Dollar Roll

Dollar Roll

Dollar Roll

Dollar Roll
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Dollar Roll

Dollar Roll Agency MBS TBA pass-through
MBS
MBS Dollar
Roll securities lending( )
(Repurchase Agreement Repo)

1.1 Dollar Roll

Dollar Roll
(1) TBA
(mortgage bank) mortgage pool
Dollar Roll
(2) (mortgage bank)

TBA

MBS



1.2 Dollar Roll

Dollar Roll

Dollar Roll

Dollar Roll

Haircut
TBA 1
1
Dollar Roll
(substantially similar) 90-3
(1) the same agency/program (ex GNMA)
MBS (ex GNMA 1
GNMA II)

(2) original maturity and coupon

(ex 30



GNMA 15 GNMA)

(3) satisfy good delivery

1.3 Dollar Roll

Dollar Roll 50% Fannie

Mae Freddie Mac

BOAML Dollar Roll 2,000

1.4 Dollar Roll

(1) Drop Dollar Roll Drop
Drop
(1) Dollar Roll
(i)
(1i1) Mortgage Bank

(2) Sell the roll MBS



MBS

(3) Long/Short the roll MBS TBA
long the roll TBA
short the roll
(4) Carry coupon income
Trading at carry MBS

Dollar Roll

Breakeven Drop  Trading X ticks over/under

carry carry X ticks  carry X ticks
(5) Implied Financing Rate Dollar Roll
Dollar Roll

CMO Dollar Roll



Dollar Roll
Dollar Roll

Dollar Roll sell the roll

(cash flow)
sell the roll hold the
security Dollar Roll
Dollar Roll (cash flow)

+ (1)

sell the roll +1(2)

-3

+ (1)

(2) (scheduled payment of principal)

(3) MBS
hold the security
25 (1 @)

Bloomberg




Bloomberg

Dollar Roll

(1)DATE(Dollar Roll )
(2)PRICE( )  (3)REINV RATE( )
(4)PREPAYMENT ( )

Bloomberg Dollar Roll Analysis

| ® REINV RATE

® DATE Dollar Roll

DATE (Dollar Roll ) Bloomberg

TBA




PRICE ( Sell the roll
(IMM.PRICE)
(FORW
PRICE)
REINV RATE (
(sell the roll)
PREPAYMENT (

2.1 Bloomberg

Dollar Roll

G2SF 4%

’sell the roll”

DATE (Dollar Roll

)

06/20 (sell)  07/20 (buy)

PRICE ( )

1.bid price for Jun TBA: 100-00
2.offer price for Jul TBA: 99-22

REINYV RATE (

02%( )

PREPAYMENT(

5 CPR




Bloomberg

Bloomberg Dollar Roll Analysis

BALANCE

<G2SF 4%>
DOLLAR ROLL ANALYSIS
GZ5F L]
SETTLEHENT
HORTGAGE DATA DEFAULT PRICING DATE
HET [ chROSE THEE i, PRICE EFEER
ORTIGIMAL TERM 30y Om FoRW DROP B i25
REHAINING TEAM ; FORW PRICE EFELTER

PAGE 1 OF 2

EVALUATION OF
AREITHAGE
B/E FIN HATE
(BREAKEVEN ACT/360)
SOLWE FOR [B

STATED DELAY Reiny RaATE [EEERE (acT 3s0) ARE &/HH -47.01
GPH PLAN HN/A AL IZNDE =0, 15
raeravHeENT [HEEERE R - ap -t
£ LT B il
AMALYSITIS 0OF ALTERMATIWVES
MORTGAGE ROLL CONTINUED HOLDIMNG
CO5T AT 100 1, D0 e . 00 FUTURE WALUE OF PAYHENTS B, 948, 3%
ACCRUED 19 DAYS 2.311.11 REHATNING PRINLCIPAL:
AHOUNT IMVESTED 1,002,111.11 95 184 54 AT 99-22 951,277 49
30 DAaYS INTEREST { 167 .02 ACCRUED 19 DAYS 2, 0ER, 36
TOTAL FUTURE WALUE 1,002, 378 13 FOTAL FUTURE WALUE 1,062 335 14
DOLLAR ADVANTAGE 47,01
DOLLAR ROLL AMNALYSIS PAGE 2 OF 2
GISF 4
MET 4 GROSS 4,48
ORIGIMAL TERM 30y  Om STATED DELAY 49 BEINY RATE 0_an 28
REMAINING TERM 209y 7w GPFM PLAN N/ PHEPAYHENT CPR E.o0

