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AUGUST 2021VERVIEW

Each month, the Black Knight Mortgage Monitor looks at a variety of issues related to the mortgage
nance and housing industries.

As always, we begin with a review of some of the high-level mortgage performance statistics
reported in our most recent First Look report. From there we dive deeper into some key August
mortgage performance metrics to get a clearer sense of the current delinquency landscape,
including levels of new in ow and delinquency roll rates.

Next, we revisit the forbearance landscape to take a closer look at plan volumes as well as starts,
removals, extensions and now, nal exits as well. We also break down the population of post-
forbearance borrowers to see how they're performing on their mortgages, including newly detailed
looks at post-forbearance performance based on exit month, investor class and pre-COVID
delinquency status. Finally, we look at the latest home price trends, leveraging August data from the
Black Knight HPI and daily home price data through mid-September from our Collateral Analytics
group. We also look at how rising prices coupled with the current interest rate environment have

a ected home a ordability.

In producing the Mortgage Monitor, Black Knight's Data & Analytics division aggregates, analyzes
and reports upon the most recently available data from the company’svast mortgage and housing
related data assets. Information is gathered from the McDash loan-level mortgage performance
dataset, Collateral Analytics home price trends data, origination and secondary market metrics
from the company’s Secondary Marketing Technologies division, eMBS agency securities data and
the company’s robust public records database covering 99.9% of the U.S. population. For more
information on gaining access to Black Knight's data assets, please call 844-474-2537 or emall
mortgage.monitor@bkfs.com
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AUGUST 202ZERFORMANCE HIGHLIGHTS

Here we look at some key August mortgage performance metrics to get a clearer sense of the current delinquency landscape,
including levels of new in ow and delinquency roll rates. This information has been compiled from both Black Knight’s original
McDash loan-level mortgage performance database and its McDash Flash daily performance data. Click on each chart to see
its contents in high-resolution.

NATIONAL DELINQUENCY RATE FIRST LIEN MORTGAGES

Source: Black Knight, McDash

» At 4% in August, the national mortgage delinquency rate is now at its lowest level
since the onset of the pandemic early last year

» A 108K loan decline in serious delinquencies in August was partially o set by 14K
and 11K rises in 30-day and 60-day delinquencies, respectively

» Despite the overall improvement, serious delinquencies remain more than 3X
(+930K) pre-pandemic levels, while early-stage delinquencies (30/60 days) remain
approximately 40% below pre-pandemic levels

Con dential, Proprietary and/or Trade Secret TM SM ® Trademark(s) of Black Knight IP Holding Company, LLC,
and/or an a liate. © 2021 Black Knight Financial Technology Solutions, LLC. All Rights Reserved.

MORTGAGE DELINQUENCIES BY SEVERITY

Source: Black Knight, McDash

» At the current rate of improvement, the overall national delinquency rate would be on
pace to return to pre-pandemic levels by early 2022

» While August's 7% decline in serious delinquencies was right on pace with the three- and
six-month average improvement, those numbers could shift signi cantly as the rst wave
of borrowers face their nal exits from forbearance plans in the coming months
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LOANS ROLLING TO A MORE DELINQUENT STATUS

Source: Black Knight, McDash

» While the in ow of new delinquencies edged slightly higher in August, volumes
remain historically low

» The month's 300K new delinquencies are down 28% from August 2019's pre-
pandemic level, with in ow coming in at or below pre-pandemic levels in every
month so far in 2021

» In fact, only 2.5M loans have rolled from current to 30-days delinquent over
the rst eight months of 2021 — the lowest volume in more than 15 years

Con dential, Proprietary and/or Trade Secret TM SM ® Trademark(s) of Black Knight IP Holding Company, LLC,
and/or an a liate. © 2021 Black Knight Financial Technology Solutions, LLC. All Rights Reserved.

