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Fannie Mae Benchmark CPR™ Commentary - Oct 2020

30 Year Benchmark CPR

i I e e [ e The September 30-year Benchmark CPR3 (BCPR3) for the
W[y , ";“‘\;_ . Fannie Mae cohort declined for the third straight month,
/ “——  comingin at 34.5 CPR, a 1.4% decrease from the 35.0 CPR
/ observed in August. While the 3-Month benchmark showed a
/ modest slowdown, its most recent one-month component
g ——— / increased 3.2% (from 33.9 to 35.0) as illustrated in Table 1a.
V4 There continues to be significant and persistent rate incentive
\ / in the market; using a 2.88% driving 30-year mortgage rate, we
S estimate that 64% of all mortgages are at least 50 bps in the
money, and this rises above 78% when looking at
conventional mortgages only. Prepayment speeds should
remain elevated as the industry continues to work thorough

Exhibit 1 this potential supply despite the well-publicized capacity
constraints faced by originators.

Table 1a: Components of Fannie Mae’s 30 Year Aug and Sep BCPR Results Table 1b: Components of Fannie Mae’s 15 Year Aug and Sep BCPR Results
30Yr FNM Cohort BCPR3 Components 15Yr FNM Cohort BCPR3 Components
Reporting Period BCPR3 Jun Jul Aug Sep Reporting Period BCPR3 Jun Jul Aug Sep
Aug 2020 35.0 36.7 34.5 33.9 Aug 2020 28.9 30.19 29.0 27.8
Sep 2020 34.5 345 33.9 35.0 Sep 2020 28.3 29.0 27.8 28.1
Table 1
15 Year Benchmark CPR
(R —
@ p e Similar to the 30-year metric, the Fannie Mae Cohort 15-year

Benchmark CPR3 (BCPR3) also slowed down marginally in
September to 28.3 CPR from the prior month’s 28.9 CPR.
However, this follows 3 months of relatively stable prints.
Having said that, the September 1-month component speed
increased modestly to 28.1 CPR from 27.8 CPR in August.
Looking further back, the July component printed at 29.0
CPR. See Table 1b for the one-month components of FNM
cohort 15-year BCPR3

Exhibit 2
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Observations in the Coupon Stack and Original Loan Size Buckets

This month, we utilize the heatmap feature in the Benchmark CPR report on Data Dynamics to highlight how the different
coupons behaved during the modest slowdown observed at the overall cohort level over the past three months. Exhibit
3 depicts the absolute CPRs for the coupon stack of the Fannie 30yr cohort. Hovering over the relevant cells in the
heatmap (on Data Dynamics) will allow a user to observe the changes in speeds over time. We observe that the 2.5 & 3.0
coupons experienced a noticeable pickup in speeds month-over-month and to some degree, so did the 2.0s. This
dynamic is consistent with the performance of the entire universe of 30yr UMBS observed by market participants.
Conversely, the higher coupons from 3.5 on up were stable or even slower on the BCPR metric. This indicates that the
higher couponsincluded in the BCPR population did not experience the same pace of refinancing as the entire population
of higher coupons. In other words, the remaining loans in high coupon pools issued more than 24 months ago are likely
prepaying faster than the loans in high coupon pools issued in the last 24 months. For a more detailed explanation on
the methodology employed in the BCPR3 calculation, please see the Resources section on Page 5.

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

Heatmap for Fannie Mae Cohort FRM30
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Exhibit 3

Next, we investigate to determine if any loan size buckets buck the trend of the slowing speeds observed in the overall
30-year BCPR cohort. The heatmap in Exhibit 4 indicates all loan size buckets maintained a similar speed or slowed versus
last month except for the 484k+ bucket, which increased from 37.5 CPR to 39.2 CPR. This appears to suggest that either
the borrowers in this bucket, the lending community at large, or a combination of both remain motivated to engage on
these larger loans resulting in more frequent refinances versus other loan size buckets. Note from Exhibit 4 that the WALA
on the 484k+ bucket is the lowest of the other loan size buckets and is growing in concentration.
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Heatmap for Fannie Mae Cohort FRM30
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Exhibit 4

Geo Rankings

In recent months, demand for Geo pools - specifically NY, TX and FL - has increased, and in response to stronger pay-ups,
we have witnessed an increase in issuance (we wrote about this is in our Aug edition and presented the heatmap along
the State cut). Here, we revisit this heatmap - Exhibit 5 - to verify the performance in the three Geo cuts mentioned above
and note that the pay-ups and issuance continue to appear to be justified. Outside of the NY, TX & FL stories, one item of
note from Exhibit 5 is that combined UPB of CA and CO has picked up ~3% additional share over the course of the 12-
month period illustrated, with the offsetting deficit spread out across the rest. This is likely a reflection of the home price
increases and a larger share of refinances.

Heatmap for Fannie Mae Cohort FRM30
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In Exhibit 6, we look at the rest of the states in a framework that compares their speeds to the overall Cohort. The BCPR3
data from the heatmap in Exhibit 5 is compared to the relevant month’s BCPR3 for the overall Fannie Mae Cohort. Even
after excluding the known Geo stories (NY, FL, TX) the range of performance relative to cohort is fairly wide and we see a
significant relationship to AOLS per the trendline in Exhibit 7. It is of note that AZ shows up as the biggest outlier in this
relationship.
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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
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