COMNT IMNUUELD HOLIDIMNG OF S ECURILITY

Py HENT PRINCIPAL PRIMCIPAL MET CASH VALUE AS OF
DATE BALANCE INTEREST PAYMENT FLOW FL2001
JA20/11 904 kg D4 X 555 %% 5,815,068 8 G 0 B, 548 50

Bloomberg
Dollar Roll (cash flow)
( )
(1)
1l the roll Rk IMil G2SF 4% 06/11 at 100-00:
sell e 1o 1,000,000
2°:19 4%x(19/360)x1,000,000 = 2,111.11
1'+2°=1,002,111.11...(i)




(2)

0.2%x(30 /360) x1,002,111.11=167.01...(i1)

(3)

ik ( ) G2SF 4%
— 07/11at 99-22: 994,384.94x(99-22/100)=991,277.48

2°7/1~7/19

4%x(19/360)x994,384.94=2,099.26
1°+2°=993,376.74.. (iii)

TTL | (i)+(ii) — (iii)=8,901.38...(I)

hold the
security

(1)

4%x(30/360)*1,000,000=3,333.33...(1)

(2)

Bloomberg : 5,615.06...(i1)

3) MBS

25 (D @)

[ (i)+(i) ] /[140.2%x(5/360)] = 8,948.14

8,948.14...(IT)
TTL Bloomberg
8948.39

(I) — (I1) = -46.76

Roll

Dollar
8,901.47

8,948.14

10



Bloomberg Dollar Roll Analysis

<Mortgage Roll> <Continued Holding>

Continued

Holding

Dollar Roll

Bloomberg Dollar Roll Analysis

<G2SF 4%>
DOLLAR ROLL AMALYSIS PAGE 1 OF 2
G25F el
SETTLEHMENT EVALUATION OF
HORTGAGE DATA DEFAULT PRICING DATE ARBI TRAGE
NET DN GROSS TMH. PRICE ETERNER G Fin RaTE NN
EREIGINAL TEEH Slhy L nF HilY DROP l A g THEEAREEYEN ALT 180 )
REMAINING TERM EBy T FORW PRICE EEEEE sowve For [8
BALANCE
STATED DELAY REINV RATE [EEEER (ACT./3&0) ARE %/HM -47.01
GPM PLAN M/A = AZHDS -0, 15
rrEravHENT R 50 - aF -
AMALY SIS DOF ALTERMATIVES
MORTGAGE ROLL CONTIMUED HOLDING
"-\.\_\_-\_\--\-
-\-H-\"\-\__\_
-
e, B
DOLLAR ADVAMTAGE -ﬁ'.l:lI;

2.2

Bloomberg Dollar Roll Analysis
Dollar Roll

Break-even Financing Rate B/E FIN RATE )

11



(Implied Financing Rate)( )

Bloomberg Dollar Roll Analysis

Break-even Financing Rate B/E FIN RATE )

AMNALY SIS
MIRTGAGE ROLL
L pliln} 1. 000 &0h 00
ACCRUED 19 DAYS £ 111.11
AMOUNT INVESTED 1.,002,111.11
3 DAYS INTEREST 167 02
TOTAL FUTURE WALUE 1,002 27

DOLLAR ROLL ANALY SIS

RETINY RATE m [ACT Aa0)
R i ik e

FAGE 1 OF 2

SBLTERMATIVES
COMTINLED HDLKI NG
FUTURE VALUE OF PAYMENTS H ¢
AEHAINING PRINCIPAL:
Gl 384 64 AT PR-22 eal
ACCRUED 1% DAaAYS
TOTAL FUTURE VALLE 1
DOLLAR ADVANTAGE

e
2,099, 26
O0Z, 325, 14

47,01

’hold the security”

8

Roll

0.2% 0.256%

Dollar Roll

”’sell the roll”

Bloomberg

0.256%

0.256% Dollar

Continued Holding

12



Dollar Roll

(1) Dollar Roll
(2)
3.1 Dollar Roll
Bloomberg
Dollar Roll
3.1.1 Dollar Roll
MBS
(prepayment risk)

(par value)
(over par)

(under par)

13



Dollar Roll

”’sell the roll”

’buy the roll”

