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The Number of Modifications Is Slowly Tapering Off
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Measuring the Modification Re-default Rate—Two Methods
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Trends—Modification Type

. Modification Type Distribution 12m Cum Re-default Rate
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Principal Reduction: Banks Are Doing It For Their Own
Portfolio—And It Works—Now Starting in PLS

Percentages of Each Type of Modification by Investor in Fourth Quarter 2010

Fannie Freddie Government- Private
Mae Mac Guaranteed Investor Portfolio Overall
Capitalization 98.6% 98.6% 99.4%  79.2% 73.9% 91.6%
Rate Reduction 78.6% 70.4% 98.2%  86.2% 85.1% 84.1%
Rate Freeze 3.5% 5.4% 0.2% 1.4% 2.2% 2.4%
Term Extension 49.2% 71.6% 81.0% 36.6% 49.1% 56.1%
Principal Reduction 0.0% 0.0% 0.0%  1.8% 17.8% 2.7%
Principal Deferral 7.9% 11.6% 0.4%  13.5% 16.3% 9.0%
Unknown 0.3% 0.2% 0.1% 1.5% 5.6% 1.2%,

Percentages of Each Type of Modification by Investor in Fourth Quarter 2011

Fannie Freddie = Government- Private
\YET] Mac Guaranteed Investor Portfolio Overall
Capitalization 97.5% 99.4% 95.7%  88.5% 87.2% 93.3%
Rate Reduction 68.8% 75.3% 95.3%  76.7% 84.4% 78.2%
Rate Freeze 4.7% 9.6% 7.3% 7.6% 3.4% 6.4%
Term Extension 75.8% 68.5% 78.9% 14.4% 66.6% 55.5%
Principal Reduction 0.0% 0.0% 0.0% 16.4% 25.2% 8.5%
Principal Deferral 25.6% 20.3% 1.2%  30.2% 39.2% 24.5%
Unknown 1.6% 0.2% 0.2% 2.4% 2.0% 1.5%,

Source: OCC/OTS Mortgage Metrics Report — Fourth Quarter 2010 , Fourth Quarter 2011
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Trends—Modification Payment Relief

Payment Relief Distribution 12m Cum Re-default Rate
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Trends—Modification Timing

Modification Timing Distribution 12m Cum Re-default Rate
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Trends—1st and 2"? Modification

1st and 2nd Modification Distribution

12m Cum Re-default Rate
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Trends—FICO Buckets

Modification FICO Distribution 12m Cum Re-default Rate
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12-Month Cumulative Default Rate (2010 & 2011
Modifications)