AUGUST 20Z2ERFORMANCE HIGHLIGH

NEW MORTGAGE DELINQUENCIES
THROUGH AUGUST OF EACH YEAR

Source: Black Knight, McDash

» Also noteworthy is that, while the in ow of new delinquencies is at its lowest level on
record, the number of borrowers that are becoming 90-days delinquent remains elevated

» 750K borrowers became 90-days past due over the rst eight months of the year, more
than 18% above 2019’s pre-pandemic levels

» Widespread forbearance participation may explain this behavior, with fewer borrowers
becoming delinquent but more of those who do rolling to later stages of delinquency as
they take advantage of available forbearance options
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AUGUST 20FDRBEARANCE ACTIVITY

McDash loan-level mortgage performance database as well as the daily McDash Flash dataset. Click on each

chart to see its contents in high-resolution.

ACTIVE FORBEARANCE PLANS
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Source: McDash Flash, Data as of Sept. 21, 2021
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SCHEDULED FORBEARANCE PLAN EXPIRATIONS

Source: McDash Flash
Scheduled Forbearance Plan Expirations above represent the expiration date listed in the servicing system of record.

*Figures in this report are based on observations from Black Knight's McDash Flash dataset and are extrapolated to estimate the full mortgage market These dates in many cases represent the next scheduled quarterly review for extension/removal from forbearance

**QOther category includes held in portfolios, private labeled securities, or by other entities

» Overall, forbearance volumes continue to slowly decline, with the number of active
COVID-19 related plans falling below 1.6M in September for the rst time since the
onset of the pandemic

» Plan volumes are likely poised to see signi cant uctuation in coming weeks/months
as many early forbearance entrants reach the end of their allowable terms

» As of Sept. 21, more than 460K plans are still slated for review for extension or
removal by month's end, with nearly 75% estimated to be reaching their nal
expirations based on current agency guidelines

Con dential, Proprietary and/or Trade Secret TM SM ® Trademark(s) of Black Knight IP Holding Company, LLC,
and/or an a liate. © 2021 Black Knight Financial Technology Solutions, LLC. All Rights Reserved.

and do not necessarily represent the nal (i.e., 18-month) expiration of the plan

» Another 500K plans are slated for review in October with 40% estimated to be reaching
their nal expirations

» Black Knight will continue to watch forbearance volumes, exit rates and post-forbearance
performance, along with other downstream metrics (foreclosure starts, homes being
listed for sale, etc.), for any signs of stress in the market
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FORBEARANCE PLAN STARTS NEW FORBEARANCE PLAN STARTS BY INVESTOR
Source: McDash Flash Source: McDash Flash
» While volumes remain low, new forbearance plan starts since mid-August are up » Rising Delta variant case rates may be a factor, but given the rise is centered speci cally
more than 25% from the preceding 5-week period around FHA and VA plan starts, it's more likely due to the previously scheduled — but

since eliminated — Sept. 30 deadline for borrowers in such loans to request COVID-19

» Analyzing start volumes by investor class, we see that the rise in starts is almost related forbearance

entirely driven by a rise in new plans among FHA and VA loans
» No such deadline has yet been set for borrowers in GSE mortgages, which haven't seen a
similar rise in new plan requests

Con dential, Proprietary and/or Trade Secret TM SM ® Trademark(s) of Black Knight IP Holding Company, LLC,
and/or an a liate. © 2021 Black Knight Financial Technology Solutions, LLC. All Rights Reserved.
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Given the large volume of expiration activity

FINAL EXPIRATION DATES OF ACTIVE FORBEARANCE PLANS slated for the next 45 days, both forbearance
BASED ON CURRENT HUD & FHFA FORBEARANCE TERM MATRIX volumes and post-forbearance performance

n u u will be worth watching closely

» Entering the nal week of the month, more than 300K active
forbearance plans are slated to expire at the end of September
according to the latest agency guidelines

» An additional 210K active plans are set to reach their nal
expirations at the end of October, with another 137K in
November

» All'in, including plans that have already expired according to
agency guidelines, more than 850K active plans hit their nal
expirations in 2021

» That includes more than 425K (nearly 70% of) FHA/VA plans,
200K (44% of) GSE plans, and 235K (nearly 50% of) portfolio and
PLS forbearance plans

Source: McDash Flash
Estimated expiration volumes above are based maximum forbearance terms by start month published by FHFA, FHA, VA, and USDA along with forbearance volumes by start
month reported through Black Knight's McDash Flash dataset.