Dollar Roll( sell the roll)
Over par Dollar Roll
1. over par
2. prepayment CPR5 — CPR 30
3. Dollar Roll Roll advantage ( 242.08—1,466.06)
DOLLAR ROLL AMNALYSIS PAGE 1 OF 2
GISF 4
SETTLEHENT EWVALUATION OF
HORTGAGE DATA DEFAULT PRICIMNG DATE ARBITRAGE
NET GROSS IMH. PRICE B/E FIN RATE IEDEGED
DRIGINAL TERM 30y FORW DROP s (EREAKEVEN ACT/380)
REHAINING TERM FORW PRICE EEEER colLvE FoR [
EALANCE
STATED DELAY REINV RATE m__[_ﬂ:l':[._."}hl:l} ARE- 5/HM 242 .08
GPH PLAN HN/A HLLE J2NDS 0. 77
PREPAYMENT m -... BP 28
AMNALY SIS OF ALTERMNATIWVES
HORTGAGE ROLL COMTINUED HOLDING
COST AT 105 1,050, 000, G FUTURE VALUE OF PAYMENTS 5,948, 39
ACCRUED 19 DAYS 2,111.11 REMATWING PRINCIPAL:
AMOUNT IMVESTED i,082,111.11 P 384 94 AT 104-22 1,040 994, 73
30 DAYS INTEREST 17535 ACCRUND 19 DAYS 2 099.26
TOTAL FUTURE VALLE 1,053 TEA TS5 "7 TOTAL |FUTURE WALUE 1,052,044, 38
DOLLAR ADVANTAGE = 2a4az.08 -
FPasssmsgemsmmns
DOLLAR ROLL ANALYSIS PAGE 1 OF 2
GIEF 4
SETTLEHENT EWALUATION OF
MORTGAGE GATa DOEFRULT PRICIMG DATE ARBITHAGE
HET TN 05 [IEFE IHH.| PRICE B/E FIN 2ATE IEEER
ORIGIMAL TERH 30y  Om FORW DROP s 5 {EREAKEVEN ACT/3&0)
REMATIMING TERM FORW PRICE EFEEER souvE FoR 3
BALANCE
STATED DELAY RETM) RATE [ACT/280) ARE $/MM 1484, 06
GPFH PLAM HN/A S A e 32ND5 4. &%
preshyvHeEnT [ERNER HEE - = BP 167
= kT .
AMALYSIS |OF ALTERMATIVES
HORTOAGE ROLL CONTINUED HOLDING
COST AT 105 1,050, 000, 00 FUTURE VALUE OF PAYMENTS 33,934 69
ACCRUED 19 DAYS 2,111f 12 REMATNING PRINCIPAL:
AHOUNT INVESTED 1,052,111,11 RED 308, 6 AT 10¢-22 1,014, 839 .20
30 DAYS TNTEREST 175 15 ACCRUED 19 DAYS _2,045.51
TOTAL FUTURE VALUE I, 08 20892 " "STOTAL FUTURE VALLE 1,050,820.40

COLLAR ADVANTAGE

2 1,466, 6 =

14




Under par Dollar Roll

1. Under par
2. prepayment CPR5 — CPR 30
3. Dollar Roll Hold advantage ( 336.09—1,610.74)
DOLLAR ROLL ANALYSIS PAGE 1 OF 2
G25F i
SETTLEMENT EVALUATION OF
MORTGAGE DATRA DEFALLT PRICING DATE ARBITRAGE
HET TR crRoss FOEERE ImM. PRICE m /e Fin mate EREER
ORIGINAL TERM 3 FORW DROP [BREAKEVEN ACT/3&0)
REHATNING TERH FORW PRICE m SOLVE FOR @
BALANCE
STATED DELAY REINY RATE, IR, £ 4G/ 360) ARB £/MM -334.09
GPH PLAN H/A . e 32MD5 -1.08
rREPAYHENT - IIENEE &0 :- .n.. or -2

FI TN

ANALY SIS OF ALTERMATIVES

MORTGAGE ROLL COMTINUED HWOLDING

COST AT 95 950,000.00  FUTURE VALUE OF PAYMENTS 8,948, 39

ACCRUED 19 DAYS 2,111.11  REMAJINING PRINCIPAL:

AMOUNT THVESTED 952, 111.11 004, I84.94 AT 94-22 941,558, 24

30 DAYS INTEREST 158.60  ACCRUED 19 DAYS __,,ﬁ,__.}q_

TOTAL FUTURE VALUE 952 260.80  TOTAL FUTURE VALUE U2, 605, 80 &
DOLLPR ADVANTAGE : 336.09]