FICO <=660 FICO > 660 Grand
Num Mods Mod Type PayRelic¢ <=2DQ 3-6DQ 7-12DQ >12DQ Total <=2DQ 3-6DQ 7-12DQ >12DQ Total Total
1stMod  |PrinMod |>60 5 8 13 21 16 4 5 8 11 8 12
40-60 6 10 16 23 17 2 6 9 12 9 12
20-40 14 17 24 28 23 5 13 13 20 15 18
<=20 22 18 20 27 2 14 13 14 19 15 18
PrinMod Total 14 | 13 7 | 2 19 7 0 9 T T | 1 14 P 1 1 I M d
RateMod |>60 6 10 19 32 24 2 8 12 19 13 18 rnci p a Ods are
40-60 9 15 24 35 26 5 1 17 21 16 21
20-40 14 23 33 a4 33 8 15 2 26 20 26 more SUCCGSSfUl
<=20 19 31 40 53 42 13 23 31 36 29 34
RateMod Total 1w | 2 31 | a3 33 9 | 16 23 | 28 | 21 27 th an rate
CapMod |>60 15 20 18 28 2 6 8 10 11 10 14
40-60 17 15 23 35 24 7 7 19 27 19 20 d f 1
20-40 24 29 37 Q 35 13 16 24 29 23 27 moairi Catl ons
<=20 28 34 0 48 Q 34 28 31 34 31 36 .
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1st Mod Total 18 25 32 P 33 15 18 23 27 2 27
2nd+Mod |PrinMod |>60 13 23 30 34 29 6 20 17 17 18 27 b O rrowe r S
40-60 21 26 34 37 33 10 19 17 24 19 28
20-40 24 34 37 43 37 16 24 24 29 24 34 f I h
<=20 I3 32 39 ) 38 30 21 29 25 26 34 ... 10r 10ans t a-t are
PrinMod Total 37 29 35 38 34 24 21 2 23 2 31
RateMod |>60 34 | 29 | 41 45 | 40 19 T 30 2 37 more mo nth S D Q at
40-60 21 36 46 a8 a4 1 19 27 36 27 40 . .
2040 | 28 43 53 56 50 17 30 36 41 33 46 d f
<=20 36 49 57 60 55 19 40 48 51 44 51 moaiti Catl on
RateMod Total 29 22 51 54 49 17 31 38 22 35 45 .I: I h
CapMod |>60 51 50 55 58 53 39 36 30 3 35 50 ... 10r 10ans t at
40-60 15 50 56 58 54 29 32 35 37 34 48
20440 | 49 53 60 59 56 34 30 44 47 39 52 h ave sm al I er p ay
<=20 39 50 58 61 55 Iy 4 47 48 45 52 .
CapMod Total 41 50 58 61 55 41 40 45 47 43 52 re I | ef
2nd+Mod Total 36 a4 52 54 49 27 33 39 2 36 46
Grand Total 26 35 43 46 P 18 21 27 30 25 34 .
1stMod |>60 7 10 17 27 20 3 7 10 15 1 15 - fOI’ fl rSt mOdS
40-60 9 14 2 33 25 4 10 16 20 15 19
20-40 15 23 32 43 33 8 15 2 26 20 26 Versus Su bsequent
<=20 24 32 39 a8 40 23 24 30 34 29 34
1st Mod Total 18 25 32 2 33 15 18 23 27 2 27 d
2nd+ Mod [>60 34 30 39 2 38 20 18 27 25 24 35 maoas
40-60 26 36 45 47 43 13 21 26 33 26 38
20-40 34 45 53 55 50 20 30 37 i 34 46 . :
<=20 39 49 56 59 54 34 39 46 48 43 51 Source: Corenglc’ 1010Dapa,
2nd+ Mod Total 36 44 52 54 | 49 | 27 33 39 a1 36 46 Amherst Securities as of April 2012
Grand Total 26 35 43 46 41 18 21 27 30 25 34
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Interaction—Principal Modification with Payment Relief & FICO

12m Cum Re-default Rate 12m Cum Re-default Rate
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<=660 661-700 701-740 > 740 Total

2010 | 2011 | 2010 | 2011 [ 2010 | 2011 | 2010 [ 2011
Prin:Ral 0.72 [ 0.70 [ 0.63 | 059 | 058 | 061 | 055 | 0.50 0.61
Prin-R4 12 | 9 122 | 8 11 | 6 9 7 13

Source: CorelLogic, 1010Data, Amherst
Securities as of April 2012
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Interaction—FICO, Modification Timing, & Payment Relief

12m Cum Re-default Rate
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6-, 12- and 18-m Cum DEF Rate (2010 only)

FICO Pay Relief = PrinMod RateMod CapMod Grand Total
6-m FICO <=660 <=20 25 34 35 34
Redefault 20-40 29 30 39 31
40-60 21 26 35 26
>60 17 23 32 22
FICO <=660 Total 21 29 35 31
FICO > 660 <=20 14 23 25 24
20-40 14 16 23 17
40-60 9 13 20 13
>60 8 12 14 11
FICO > 660 Total 11 18 24 19
6-m Redefault Total 16 24 31 26
12-m FICO <=660 <=20 36 51 52 51
Redefault 20-40 41 45 55 47
40-60 31 38 47 38
>60 25 33 46 32
FICO <=660 Total 32 44 52 45
FICO > 660 <=20 21 35 39 36
20-40 21 26 34 27
40-60 15 22 26 21
>60 12 17 18 15
FICO > 660 Total 17 28 37 30
12-m Redefault Total 24 37 45 39
18-m FICO <=660 <=20 43 60 60 59
Redefault 20-40 50 53 62 55
40-60 38 46 53 46
>60 31 40 50 38
FICO <=660 Total 38 52 60 54
FICO > 660 <=20 26 44 47 45
20-40 28 34 40 35
40-60 19 28 31 27
>60 15 23 21 20
FICO > 660 Total 21 35 a4 37
18-m Redefault Total 30 45 54 46
Grand Total 23 35 43 37

