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7 ~ Agency MBS# 3-Rimgr B ¥
- ~ Agency MBS F 4 & Rmim

(—)Agency MBS 1 & 3L T A g7 & it

Agency MBS #3421 & 5 (e =@ ~83RAE -2k HEE (2

#47 Q)L F A et #F L4 (GSEs)- (B 15 s2 %)

2 2008 # &£ b % 160 Agency MBS 3 4 m = IR - L AR

Gramz2zing®1)

(1) Fed ¥ 7 QE> B4r~ £ &3 ¥+ ¥ i& Agency MBS > = Z 178 #
P Agency MBS 7 #-f R E &2 & 4 o

(2) # W GSE (Fannie Mae -~ Freddie Mac)#]=t f'h &8 X E <~ 4f 4 »
B hedF g 4F £ 7 a9 Agency MBS R i+ -

(3) p 2008 # & gk k{6 > WHILF A HF & > Agency MBS ¥
F $81=100bn % ~ o

Bl 1: Agency MBS Investor Composition
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950 ]- Net annual purchases of agency MBS by investor ($bn) and estimated leverage of the marginal buyer of MBS
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(=) Agency MBS i & 3% % § 447

WM iT# Agency MBS A & F X § £ =
d B 2283 E"?—’—JF% ﬂ!éﬁ",’f i Fed r¢b» # 5 Agency MBS i & 3%
F g g Ef i ¢ R

% 4% 7| Fed tapering FE 47 & # # F]% @ p4F iz » GSE pI L7 3
F ¥ #4500 1 Agency MBS (1] 4) -

hEF A~ A £ 532 L~ Mortgage REITs

7

B3 : 2013# 1~10 " Agency MBS 7 ii% B4 1 2011# 12 kAgency MBS 7 4 & § &
Fig. 2: Net Issuance and Marginal Buyers of Agency MBS in 2013 Lack of net demand ($bn)
2013 YTD (Jan-Oct)
— 2011 2012 2013 1H 14
Supply Side:
Change i the Outstanding Balance $220bn Banks 138 65 -41 17
MM 289 -208 -75 -100
Denand Side: REITs 132 146 -100 28
| Federal Reserve $440bn |
Banks + Savings + Credit Unions +$0bn Overseas 165 115 -106 15
GSEs ( Fannie + Freddie + FHIBs) -$60bn [ CSEs -91 -86 -83 31 |
Overseas Investors -$20bn Total 303 32 -405 157
Mortgage REITs -$70bn
All Other DomesticMoney Managers -$70bn Net Iss 9 62 276 14
Source: Nomura Source: Barclays




@ Agency MBS 1 & 3 A chF KA B TEY L KR40

Money P v 45 Agency MBS ff 2 MBS 5 .~ 1§ widen
managers | & RI&H € 34 F 7 fo

REIT p @ REIT 2. T 5 P/B +* & 4> 100> ;?#F,— FE Ao TR
FlEE 2 HE AT S D £FR & ¥ 0 500%) -
S EF X ES Agency MBS £ 2 K5 f 0 B oa MBS
yield 4 Z w314 > e p FFF Livgss o

&) p 2008 & 2k » =& F jp4F MBS 28 =% 100bn - 3¢ #p
FFA PARE HAE A o
&7 £ #(2014)4~ #] LCR (Liquidity Coverage Ratio)z. . z_

@ W4 GNMAMBS 43 » e F X &2 3 &, &
17bn - g% 2 yield + =1 > o € 34 MBS F -

B Basel 1l 4p B € 3* 2R 2 % Agency MBS £ F 2 2 B 5

1. LCR (Liquidity Coverage Ratio)*. #_i¢ % 427 ¥ 3 +t GNMA
MBSz & F & &

Basel 1113770 & 7F #4506 14 b & 3 1 LCR£ NSFR (Net Stable
Funding Ratio) = 8 ji# {2 £ it Jp 4% » M- )30 20152 2018 # B
be@ 5> B P LCR L briE 9 % » 3§ 221 2019# /f i 7]100% & i
Fop A EEREEG ZREfF DB FTAN AR R e
P4 330X o

Fed& £ 2 RRE P 4117 1+ £ Basel 1z LCRe . %_» ¥ R 3 2 pF R
BB 2 S B Bt o 132017 & 3oiE $1100% & Rt
v Basel e % 7 % # o P Fed#-E RFA RS FENE L

5
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Z #5037 I fohaircut: GNMA MBS %15 % RIS/ <

Y

’