Maximum allowable forbearance terms for portfolio and PLS loans may vary by servicer. For this analysis, FHFA guidelines were used to estimate expiration volumes and
timing for portfolio and PLS loans.

Con dential, Proprietary and/or Trade Secret TM SM ® Trademark(s) of Black Knight IP Holding Company, LLC,
and/or an a liate. © 2021 Black Knight Financial Technology Solutions, LLC. All Rights Reserved.
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CURRENT STATUS OF COVID 19 RELATED FORBEARANCES
STATUS AS OF SEPTEMBER 21ST 2021
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Source: McDash Flash

» Approximately 7.6M borrowers have been in COVID-19 related forbearance at some point
during the pandemic, representing approximately 15% of all U.S. mortgage holders

» 79% have exited their plans, with 71% of borrowers once in forbearance either reperforming
on their mortgage (49%) or having paid o their loan (22%) through either re nance or the

sale of their home

Con dential, Proprietary and/or Trade Secret TM SM ® Trademark(s) of Black Knight IP Holding Company, LLC,
and/or an a liate. © 2021 Black Knight Financial Technology Solutions, LLC. All Rights Reserved.

AUGUST 20ZDRBEARANCE ACTIVI

LOANS IN ACTIVE FORECLOSURE POST FORBEARANCE

Source: McDash Flash
Loans in active foreclosure identi ed based on foreclosure agging in servicing system of record

» 5% (368K) remain in loss mitigation, while 3% (232K) are either delinquent (196K) or

have been referred to foreclosure (36K)

» Pre-COVID delinquencies and non-agency mortgages continue to make up the bulk of
active foreclosure activity, with most referrals having taken place prior to the moratoria

expiring on July 31, 2021
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CURRENT STATUS OF LOANS THAT HAVE LEFT COVID 19
FORBEARANCE PLANS

_ [ |
Source: McDash Flash

» Nearly 3.7M borrowers exited forbearance plans in 2020, with the largest volumes in July
and October as early entrants reached the three- and six- month points in their plans

» Exit volumes tapered o in early 2021, but picked up with 338K exits in August, and are
expected to rise in coming months as early plan entrants reach their nal expirations

» Post-forbearance performance among those who've exited has varied, with borrowers who
remained in plans longer — and exited later — having more trouble getting back to making
payments

Con dential, Proprietary and/or Trade Secret TM SM ® Trademark(s) of Black Knight IP Holding Company, LLC,
and/or an a liate. © 2021 Black Knight Financial Technology Solutions, LLC. All Rights Reserved.
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CURRENT STATUS OF LOANS THAT HAVE LEFT COVID 19
FORBEARANCE PLANS

Source: McDash Flash

» A large share of recent exits remains in active loss mitigation, working through
post-forbearance options, so it will be a few weeks before August/September exit
performance trends become more discernible

» That said, a clear pattern has emerged: the longer borrowers remain in forbearance,
the higher the post-forbearance non-performance rate, with the current high-water
mark the 9% non-performance rate seen among July plan exits

» Non-performance rates among those borrowers facing nal plan expirations in coming
months will dictate the ultimate downstream impacts on both foreclosure activity as
well as the broader housing market
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NON PERFORMANCE RATE OF LOANS THAT HAVE LEFT
FORBEARANCE BY EXIT MONTH

P

Source: McDash Flash

» Among PLS loans, nearly one in six homeowners who've left forbearance plans over the
past nine months is no longer in loss mitigation but still past due on their mortgage

» It's closer to one in 10 for portfolio-held mortgages, and had been less than one in 20
among GSE borrowers until July/August, when the share edged slightly higher

» The non-performance rate among recent FHA/VA exits in recent months currently stands
at roughly 6%, but that could continue to uctuate and/or rise as those who stayed in their
plans for the full allowable term face nal expirations