Principal Mods are
more successful over
longer periods

Source: CorelLogic, 1010Data, Amherst
Securities as of April 2012

This material has been prepared by individual sales and/or trading personnel and does not constitute investment research.
Ambherst® Securities Group, LP, Member FINRA/SIPC

13



Transition Rates (cTr) of 2004-2007 Vintages by Occupancy

(as a % of Always Performing)
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***Strategic defaults appear to be happening in Owner Occupied Prime and Alt-A***

h.
[$)
e
I
()
(%]
()
o
=
c
Q
£
5
0
()
>

E
Q
2
=}

=
=
[92]
c
o
(]
=
o
c
[%]
()
o

©

e}
c
a

©
o
c
o
12
o
[
o
[}

£

e}
IS
s
=
-
o

L

e}
c
IS
[%]

R}
[
[%2]

©
=}

°

=

el
£
>

Qo

e}
(3]
o
IS
o
()
o
o
c
()
[

o
[9]
I

<

=
=

w
IS
1S

R

ey

T

o
-
o
>
o
[ -
O
wn
D
-
>
(&)
D
7))
®
)
[7p)
-
(¢B)
e
=
<

14

Amherst® Securities Group, LP, Member FINRA/SIPC



Share of Principal Modification with Principal Reduction by
Subprime Servicer

Jan-09 4 6 26 11 8 19 5 24
Feb-09 9 5 30 28 15 7 3 18 24 23 41 14 12 17
Mar-09 6 3 15 23 11 19 13 16 9 22 28
Apr-09 9 14 3 28 27 16 3 27 16 34 27 8 25 16
May-09 10 38 5 3 5 27 16 23 18
Jun-09 6 35 8 3 7 19 35 14 32 16
Jul-09 9 3 2 7 3 9 14 32 56 16
Aug-09 6 5 16 5] 6 8 26 27 19 25 16
Sep-09 8 3 3 31 24 20 20 42 25 19 5 9
Oct-09 6 9 5 24 ] 5 21 15 4 51 18 5
Nov-09 5 6 7 4 26 7 6 11 22 3 15 3 9
Dec-09 6 7 3 6 13 12 4 6 15 4 21 BS 15
Jan-10 6 9 3 5 10 4 16 11 9 4 19 5 37 12
Feb-10 5 10 6 8 4 3 11 11 3 8 15 6 31 19
Mar-10 6 10 8 4 3 4 6 5 Bl 8 11 7 8 Bl 13 13 7 32 19
Apr-10 5 8 6 - 3] 7 6 8 Bl 3] 8 - 7 4 3] 10 7 29
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Largest Servicers Also Own A Large Share
Of Second Liens

Q4 2011 FR Y-9C REPORT

Closed-End | Residential Revolving Share of Total Revolving| Tangible Common
1st Liens| 2nd Liens Lines of Credit Total Revolving | and 2nd Liens Equity Capital

1-4 Family Servicing
Originator Q411 Q4 Share

Wells Fargo $ 18218 18%| $ 252.1 | $ 133 $ 95.7 16%| $ 1090 | $ 96.1
Bank of America |$ 1,768.3 17%|( $ 293.7 | $ 180 ($ 104.1 17%| $ 12211 % 134.3
JP Morgan Chase | $ 1,168.2 11%| $ 1373 |$ 79$ 86.7 14%| $ 946 | $ 125.0
Citigroup $ 534.4 50| $ 1144 | $ 168 | $ 275 5%| $ 443 | $ 147.2
Total Top 4 $ 5,292.7 51%| $ 7975 |$ 56.0 | $ 314.0 52%| $ 3700 | $ 502.7
Total $ 10,277.4 $ 603.4 $ 873.0
Notes: Total Revolving and 2nd Liens By Investor:
-Individual bank data from Q4 2011 FRB Data All Commerical Banks $ 655.6
-Total 1-4 Family Servicing from Inside Mortgage Finance Credit Unions $ 82.7
-Total Residential Revolving Lines of Credit Refers To Revolving Lines of Credit heldat Savings Institutions $ 67.6
FDIC Insured Institutions. It is not the total universe. Finance Companies $ 49.4
-Total Revolving Second and Second Liens Total and by Investor is from Fed Flow of Funds ABS Issuers $ 17.7
Data (Z1)
TOTAL $ 873.0
Source: Inside Mortgage Finance, Federal Reserve, FDIC, Amherst Securities
" This material has been prepared by individual sales and/or trading personnel and does not constitute investment research.
A ® - Ambherst® Securities Group, LP, Member FINRA/SIPC
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The Relationship of Second Liens, Delinquency, and
Combined Loan to Value Ratio (CLTV)