Flevel 13 A2 - 7 % haircut » iz Freddie frFannie MBS/ level 2A
;F??é_’haircut ratio 3 15%:> ¥ 5 42{7 3 4t HGNMA MBSHL T 7 &
d BI5¥ 5 1 p 2012# Basel 13 1 2 % » Ginnie Mae MBS it 42 {7

m\

FFIMBSZ W EHFFHE S 5 BT A AAEFHR N A RBE
LCReNE F-k 3 > F A A % o

BI5 : 87+ 3 GNMA MBS £ B6:4i7tk + HTM/ (HTM+AFS)z_* £
(Yopassthrough MBS)
Exhibit 4: Bank GNMA weightings have been steady Exhibit 3: Banks have been moving more MBS into
recently - higher in 2014 HTM accounts
Ginnie Mae share of passthrough holdings in HTM and AFS accounts HTM share of AFS+HTM MBS holdings by bank holding companies
25%
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Source: JP Morgan Source: JP Morgan

2. Basel "% 472 AOCIFE P FR > TRV F 235 7
¥ 9-MBSd AFS# FIHTME =

#1730 #-MBSH® 2z 5 AFS(Available-for-sale) ¢ 3-8 p ™ > @

AFSIE P 2% @ % A F I F § B L ¥ 2 AOCI
(Accumulated other comprehensive income,  ## & # 7 & J2 & )38
B o Basel R 2 417 7 #-AOCIZE p 0 » 2 T F A2 3+ = 3P

i '% = % ﬁi‘iﬁ I% ﬁ?%‘l’é (7 T LF‘ 7““@’ /}iﬁv 'T]LLL 41

7 45 MBS 3 3% =4 $|HTM(Hold-to-muturity)sg B - (§]6)




= ~ Agency MBS # 3 kb1 247

m 2014 + £ & Agency MBS % i 4& b

d B 77 50 82013 & g 4pet 0 2014 & ¢ X ch Agency MBS
RGP R Pt 0 d ) 8 <1 Agency MBS # 7 £ st 21 FE 0 P
Morgan g iz 4 & gross ¥2 £ 4¥ (7 £ ¥ i¢ %4 %] 5 825bn £2 25bn £ ~ >
4 &9 v £ 3Ea] 5 1,500bn £ 275bn £ = o
7 : Net Supply of Agency MBS B8 : Agency MBS# {7 & i3+ (date: 2014.6.30)
20 Historical and projected securitized products gross and net issuance ($bn)
] 2013 m2014 2012 2013 2014 2014
Fixed Actual Actual YTD*  Projected
30 A Gross Issuance ($bn)
ABS $134 $118 $73 $145
20 - Non-agency MBS $3 $12 $2 $5
Agency MBS $1.605 $1.500 $370 $825 |
% 10 4 Non-agency CMBS $43 $69 $29 $65
z Agency CMBS $50 $59 $19 845
Total $1,835 $1,758 $493 $1,085
0
Net Issuance ($bn)
-10 ABS $14 $11 $7 8§35
Non-agency MBS (574) ($61) ($22) ($45)
20 [Agency MBS $70 $275 $13 825 |
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Non-agency CMBS (839) ($11) (811) (525)
Agency CMBS $38 $43 $15 $35
Source: JP Morgan

Citizp¥#, #1-5" 23 Ep P FAgency MBS 23 7€ £ 8 4
I 67bn £ A iadri o FMA R ARk p e BINA:

B19:2014F1~5" 224 & o Hp 2 Agency MBS % (7 & £ & » 47
Figure 12. Explaining the decline in net issuance between Jan-May 2013 and Jan-May 2014
AR H67Tbn £ =
H2013 W2014 Diff
100 + H Bank Whole loan
80 | retention
E 60 -+
o
% 40 4 M Non-agency to agency
g refis
T 20 4
m
@ 0 -
=
.20 GSE portfolio
5-40
z
-60 -
80 - Purchase Issuance
Source: Citi
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Bank Whole loan retention (33bn) : 41{7>t 4 # % 7 B %9 Atk
Fa A d I3 hloan 2 E RS K 38bn o a‘r“,f— D
¢ i& Agency MBS * 1 non-conforming loan » Citi %3+ % 3 33bn
FFFPY e B F1E o q 417 Y 7 loan e B A & (1) FHFA
T E Ak Gfee (5 | R *) o (47 % loan ¥ & 4 7 4
S0 o ()P o H Hrfio| A lenders AR IFE B o ow
lenders(Wells Fargo, BoA, Citi 4= Chase) p =+ it +* (purchase loan +

refinance loan market) "% 3] & 20% - @ 2] <0 lender M v %

Floans> @ % ¢ EABELF S N3 .

Non-agency to agency refinances (12bn) : £ &+ 7 B * o
Non-agency loan refinance ¥] Agency loan 14 g3 & [ Hp ™ '%

% 12bn -

Purchase Issuance (10bn) : 2 & + L & 53 4/ &% &> SpEE A ¢
s R ARt R4 &I Y Purchase Issuance #:2 # ¢
H#p b 10bn -

F ke Fli

GSE portfolio (12bn):GSE # 4 &+ 7 i * 45tk + mortgage loan
2R & R 12bn -
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(-) GNMA MBS# {73 =2 % & % Update