DCOLLAR ROLL MALYSIS PAGE 1| OF 2

G2SF 4
SETTLEMENT EVALUATION OF
MR T l;,l.l:ll'.nl'_- I,ZIA‘IIu BEFAULT PHIL LMG DATE ARB I TRAGE
HET TR cGro=5 PEEN 1re. PRICE BB B/E FIN RATE EEEER
ORTGINAL TEEM 20% Om FOW RO B . L {BREAKEVEN ACT /B&0)
REMAINING TERM FORW PRICE g EETEY colveE For
BALANCE
STATED DELAY REINY RATE JTEEE _-:_-1.n_:_‘-.=3&:|;| ARE /MM -1600.74
GFM PLAN N/A . : IZNDS -5 .15
F'HEF'A'r'h'ENT-m _.._.L EP =303
lll-l“'ﬂll--ln
AMNALYSIS OF ALTERMNMATIVES
MORTGAGE ROLL CONTINUED HOLDING
COST AT 95 950,000.00  FUTURE WALUE OF PAYMENTS 33, 9p4 .69
ACCRUED 19 DAYS _2,111.11  REMAINING PRINCIPAL:
AHOUNT INVESTED §52,111.11 969 398.64 AT 94-22 917 8p9.34
30 DAYS INTEREST 158.6%  ACCRUED 19 DAYS o Al da L Y
TOTAL FUTURE VALUE 052,260.80  TOTAL FUTURE VALUE 53, 880,541
DOLLAR ADVANTAGE ;L 610 T
VS. vs. Dollar Roll
Prepayment speed Sell the roll MBS bond holder
CPR 1 Positive Negative
Over par - —
CPR | Negative Positive
CPR 1t Negative Positive
Under par — :
CPR | Positive Negative

15




3.1.2 Dollar Roll

(1) A Drop 10 ticks
(2) B  Drop 10 ticks
A B

Bloomberg

1. Price Jun (102-20) vs. Jul (102-10)
2. Drop: 10 ticks
3. Reinvrate: 0.2%
4. Mortgage Roll Dollar Advantage:$43.94
IEFL L AR ROy AMNALY S 1 = FAGE 1 O 2
G2 5F 4
GETTLEMENT EV&LUATION DF
MR TGAGE [ATA DEFALULT P LG NG R SR TEALGE
nel DN ceoee DNEEEE in. PRICH RN ¢ conoear IR
ORIGINAL TERH Jony  Om HOFW DR = {BREAKEVEN ALCT/ 38602
REHATMING TERM BBy 1 FORW PRICI EEEEE souove sl
BALANC
STATED DELAY e iny pATE IEEE ¢ ACTSe00 ARE $/HM 47, Gl
GPH PLAN  HN/& e 1Ml o, 14
preravres T IIENER EER -2 Be 5
ANALYSTS OF ALTERMAT IVIES
MURTGAGE B0 U ITHUED MR NG
COST AT 102-20 1, 06, #50. 00 FUTURE WALUE OF PAYMENTS 6,508, 47
ACCRUEED 19 DAYS 2,3111.11 REHAIMNIMG PREINCIFAL:
AFOUNT INYESTED 1,028 ,361.11 296, 74 .90 AT 102-10 1,019,845, 7%
10 DAYS THNTEREST 171.3%9 ACCRUED 1% DAYS 2 10, Bl
TOTAL FUTURE WAL 1,008, 532,50 TOTAL TURE WAL 1,028 4050, 56
DULLAH ALWANTALL +5.04

Price Jun (102-00) vs. Jul (101-22)
Drop: 10 ticks

Reinv rate: 0.2%

Mortgage Roll Dollar Advantage:$22.87

Ll
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DOLLAR ROLL ANALYSIS

GISF 4

PAGE 1 OF 2

SETTLEHENT EVALUATION OF
MORTGAGE DATH DEFAULT PRICING DATE AREITRAGE
HET GAOSS LIEGEE TP, FRICE 8/F FIN RATE
ORIGIMAL TERH 3y Om FORW DROP | (BREAKEYEN ACT 380)
REHATNIMG TERM 1 FORW PRICE EFEERl colvE For [
BALANCE -ﬂ
STATED DELAY REINY raTE EEER (ACT/360) ARE £ HH 22.87
GPH PLAM NSA i F2HDS G.o?
preravHENT EEERE =R = EP ]
" pmEn L)
AMALYSIS OF ALTERMNATIVES
MORTGAGE ROLL CONTIMUED HOLDH MG
COST AT 102 1,020, 00000 FUTURE WVALUE OF PAYHENTS 6, 538 4%
ACCRUED 10 DAYS 2.131.33 REMATHING PRINCIPAL:
AHOUNT THYESTED 1,023,113,.1] 9E& 794,90 AT 101-23 1,013 ,615.82
30 DAYS INTEREST 17035 AOCRUED 19 Days J 10ad . 54
TOTAL FUTURE WALUE 1,023, 28] .46 TOTAL FUTURE WALUE 1,022 IS8 .50
DOLLAR ADVANTAGE &2 .87