Prime Alt A
Balance Distribution Balance Distribution
Always Performing Re-Performing Non-Performing Subtotal Always Performing Re-Performing Non-Performing Subtotal

H H 0, 0, 0, 0, H H 0, 0, 0, 0y

<80 CLTV Slr?gle Lien 68.4% 3.4% 3.9% 75.8% <80 CLTV Slrllgle Lien 65.7% 9.0% 9.4% 84.1%
With Second 21.8% 1.2% 1.3% 24.2% With Second 12.3% 1.8% 1.8% 15.9%

Subtotal 90.2% 4.6% 5.2% 100.0% Subtotal 78.0% 10.8% 11.2% 100.0%

Single Lien 45.3% 3.9% 5.1% 54.3% Single Lien 39.6% 8.8% 12.1% 60.5%

BG-100CLIV. ith second 38.7% 2.8% 4.1% 45.7% B0-100CLV. ith second 26.7% 5.3% 7.5% 39.5%
Subtotal 84.1% 6.7% 9.2% 100.0% Subtotal 66.3% 14.0% 19.6% 100.0%

H H 0, 0, 0, 0, H H 0, 0 0, 0,

100-120 CLTV Slr?gle Lien 27.6% 3.9% 4.9% 36.3% 100-120 CLTV Slrllgle Lien 23.7% 7.4% 10.1% 41.2%
With Second 49.5% 5.1% 9.2% 63.7% With Second 32.9% 9.4% 16.4% 58.8%

Subtotal 77.0% 8.9% 14.0% 100.0% Subtotal 56.6% 16.8% 26.5% 100.0%

T T Single Lien 21.6% 4.0% 5.9% 31.5% T Single Lien 18.2% 7.3% 10.6% 36.2%
With Second 47.3% 7.7% 13.5% 68.5% With Second 31.0% 11.6% 21.2% 63.8%

Subtotal 68.9% 11.7% 19.4% 100.0% Subtotal 49.3% 18.9% 31.8% 100.0%

5140 CLTV Single Lien 14.1% 3.4% 5.7% 23.2% 5140 CLTV Single Lien 11.1% 6.0% 10.6% 27.7%
With Second 44.5% 10.9% 21.4% 76.8% With Second 25.7% 15.3% 31.3% 72.3%

Subtotal 58.6% 14.3% 27.1% 100.0% Subtotal 36.8% 21.3% 41.9% 100.0%

Subprime
Balance Distribution Balance Distribution
Always Performing Re-Performing Non-Performing Subtotal Always Performing Re-Performing Non-Performing Subtotal

H H 0, 0, 0, 0, H H 0, 0, 0, 0,
<80 CLTV Slr‘1gle Lien 60.5% 10.9% 12.3% 83.8% <80 CLTV SII:Ig|e Lien 37.6% 29.4% 25.3% 92.3%
With Second 11.2% 2.2% 2.8% 16.2% With Second 3.4% 2.4% 1.9% 7.7%
Subtotal 71.8% 13.2% 15.1% 100.0% Subtotal 41.0% 31.8% 27.2% 100.0%

1 H 0, 10, 0, 0 1 H 0, 0, 0 0,
80-100 CLTV Slr.\gle Lien 42.8% 10.9% 18.7% 72.4% 80-100 CLTV Slljgle Lien 20.7% 25.1% 29.4% 75.2%
With Second 15.4% 4.1% 8.0% 27.6% With Second 8.6% 7.5% 8.7% 24.8%
Subtotal 58.2% 15.0% 26.7% 100.0% Subtotal 29.3% 32.6% 38.1% 100.0%