B Recent Trends in GNMA MBS Issuance
1. L% L

p 3w GNMA MBS § Agency MBS# {7 & ' £ ¥32%([%]10) > 2008 # /%
%% E42% 0 BEF & g R & {2 Non-Agency MBS# #-3% i » 37 5 i
A Ha ¥ -d FHAR-2E 2 mortgage loan#7ik -
GNMA MBS>+2014 + X & 2_gross issuance = 125bn% ~ » d B|11+ —ﬁ
L EP X ER L B E T0920bnE & > #2013 & 0 7 # R
Flmortgage rate*+2013 7 X & + = ¥100bp - #<refinancefrpurchase p
the 5 (Y SRR R0 0 E B4 # w42 > mortgage rate 4 TE
T purchase loan#] % & %1% (% £ 5 #7IF)m 3 4 - GNMA MBS
AR = o S AR N 2% o

v
®110: GNMA MBS / Agency MBS i+t B]11: GNMA MBSz Loan Type ‘& =
GNMA Share of Monthly Agency MBS Issuance i Monthly Issuance of GNMA MBS By Loan Purpose
45%
40% 1o
":T N 535 o Il
35% ©
.. N g 30
3 30% g
8 . { § 25 -
g 2% 220 il
2 20% | N — Zis
o 15% é 10
£ 10% 5
5 5% 0 T T T T T T T T T T T
0% +———m———F—T—T————————————— T e e e T B B
883823888583 228 s 5 23§ 583§ 5 58 3§
c > a3 >%£ c > a3 > ¢ > a3 >% < < <
© O o I ®© @ O o I @®© © O O = @®
-z w S = - 2w S = - 2w s =

MPurchase MRefinance M Other
Source: Nomura

Source: Nomura




2. GNII# =& 4 GNMAMBS £ ¢ #9501 }

GN Il 7 £ § GNMAMBS:* & i 2010# 60%:b+ 3 - % 2014% =
% £95% FIGN 1e3 (= £ br - 20184 ¢ 15 L 4£-5] % 7 0.5bn T
weBe AGNIPGNIN S B 234 % A %0 = P 99 Bt 375 7 GNMA

MBS= I 48 5 GNII MBS -

B]12 : GN Il / GNMA MBS#% = & ikt
GN Il Share of Overall GNMA MBS Issuance

35 120%
- 40%

|_L__ll | __i_i d__l_|_, - 100%
|
I - 20%
| dimiiy

- 80%
=7
ENGN Is N GN s GN Il as % of 30-yr GN Issuance
Source: Nomura
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B Recent Trends in GNMA MBS underlying loans

1. 78 FGNMAMBSH|F A% 7 VAloans £ & » convexity#-%
(LF S S

FHA:LT # i 3 3 "% MIP(Mortgage Insurance Premiums) & * - $#3RFHA

#7 (%-2¢ crpurchase loan £ % © "% > @ VA loan & #7% * GNMA MBS pool

At £ A% R4A% 3 > 4o Bl13° @ FIVA loan=1S curvert FHA loan = "4 (]

14) » # 7n 15 ™ *% g5 2 prepay:# & P 0 $4F 5 E  GNMAMBS2

FF AP FATEF 7% B GNMA MBS2. convexity #-% 18 fi £ o

VA loan=S curvede ' 2 i ] ¢ (L)VAloant 3¢ A 2. &5 * Jkiw i FHA

loan % i£ - (2)VAloant 3t 4 i& {7 £ gk F 2 i 2 FHA loan 5 £ -

10



®l13 : GNMA MBS poolz VA loantt &

B]14 : VA loan£ FHA loanz_ s-curve

30% A
20% A

10% A

VA share in increasing in new prod

40%
Oct-09 Oct-11

B Origination Month

n

Source: Barclays

0%
Oct-07

Oct-13

VA vs. FHA s-curve

-50 -25 0 25 50 75 100 125

Refi Incentive (bps)

-125 -100 -75

Source:

Barclays

2. 2012#£2013Vintagez. GNMA MBS i #i i 3% = 1R

¢ Low MIP Loan £ %

FHA(Federal Housing Administration)>+2012# j&

Refinance:* & » i * ¥ % 5 5 ¥ ¥ rFHAT %

wh.gf’-g]_r}\ o

Up Front MIP£2 55bpsannual MIP2 < % #* i& {7

FpoME
#d @ FHA loansf 28 5 f% (116)

z_FHA loans #x A £ & refinancez.

