exhibit 1
	Table 1: Components of Fannie Mae’s 30 Year July and August BCPR Results

	15-Year Benchmark CPR
	Exhibit 2

	Original Loan Size and Spec Stories
	Exhibit 3
	Exhibit 4

	Specified Story Rankings
	Exhibit 5
	Exhibit 6

	Additional Resources
	Contact Us
	Resources
	Stay Connected