H 1 0, 0 10, 10, H H 0, 0, 0, 0,
100-120 CLTV Slr'\gle Lien 26.7% 9.4% 19.9% 56.0% 100-120 CLTV Slr.igle Lien 13.2% 21.8% 29.7% 64.7%
With Second 19.0% 6.7% 18.2% 44.0% With Second 8.3% 10.7% 16.4% 35.3%
Subtotal 45.7% 16.1% 38.1% 100.0% Subtotal 21.5% 32.5% 46.0% 100.0%
Single Lien 19.3% 8.5% 19.6% 47.4% Single Lien 10.2% 19.6% 27.4% 57.3%

120-140CLTV 120-140CLTV

With Second 17.1% 8.7% 26.8% 52.6% With Second 7.8% 12.8% 22.2% 42.7%
Subtotal 36.4% 17.1% 46.4% 100.0% Subtotal 18.0% 32.4% 49.6% 100.0%

H 1 0, 0, 0, 0, 1 H 0, 0, 0, 0,
5140 CLTV Single Lien 11.7% 7.7% 21.4% 40.9% 140 CLTV Single Lien 6.9% 17.0% 27.4% 51.3%
With Second 12.4% 11.5% 35.3% 59.1% With Second 6.3% 14.3% 28.1% 48.7%
Subtotal 24.1% 19.2% 56.7% 100.0% Subtotal 13.2% 31.3% 55.5% 100.0%

Source: Corelogic, 1010Data, Amherst Securities as of May 2012

This material has been prepared by individual sales and/or trading personnel and does not constitute investment research.
Ambherst® Securities Group, LP, Member FINRA/SIPC

Ambherst”® Securities Group LP

17




Second Liens In Bank Portfolios and Second Liens In PLS
Perform Very Differently

Bank Portfolio Delinquent Status
30-89 Days 90+ Days

Ist Lien 2.6% 9.2%

2nd Lien 1.2% 1.8%

Securitizations

(All Securities) Delinquent Status
30-89 Days 90+ Days

1st Lien 6.9% 28.0%

2nd Lien 7.2% 12.0%

Securitizations

(FICO > 720) Delinquent Status
30-89 Days 90+ Days

Ist Lien 3.1% 17.0%

2nd Lien 3.5% 7.0%

Average Total Outstanding
FICO ( $ In Billion)
n/a S 1,878.0
n/a S 603.4

Average Total Outstanding
FICO ( $ In Billion)

687 S 1,046.2

688 S 16.8

Average Total Outstanding
FICO ( $ In Billion)
758 S 356.5
754 S 4.7

Source: FDIC, CoreLogic, 1010Data, Amherst Securities as of May 2012

A
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Disclaimer

Ambherst® Securities Group LP has prepared this report incorporating information provided by third party market data sources. Although
Ambherst® Securities Group LP believes this information to be reliable, it cannot be held responsible for inaccuracies in such third party
data or the data supplied to the third party by issuers or guarantors. Amherst® Securities Group LP cannot and does not make any claim
as to the prepayment consistency and/or the future performance of any securities or structures. CMO and Mortgage-backed yields and
cash flow projections are calculated using estimates based on assumed prepayment assumptions that may or may not be met as of the date
of this report, and are quoted as bond equivalent yields unless otherwise noted. Changes in prepayment rates and/or payments may
significantly affect yield, price, total return and average life. Prices, quotes, yields, call features and availability are subject to change
without notice. Market prices are only indicators and are subject to changes in market conditions and subject to prior sale and price
change. This report is for analytical use only and is not intended as an offer or solicitation with respect to the purchase or sale of
securities. The decision of whether to adopt any strategy or to engage in any transaction and the decision of whether any strategy or
transaction fits into an appropriate portfolio structure remains the responsibility of the customer and/or its advisors. This material has
been prepared by individual sales and/or trading personnel and does not constitute investment research. Please contact your representative
for information on Collateralized Mortgage Obligations (CMO) and how they react to different market conditions.

Copyright ©2012 Amherst® Securities Group, LP. All Rights Reserved. This document has been prepared for the use of Amherst clients
and may not be republished, redistributed, retransmitted or disclosed, in whole or in part, or in any form or manner, without the express
written consent of Amherst. Any unauthorized use or disclosure is prohibited, and receipt and review of this document constitutes your
agreement to abide by the restrictions specified in this paragraph.

A Amher8t® SeCU rItIeS G roup LP Ambherst® Securities Group, LP, Member FINRA/SIPC

" This material has been prepared by individual sales and/or trading personnel and does not constitute investment research.