ARk > FIH

4'FHA Streamline
eoloan o F o A

FRRLA

7,
N~

VRER

&Q

2 1bpeh
7 refinance » o If st
% F13 B o prepayi# &

Low MIP Loans#z & ¢ »+20127+F X

72013 7% 7 2. GNMA MBS pool ¢ (B]154 ¢ 2% 4) » #2012

2013Vintagez. GNMA specified pool MBS+ 3% i iz if & o B 2 (3£ o

®15 : FHA loansz. UP Front MIP 4 # {3,

B]16 : Low MIP Loans#t = & 2 :& B #f

Distribution of the Monthly Issuance of FHA Loans by Upfront MIP

30
25 -
a . T Il
220 —=4-—11HHEHH
g " 1
5 15 - | B NN N
2 l ] B
a ..
210 9+ 000E " /- B
-l
5 I ******************
~ ~ ~ ~ ~ ~ m o™ m m m m =
R - - B R S SR
c = > - [=9 > c = > - [=9 =3 c
E § § 2 % 2 8 § F 2 g 3 &
M 100bp 175bp M1bp Not Reported M Other+Modified

Source: Nomura

Source:

Speeds across coupons

3m CRR
12 4

3s 3.5s5

= FHA low MIP = FHA other

4s

Note: 2012, 2013 vintage G2SF. As of July 2014 report

Barclays
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3. iTH #7% iGNII MBSz prepayment risk§z® » F]Re-performer
loant € $i2 3

Ginnie Mae = z¥pool # 7 5 Re-performer loan » Re-performer loan£_ 45
B igut 8B A ahloan & ATk B B o E&aF g - SLFHA/VA loan 7

F - Re-performer loanf =iz X2 5 P R F o

BI17% 1 278 A2 4 7GN loans® - Re-performer loan ¢ ‘¢ 11% - & [
18%g 7+ 174 HAMP modified loans# 7 € # 4« - HAMP modified loans
T FHAMPH & » B2 % P B & ko

Re-performer loan® % 3 65%/&HAMP modified loans -
17 8p 3 € comodified loan r #4k & » 373 7 HGNMA MBS @ F]GNII

MBS ik 5 $98%7% (7 & - #ig ) #7% {7 :HGNIlI MBS pools® >

Re-perfomer loanst £ & € % > 1€ 3 F £ prepayment risk3g 4v o

®117: Re-performer loan/GN loans ikt

%118: Re-performer loan% {7 #g 3| &~ #

45

Source: Nomura

EEGN Reperformers =M% Reperformer WHAMP Mod  MINon-HAMP Mod

Source: Nomura

—— Issuance of GN Re-performers - 18% Reperformer Issuance by Type of Modification
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(=) GNMA MBS Prepayi# & iTi®

B FHA to Conventional Refinancing# lower coupon

GNMA MBS Prepayit & 4c -

GNMA MBS2 i (T
FN{-FH)MBS » @ 2
MBS > % %] 5 GNM

£))prepayi#

i ¥ % conventional (4
£)prepay:# & B & >t conventional

G RIRE o e f

prepayz it # &AL > @ iE G FRF o

e 2 #4=GNMA MBS #
GNMA sprepay:g & ¢ + =
B 20%F
couponz. Freddie Mac MBS -

B+ prepayiE & P g 2 0 d B]197
3 erFHAp 2
7+ 3% coupon GNMA MBSz

a1
% 12 lower couponiF | p? &g o

f A prepayt & © 3 %

GNMA MBS § fg 14 prepayit & + = & FIFHA loan % % & | &

conventional loan#7:$ = -

®119 : GN{rFH prepay:i# &

120 : coupon 3.023.5%z_ p K {4 prepayik B

Aggregate GN and FH Voluntary and Involuntary Prepays

7

@

w
Involuntary Prepays (%)

1
=

w

Voluntary Prepays (%)

- ~

o

FHVol ==GN Invol =&=FHInvol

Source: Nomura

Comparison of Voluntary Prepays on 2012 Vintage
GN Il and FH 3.0s and 3.5s

14

12
g 10 //
g s a
£ B " "_,/':W/‘_//
S 4 - -

————

i 2

0

1/1/2014 2/1/2014 3/1/2014 4/1/2014 5/1/2014 6/1/2014 7/1/2014

=+=FHLG30 -3 == FHLG30

-3 == GNMIIZOM

-35

GNMII30M -35

Source: Nomura
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B FHA to Conventional Refinancingsr F]

<> FHAZ ¥ # #&Annual MIP

2010 2 X FHAZ_ Annual MIP:i%;
(B21) » FHA T i3 s 2.

#E 1% Loan Term#p /&

1 50bpH +c 31
7 B TMIPZ B & 0 R 4eLTV>902 % 35 4
MIP (§122) - (i i«

3 78%2 A A o F A L HMIP o)

Y
=

c5&E M P LTVE

P+ 1130bp 2

N\

S

A
by

®121 : FHAloanp = 3

* z_Annual MIP

B122 : FHA loani2 :zAnnual MIP i§ &

Tm Ve s e
Base Loan Amount LTV Effective Annual MIP <=15yrs <=78 No Annual MIP 11 years
<=$625,500 <=95.00% 1-April-13 130 bps <=15yrs »78-9000  Cancelled at78% 11years
< =4$625,500 >95.00% 1-April-13 135 bps LTV
Ab 625,500 <= 95.00% 1-April-13 150 b
oves ’ o - <=15yrs >90.00 Cancelledat78%  LoanTerm
Above $625,500 =95.00% 1-April-13 155 bps v
. = 1515 <=78 5Yyears 11 years
>15yrs >=78-90.00  Cancelled at 78% 11years
Base Loan Amount LTV Effective Annual MIP LW&EWS
= % - -
AnyLoan Amount < =18.00% FJune-t3 45 bps > 15yr5 >90.00 Cancelledat78%  LoanTerm
<= $625,500 < =50.00% 1-April-13 45 bps LTV&5 YIS
<=%625,500 =90.00% 1-April-13 70 bps
Above $625,500 <=90.00% 1-April-13 70 bps
Source: FHA Source: FHA
> Br@iE2FHAloan Ac A A w4 X 5 B % (private