10 ticks

Dollar Roll

$43.94 vs. $22.87

1. Price Jun (102-20) vs. Jul (102-10)
2. Drop: 10 ticks
3. Reinvrate: 0.1%
4. Continued Holding Dollar Advantage: $41.75

DOLLARKR HROLL AMNALY SIS PAGE 1 OF 2
GZSF A

SETTLEMENT FEVALUATION OF
MORTGEAGE BATA GEFSULT P LC LNG AT ARDT TEALGE
HET oRos: DRI iMA. PRICI pse Fin mare IR
ORIGINAL TERH 30y  Om FURW DROF o 5 {BREAKEVEN ACT/ 360
REHATMING TERM 1 FORW PRICI EEEE soove rm
B L A |
STATED DELAY REINY RaTE IEE ¢ A07 /5000 ARD $/HM 47,
GPH PLAR  H/A = e T . 14
rreravrin T ([HERER RBER - BF 5
AMAL Y S IS5 O0F ALTERMAT ILWIES
MURTOAGE HOLI GO T THUED BRLD T NG

COST AT 102-20 1, 0@, #5000 FUTURE WALUE UOF FAYMENTS i, 505, 41
ACCRUED 19 DAYS 2,311,171 REHAIMING PRINCIPAL:
AMOUNT IHVESTED 1,008, 361.11 GO0, 79490 AT 102-10 1,019,845 . 75
30 DAYS TNTEREST 171.39 ACCRLUED 19 DAYS 2,104 34
TOTAL FUTURE WAL 1, 0@, 552, 50 TOTAL FUTURE WAL 1, OEE  AEE, G

DULLAH ALVANTALL

&5 .54
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1. Price Jun (102-00) vs. Jul (101-22)
2. Drop: 10 ticks
3.  Reinv rate: 0.1%
4. Continued Holding Dollar Advantage: $62.31
DOL L &R ROLL ARMALYSIS PAGE 1 OF 2
G25F 4 Junii

SETTLEMENT EVALUATION OF
MORTGAGE DATS& DEFALLT PRICING DATE ARBITRAGE
HET [N rAos: TEEEE Dvid. PRICE B/E Fin RATE IENREE
DRIGIMAL TERH 30y Om FORW DROP LE [BREAKEVEN ACT/ 3460]
REHAIMING TERM FORW PRICE EEER colvE For §
BALAMCE -w
STATED DELAY REINY RATE IEEEE (ACT /3800 ARE £ MM -&2. 31
GPM PLAN H/& -y ITHOS -0, 20
PREFAYHENT IIENER B --- i -7
AMNALY SIS DOF ALTERMATIVES
MORTGAGE ROLL CONTINUED HOLDING
COST AT 102 1, 020, 000, 00 FUTURE VALLUE OF PAYHEMTS &,5308.43
ACCRUED 1% DAYS 2 1131.13 REMATNING PRINCIPAL:
AHOUNT THYESTED 1,002, 111.11 906, TRA 90 AT 101-22 1,013 ,4815.82
30 DAYS INTEREST A5.18 ACCRUED 19 DAYS 2,104, 34
TOT&L FUTURE WVALUE 1, 03, 196. 29 TOTAL FUTURE VALUE 1,023, 75E. 5%
DOLLAR ADVANTAGE [

18
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3.2 Dollar Roll

Dollar Roll
3.2.1
Dollar Roll
Drop
(1) Drop
bid-offer
(2)
MBS
1~3 ticks
Dollar Roll
A bank B bank C bank
Jun_bid price 102-25 102-28 102-26
Jul offer price 102-15 102-17 102-16

Difference 10 ticks 11 ticks 10 ticks

19



Drop B
B 6 (102-28) A

7 (102-15) 13 ticks

3.2.2

5/20 6/20 7/20 8/20
G2SF4% | 103-00 | 102-02 (Jun_S) | 102-02 (Jul S) | 102-02 (Aug S)
101-24 (Jul B) | 101-24 (Aug B) | 101-24 (Sep B)

Dollar Roll . . .
10 ticks 10 ticks 10 ticks
G2SF 4%
102-02 102-02 102-02
1) 5/20 G2SF 4% 5/11 103-00
(i) 6/20
1. 30 ticks
2. Dollar Roll (D) 1 Dollar Roll
20 ticks
(2) 2 Dollar Roll
10 ticks

20



(3) 3 Dollar Roll

Dollar Roll

Dollar Roll

1 Dollar Roll
2 Dollar Roll
Mortgage pools
Dollar Roll

Roll down

21




Warrant Buffet Life is like a
snowball, it is important to find a very wet snow and long
hill

Rolling
down

MBS Dollar Roll

MBS
Dollar Roll
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