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Market Description of RMBS Categories

Attribute Prime Jumbo Alt-A Subprime
Lien Position 1% Lien 1%Lien 1% Lien Over 90% 1 Lien
‘Weighted Average LTV Low 70s Low 70s Low 70s Low 80s
Borrower FICO 700+ FICO 700+ FICO 640-730 FICO 500-660 FICO
Borrower Credit History No credit No credit No credit Credit derogatories
derogatories derogatories derogatories
Conforming to Agency Conforming Conforming by all| Non-conforming  Non-conforming
Criteria? standards but size | dueto due to FICO,
documentation or  credit lustory, or
LTV documentation
Loan-to-Value (LTV) 65-80% 65-80% 70-100% 60-100%

Source: Gorton — the Panic of 2007

Non conforming come in many flavors: Low FICO, Thin FICO (XS
spread FICO), No doc, negative amortization, No Debt/Income,...

Here are some stats:

Boudoukh-IDC

Table 1

Loan characteristics at origination for different vintages

2001 2002

2003 2004 2005 2006 2007

Number of Loans (*1000)
Average Loan Size (*1000)

FRM (%)
ARM (%)
Hybrid (%)
Balloon (%)

Purchase (%)
Refinancing (cash out) (%)
Refinancing (no cash out) (%)

FICO Score

Combined LTV Ratio (%)

Debt-to-Income Ratio (%)

Missing Debt-to-Income Ratio Dummy (%)
Investor Dummy (%)

Documentation Dummy (%)

Prepayment Penalty Dummy (%)

Mortgage Rate (%)

Margin for ARM and Hybrid Mortgage Loans (%)

452 737
126 145

Size
1,258 1911 [2.274 | 1,772 316
164 180 200 212 220

Mortgage iype

33.6 238 186 199 275

0.3 0.3 64 0.4 0.2
65.3 758 545 438
08 0.2 2= 252 285

Loan purpose

301 358 413 424 296

577 56.5 514 590

11.8 1.7 6. 6.2 11.4

Variable means

33.2 29.0
0.4 0.4
59.9 68.2
6.5 2.5
20.7 29.3
58.4 574
11.2 12.9
601.2  608.9
79.4 80.1
38.0 38.5
34.7 37.5
8.2 8.1
76.5 70.4
75.9 75.3
9.7 8.7
6.4 6.6

618.1 618.3 618.1 613.2

82.0 836 849 859 828
38.9 394 402 411 414
29.3 265 | 31.2 | 197 30.9
8.1 8.3 8.2 82
67.8 664 634 623 66.7
74.0 731 725 710 70.2
7.7 7.3 7.5 8.4 8.6
6.3 6.1 5.9 6.1 6.0

Descriptive statistics for the first-lien subprime loans in the Loan Performance database.

Source: understanding the subprime mortagge crisis, Defk§ateymret, RFS 2011
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Outstandings in $ Billions
Non-Agency Outstanding
Year Total  Agency Total Jumbo| Alt-A  Subprime
MBS
2000 3.003 2,625 377 252 H 81
2001 3.409 2,975 434 275 50 109
2002 3.802 3313 489 256 67 167
2003 4.005 3,394 611 254 102 254
2004 4.481 3.467 1.014 353 230 431
2005 (5.201 ( 3.608 1.593 441 ( 510 ( 641
2006 5.829 3,905 1.924 462 730 732
2007Q1 5,984 4,021 1.963 468 765 730

Source: Federal Reserve Board. Inside MBS&ABS. Loan Performance,

Source: Gorton — the Panic of 2007
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Mortgage Originations and Subprime Securitization
Total Subprime Subprime Subprime Percent
Mortgage Originations  Share in Total Mortgage Subprime
Originations (Billions) Originations Backed Securitized
(Billions) (% of dollar Securities (% of dollar
value) (Billions) value)
2001 $2.215 $190 8.6% $95 50.4%
2002 $2,885 $231 8.0% $121 52.7%
2003 $3.945 $335 8.5% $202 60.5%
2004 $2.920 $540 18.5% $401 74.3%
2005 $3.120 $625 20.0% $507 81.2%
2006 $2,980 $600 20.1% $483 80.5%

Sources: Inside Mortgage Finance, The 2007 Mortgage Market Statistical Annual, Key Data (2006), Joint
Economic Committee (October 2007).

Source: Gorton — the Panic of 2007
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Risk Profile of Subprime Mortgage Loans High Grade ABS CO0
Sealor AAA' |88t
E Junior ‘AAA" 5%
Subpfime
H Mortgage Loa —* Subprime AN 3%
] " Mortgage
g Bonds » 2%
- AAR 81% ‘888 1%
§ E AR 11% NR 1%
5 po— PN
G505 - ‘888" % Mezz ABS CDO c€po*
Borrower Credit BBNR 1%, notin all defals [  Senior AAA | 629 Senior ‘AR | 60%
Other credit support, Excess Sumtor-AAA 1 Junior ‘AAX | 27%
Spread, Over-collateralization -
AX % AN 4%
—

® 6% A 3%

‘ses’ % ‘a88’ 3%

NR 4% NR 2%

Other credit support: Other credit support:
Excess Spread Excess Spread

Source: Gorton — the Panic of 2007, IMF stability report, 2008
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CMBS Capital Structure Evolution?
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Source: Moodys
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Source: understanding the subprime mortagge crisis, Defk§atgymret, RFS 2011
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Moodys Revenues from Structured Finance ($mm)
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Source: Annual Reports + comp presentations
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Source: IMF stability reportAPRIL 2008
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Source: IMF Report, 2008
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Equity
ABCP (bn) Assets (bn) (bn) ABCP/Equity
Citibank 93 1,884 120 77.4%
ABN Amro 69 1,301 34 201.1%
Bank of America 46 1,464 136 33.7%
HBOS 44 1,160 42 105.6%
JPMorgan Chase 42 1,352 116 36.1%
HSBC 39 1,861 123 32.1%
Societe Generale 39 1,260 44 87.2%
Deutsche Bank 38 1,483 44 87.8%
Barclays 33 1,957 54 61.5%
WestLB 30 376 9 336.6%

Source: Acharya, Schnabl & Suarez (2009)
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Source: Brunnemaier 2008
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Source: Brunnemaier 2008
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Source: He Khang Krishnamurthy 2010
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From a risk mgmt perspective: a complete disaster in assessing
PD (tail risk) and LGD (recovery)

Source: He Khang Krishnamurthy 2010
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