mortgage insurance, PMI)¥ 3-conventional loans

"t % FHAz_ MIP#77% >

iR

EH 4 > PMI} 2t o

(BN Rt a

$ 0 o ERFHAS R

g 2 4 » PMI¥ 33-conventional loans

mx%\“a_"‘“fé v m PMI %22 mxff}‘

2011 4= ¢115% + < $]2014# # :+135% (M123) -

W243 8 FICO7202 68011 45 4 - & FHA{ePMI® 3% § ifrg 2

% B (B3X LTV 5 95%:> * FHAZ mortgage ratefzconventional #4.0.125%) »

S5 PMI(ft]+ ¢

5 MGIC MI)= &% %

14

#

E4

F

R AFHA ©




F23: # 4 % [ inrg ikt b

B24: (X)) % B %4 % * 325 (PMIV.S FHA)

Share of Insured Loans with PMI
45%

a 40%
35%
30%
25%
20%
15% -
10%

5%

0%

7|

PMI Percentage of Insurances ls:

Jan-09

May-09 |
Jan-10
May-10
Sep-10 |
Jan-11
May-11 |
Sep-11
Jan-12
May-12
Sep-12
Jan-13
May-13
Sep-13
Jan-14
May-14

m===Total ===Pyrchase

Source: Nomura

Payment Comparison (PMI and FHA Insurance)

FICO=720 FICO=680
FHA  FHAHAWK MGICMI| FHA FHAHAWK MGIC MI
Upfront Premium 1.75% 1.25% 0 1.75% 1.25% 0
Annual Insurance Premium 1.30% 1.20% 0.67% 1.30% 1.20% 0.94%
Base Loan Amount (95LTV)  [$200,000 $200,000 $200,000 {$200,000 $200,000 $200,000
Upfront Premium $3,500 $2,500 S0 §3,500  $2,500 S0

Total Loan Amount

$203,500 $202,500 $200,000

$203,500 $202,500 $200,000

Base Mtge Rate 4.4% 4.4% 4.5% 4.4% 4.4% 4.5%
LLPA Adj Mtge Rate 4.4% 4.4% 4.7% 4.4% 4.4% 4.8%
P&I $1,016 $1,011 $1,031 | $1,016 $1,011 $1,049
Monthly MI Payment §217 $200 §112 §217 $200 §157
Monthly Mortgage Payment $1,233 $1,211 $1,143 | $1,233 $1,211 $1,206
Saving Relative to Regular FHA| (22) (90) (22) (27)

Source: Nomura

FHA loan: i # G jwdx if > 4 |

=L

=z

conventional 2 & % MIP % * 2 3% 7]

A% B > 4rB25° LTV<80#FHA loanz. CPR:# A& P &g % >*LTC>802 1§

34 > # 3 Freddieloans e 7 i > FE Y g AE F R * F B MIPR

& > bl4eig * Low MIPiR & 2 loanssiprepay:# & i fiufh (B8] 26) - g #F

FHA# § 2 Conventional 2. f5-/% #-3% ¥ > 1 lower coupon GNMA

prepay speedf 2 3 » £ # T #-3 **Conventional MBS - ¢ fz 30y
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(=) GNMA MBS Valuations

B TBAMarket : *1GN/FN Swap/ € -k # % -5 » GN 11 3.0s

B % ikE > Neutralon GN 1135 GN 11 4.0s4p ¥+ & -
BI27 5 33 13& & > jid (242 & «rproduction coupon GN/FN swaps %
(TBAT £ 8) > 7§ HGNZFN2 § £ 4 £0~64 1 ticks(0~2
DI NS

B127: GN/FN swapsf ¢ 1§ & 4_%t

Fig. 37: Price History of Liquid Production Coupon GN/FN Swaps
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M > FNs£2 FHs » GNs#k 7 4 #-:8 < extension risk » zzGN/FN swaps

L)

3. #2 GN/FN swaps® »+32ticks (L~)/ » i .73 & 2 2l

P FIE o @ 2LFR A prepayid B -G Rk £ R ATR -
YRR BT

P GN/FN swaps#:1764 fticks(2<) » % ¢ B 8L 3 & FiTH)
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B FZ A E R H adF B B~ X o 7¢ #p lower coupon GN II/FN swap
&€ T 'E 0 w3 25~40ticks F & o

p # GN II/FN 3.0s, 3.5s, 4.0s£2 4.55 swaps .¥] .66, 37,20 24ticks » #

(1) GN Il 3.0s#p #*+FNik § > 2 3&underweight GN 11 3.0s against FN
3.0 ~ Neutral on GN 11 3.5 ~ Overweight GN Il 4.0sf-4.5s against
FN -

(2) £ 7 #FGNII > A2 3%GN 11 3.5574.0s
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= ~ Fed Taperingz. is 3 # 5

(-) *“¥FedQE3F ARELE FHR-% &> F Agency MBS# {7
e ki d fED

£ &+ X E(2014H1)Agency MBS % 3R 2 4% » 384 7] 5 FedZ LR £
% 1£142bn# ~ > ¥ Agency MBSk % % % » i 1§ Agency MBS*+2014H1
AEFEAI3nE Lot FFed FAME FHHALS E100 B ]

Fed: fAgency MBS# 3% .2 & & W22 % o

£ ET7~87" i» > Fedpt ¥ Agency MBSz_ £ 3f & 4 %] T % 1 152 10bn >
EFRELAMESETILE > rAgency MBS 3 7 & B 4R ot o
d B128¥ 5 - Fedpt§ £ 4 Agency MBS 77 72 2 v e TR R
30%- @ Agency MBS/ % & » &4 #3~6" T IR} 707k &
feexr7% 2 30bn% ~ o (B)29)

B]28: Fedp-¥ & & Agency MBS# 7 & ¢ | B]129: Agency MBS % 7 &

Gross issuance and Fed share of gross Net issuance has picked up
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R Fed® & 4 _ie pF 2 ok #-MBS prepaymentf 35 F 0 e ki # FedF A

T

T3 T g wFed¥ - A L5 g o d B30F § iFed -

il LRT PR PR RES TR A L PP

®130: Agency MBS % 7 £ 7f iz (4 % 14 Fed 2014 ~ 201522

20161% .+ MBS prepaymentf # 7 3 &3k i 4)

Delay in reinvestments would be a +ve

= Reinvestment ends in Dec 2014

$bn
400 -+

= Reinvestment ends in Dec 2015

Reinvestment ends in Dec 2016
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-100 -
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Source: Barclays

(=) Agency MBS Libor OAS = B 4 widen » %75 5
10bp & widen 7

xiE 3 B¢ A% (B 31) - Agency MBS % i % & £ 30y current coupon
MBS OAS # %t 4a B -3 » & GSAM g3 2014 = X & Agency MBS
OAS & ¢ "% X = & widen -

B®31: FNCL current coupon Treasury OAS2? ;% 3 (7 £ fr ¢ 4_ %

FNCL Current Coupon Treasury OAS vs. Monthly Net Supply of 30-year Conventional MBS
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7 & & ¢ 4= Agency MBS # B 4 IR A3 8 % > ¢ 35(1) Dollar
Rollsz drop 47T i - (2) OAS# Fwiden - (B]32&33)

®32: % I couponz Dollar Rolls drop ®133: 7 Fcouponz. OASZ %
Rolls have eased somewhat OAS has widened

Rolls (ticks) bp
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10.0 44
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9.0 1 V ZJ

— \ 4

8.0 =~ -6 4

.8 4

7.0 r r r -10 -
1-Jun-14 15-Jun-14 29-Jun-14 13-Jul-14 [——lc e TBA 3.5
s ROl 3.0 = Rol[ 3.5 Roll 4.0 Roll 4.5 TBA 4.0 ——TBA 45

Barclays 2 2011+ Q3%]2012# Q3iz— & FF enMBS+ 33k 5 K 3f % IR
wif5 5 Ssell-offz &F - iz- £ & ¢ FFFedz # MBS prepayment:&
FRHEFT P PIRAFEQE3ZHF » &2 p mfiiwApiz o (5 £107 Fed
tapering.s & {6 > Fed? £ i& (7 FEE o fe 19 #-4F ¥ 5-MBS prepayment

BT )

B34 i RAE T 2 Hp FF ¢ 5 2011# Q35]2012# Q3 » ¥ p#30y Current
Coupon Agency MBS#p #1*+10# % B = i 2 yield spread.¥)84bp > @
Libor OAS%37bp » @ P % # 3-4F i » %] X62bp£: 24bp - JE§ pF-k 2
£7 13bp22bp2 2 B » ¥ L £ P W B FIRB 2 R Bourved §
Pz A R (BI35): ()F k&Rl (2)p £ B F 2 5-10# curve
BT RF AL FEFRFTE U pickuperyields o g 4o T ¥
Agency MBS#pEE Z & o (3) P % 42{7 22 REIT ¥t Agency MBSz %
P o

FiE & aif B A B 1S > Barclaysz 5 30y Current Coupon Agency
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MBSz Libor OAS )i 7 10bpsrwidenz & o

18] 34: 30y Current Coupon LOAS#: Treasury | B]35: & # & ¥ 5-10y Treasury Curve
spread

Previous reinvestment LOAS wider Different vol+rate can drive nominals
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dropk 5 » FN4.0#e £_p = B § <1(F136) - 2 FN4.0i5 8 p - 7]Fed
Bz Hprt A4y, P P90 Ay

Fed gy ¥t 2 £107 2 A QE3> 5 > Bk LY MBS¥7 3 .2
4 > Fed#-3748p B i erMBSH P& 2 3]0 5 A Fedpb s £ 7 &

T T o

Fedi-4 #£7-87 B itz ~ 3:MAMBSZ 59 2 3> £3F933bn% ~ -
W34 g > 22 p > 97 prFed “TRLE 2 FNAO&FE#-ib 0 3 7
FN 4.02 7 % gross issuance ¥)65%> #=FN 4.0 1 3| ¥ i -2 1| 38 4 $&
AEE A I w390 @ short FN4.0 o
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(=)

Short FN 3.5% #& i ¥E 3% (48 3+FN 4.0)

FRRTH U F T % > 87 pEAT & «0FN 30Y production coupon MBS ©
- L ¥ coupon 3.5% - Barclaysig iz *9 % % ] 5FN 30Y MBS#-{ % 2

coupon 3.5% (FN 3.5) -

szBarclayssg iz Fedpt-§ 2. FN3.54%F (97 2 3))» #- 19" # F & 4
400%(I37) » = FIHAI X HF4 G i 0 B 3 B RFN 404 » T

FHRFALZZE2shortikv: > £ FN35E 140k ek | o

®)36: 7 I couponz FN Dollar Rolls drop

BI37: £ #9097 Fedpb§ k4 » 5 82w
¥ (FN3.52 FN4.0)

Rolls remain rich, especially for FN 4s
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Source: Barclays

Fed share of FN4 purchases to increase sharply in Sep
90% 1
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Note: based on estimates for gross issuance for August and September.

Source: Barclays
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I ~ Single GSE TBA Security

(-) Single GSE TBA Security$t % % #

R T E ¢ FY - KPR 4o s Freddie Mac#1Gold

program » p* =t Smgle GSE TBA Security# % r 52 L% ez B

"%-'3c7-—o

B Freddie Mac:hGold program7 12 T 3 :

(1) Freddie Mac MBS #.conventional issuance#t ik et &€ % 85T '3
4-§]38 > Freddie Mac #7% {7 2. MBS (Gold program) &= > MBS
FEETS AEEEFF TE > d 208 9 50% T T P oW X)35% o

(2) Freddie Mac MBS #p #3*t Fannie Mae MBS » - & & 47§ 7k £
FTHIRAAH AR SR coupon { 4o PP A o R ITH IR S mE
pools eiprepay i# B2 H s AAg LB k&P > FlE ALk
Freddie Mac MBS 2 prepay i# A& 35822 Fannie Mae MBS 4&>* -
oo Bt o AT R G B A TR G RL TR 0 @ DT % i 7
Freddie Mac MBS % 7 # 4% k4% » ERMB ML e B > 25
EMLRE -

(3) Freddie Mac MBS % {7 £ s i 17 524* Freddie Mac Gold
program 2_ = x jp¥>*+ FNCLMBS 3 13F § -
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®38: FH MBS% = £/ FN+FH 2zt & %139: Single GSE TBA Security-+ %, Bl
Freddie’s share of issuance has steadily .
declined in the past two decades; time for reform? Proposals for new GSE securitization platforms
12-month moving average of Gold issuance share of conventionals across all . " "
tenures, Nov 1993 — Nov 2013 A Smgle GSE TBA" contract
50% -
3 Fannie Freddie
'R 45%
E
%40% 1
2
%35% - GSE
8 TBA
30% T T T T T T T v :
‘94 '9%6 '98 '00 '02 '04 '06 '08 "0 "2
Source: JP Morgan Source: JP Morgan

(=) Single GSE TBA Security# % p %

FHFA (Federal Housing Finance Agency)>+2014/8/12 > % Single GSE
TBASecurity#t 2P % > THGIR € &2~ W2 L L o FPt k2 iE

FR-ZTHEZ A T AKXETFEZ DT P o
BEL#- $2TBAS HEm 45— (H39) 3 4 Rdc™ ¢

(1) #-7 € 3 4 @ Freddie Mac MBS Fannie Mae MBS TBA# 337
% > 7 &% - BGSETBA® 31

(2) Freddie Mac MBS#: Fannie Mae MBS #-5_& 5 ¢
TBA-deliverable MBS -

(3) 10 ~ 15~ 202304 HFMBSH#-5 » s e X o - 1o 4= § B E &
s E 2 155 2230 H TBA 3 -

25



http://www.fhfa.gov/
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(4) # 7 eOMBSH#-4 % & F& : First —level securitizations£ Second —level

re-securitizations o 4 it 4T

e

Structure noE

B 53R &eiFannie Mae MBS ¥ Freddie Mac
Participation Certificates(PCs) # &

B First —level Single Securityz_ underlying mortgage
loans % 100% Fannie Mae loans 2 100% Freddie
Macloans e 7 € 5 = RIR & ehF A% o

First —level B First —level Single Securityz_delay * #c#é-— 3k i #

securitizations 55% (3 {7 Fannie Maez_ delay = #°) - i 5
P #% I 17 Freddie Macz_ = ;¢ -

) “,f ¥ Freddie Mac MBS First —level Single
Securityz_delay * #c# — 3k B 4% - ¥ Freddie Mac
MBS# 7 + ¥ i # #- 1 % #3% 5 #740Single
Security °

B 53R & erFannie Mae Megas, Freddie Mac Giants,
multiclass Fannie Mae , multiclass Freddie Mac
Stripped MBS, and REMICs 2 &- -

B Re-securitizations=runderlying mortgage loans+# 14

Second —level ; S _

L X p = 5w g 7 9MBS underlying mortgage

re-securitizations
loans -

B Fannie Mae= Freddie Mac¥ 13 (7250 & VR &

pools=nSecond —level Single re-securitization

Security o

2 3.{7 Fannie Mae MBS 2_ delay = # % 55 < > ¥ &, p (% % 25 p )¢ 4] 4 accrual period 4= 43 p
Z_ IR % #co ¥ {7 FreddieMac MBS &2 GNIMBS 1 4 p 55 * 15%. &z delay = #ics 45 %
GNIl H 4 p 557 205 > zdelay = # 3 50 = -
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(=) Single GSE TBA Security$# 3§ ¥+

(1) & # 12 2. GSE TBAW # & & & # » 2 Fannie Mae MBS TBA#piT -
F] B w Fannie Mae MBS% (7 £ 5 it = = MBS% 7 £ X65% » &
TBA-deliverable MBS 2 Fannie Mae MBS & % » 3g#p & & {3 2. GSE
TBA £ &2 £ # % 2 Fannie Mae MBS TBA #4817 » ¥ &

Fannie Mae MBS4## 3 —"ﬁ%’;fgu < oo

(2) Freddie Mac MBS # Flindefd e 3 B+ £ & - £ & {2 >  Freddie
Mac MBS# § & % i 4 # # = 27:Freddie Mac Single Security » =
%= TBA-deliverable MBS > R it # |4 33 v > 3¢ 2 o &L & Fannie Mae

MBSA7 i 2 432 %3 4 > ¥t i Freddie Mac MBS+ 5 &% 3 {1

(3) TBA® 32 # 4 » worse-to-deliver 4] %% & p % % ¥ couponz
rollsig # 4 8] 45 el 4 > %] 5 TBA-deliverabletk % 5 7

annie Mae £ Freddie Mac R -2 TBA-deliverablet% ) o
Fannie Mae ¢z Freddie Mac MBS3% #-2_ TBA-deliverablet =
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Taipei Forex Inc. - 6161 20058 TAIFE]

UNIT: 1.0 MILLION
1600 30,020  29.964-020  664.0
TODAY PEEV .DAY

INDICATIVE RATE OFEN 30,052 30,055
BEST 30.013-30.020 HIGH a0.052  30.055
LAST 30.020 LOoW 29.960 29,970
NET CHG -0.032 CLOSE 30,020 30,052

(=) et i

EW AR L LU PARES BYEP L R E o f
EEEE S ERE SR N R LN S SN AT

FYRFLFRANTIRS XA LFITHET FHERIY D

ﬁ%%ﬂﬁﬁiﬂoé@ﬂ&i%ﬂ%’%?%éﬁw%ﬁﬁ%#%
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d P adFaryRei s fRFHFLIZHIFL e M ERY 1R

L N gRYBFFALLZAH:
(D) *4& 22 =2 i (DF)

W APl iy A E AR RS AT Mgt o
WREBTOFREAERLGRSG AEPM AT B AT KT

PRERE AT RAFEAITY 0 B L R a7 AT o

Taipei Forex Inc. TW20058 TLIFEZ
e | . 0 HILLION
USLNCE *xx QAP kxx ** FORWARD OUTRIGHT RATE **
S/B B/S VOLUME BID OFFER VOLUME
O/
TN
SN
é EE -0.00350 0.00140 29.91650 30.02140
1 HT | -0.013 -0.001 29,907 30.019
2 MT | -0.031 -0.009 29,889 30.011
3 MT | -0.053 -0.020 20,867 30.000
4 MT | -0.075 -0.038 29.845 29,982
5 MT | -0.108 -0.065 29.812 29,955
6 MT | -0.142 -0.087 29,778 20,3933
9 MT | -0.245 -0.143 29.675 29.877
12 MT | -0.335 -0.220 29.585 29,800
SPOT RATE: 29.970 FOR REFERENCE ONLY

(2) # % &2 2@t =2 2 (NDF)

&~ £ 2 22 ¥ °L %= (NDF » Non-Delivery Forward) » % i& 8 b % -
o RBE LRREAINFE IR AAHAL A RS
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