Con dential, Proprietary and/or Trade Secret TM SM ® Trademark(s) of Black Knight IP Holding Company, LLC,
and/or an a liate. © 2021 Black Knight Financial Technology Solutions, LLC. All Rights Reserved.
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NON PERFORMANCE RATE OF LOANS THAT HAVE LEFT
FORBEARANCE BY EXIT MONTH
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Source: McDash Flash

» Signi cant variations are also seen between borrowers who became past due in the
wake of the pandemic and those who were already delinquent prior to its onset, with
the non-performance rate of the latter 3-5X higher on average

» That said, given those borrowers were already struggling to make mortgage payments
prior to the pandemic, the fact that more than 80% are currently re-performing could be
seen in a positive light
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SHARE OF 120+ DAY DELINQUENCIES REFERRED TO SHARE OF FORECLOSURE STARTS THAT HAVE RESULTED IN INVOLUNTARY LIQUIDATION
FORECLOSURE EACH MONTH BY CURRENT CLTV BY CLTV AT THE TIME OF FORECLOSURE START

—— L

Source: McDash Property Module

« Current CLTVs represent borrowers equity position at the time of foreclosure start; Chart re ects current status of historical foreclosure starts as of Ju

« Involuntary liquidation rates are lower among foreclosure starts in recent years due to a combination of factors including credit quality, shorter length
foreclosure was initiated, and moratoriums that have limited downstream foreclosure actions for much of 2020 and 2021

Source: McDash Property Module

» An analysis of our McDash loan-level mortgage performance dataset back to 2007 shows » However, high-equity borrowers are more than 40% less likely to face the involuntary
that holding equity in one’s home might not be a blanket backstop to foreclosure activity liquidation of their home (via short sale, foreclosure sale, deed-in-lieu, etc.) than borrowers
with weaker equity positions

» Though Black Knight research shows just 7% of homeowners in forbearance have less than
10% equity after including 18 months of deferred payments, the potential for foreclosure » But even among borrowers with less than a 60% combined loan-to-value ratio, 30% of those
activity — and ultimately, distressed liquidations — persists regardless referred to foreclosure ultimately faced involuntary liquidation, suggesting that many who

: e : : could sell to avoid losing their home to foreclosure are not always doing so
» While homeowners with limited equity were much more likely to be referred to foreclosure

during the early stages of the Great Recession, start rates on 120+ day delinquencies have » Given the large number of high-equity homeowners currently struggling to make their

been relatively similar regardless of equity position from 2010 on payments, this represents a signi cant challenge for the industry: how to educate struggling
homeowners on the post-forbearance, foreclosure and — if needed — home sale processes,
to limit unneeded stress on homeowners and the market alike

Con dential, Proprietary and/or Trade Secret TM SM ® Trademark(s) of Black Knight IP Holding Company, LLC,
and/or an a liate. © 2021 Black Knight Financial Technology Solutions, LLC. All Rights Reserved.
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AUGUST 2021OME PRICES & AFFORDABILITY

McDash loan-level mortgage performance database. Click on

each chart to see its contents in high-resolution.

BLACK KNIGHT HOME PRICE INDEX

Source: Black Knight Home Price Index

» According to the Black Knight HPI, annual home price growth slowed from an all-time-
high of 19.4% in July to 19% in August, marking the rst decline in the rate of annual
appreciation in 15 months

» Annual growth has declined among both single-family residences (SFRs) as well as
condos, with SFRs falling slightly from 20% to 19.6% and condos edging marginally lower
from 15.3% to 15.2%

» While still exhibiting strong growth, this may be a sign of a broader downshift in the
housing market

Con dential, Proprietary and/or Trade Secret TM SM ® Trademark(s) of Black Knight IP Holding Company, LLC,
and/or an a liate. © 2021 Black Knight Financial Technology Solutions, LLC. All Rights Reserved.

YEAR OVER YEAR CHANGE IN MEDIAN SALES PRICE
BY CLTV AT THE TIME OF FORECLOSURE START

Source: Collateral Analytics

» Daily tracking data from our Collateral Analytics group suggests further cooling in
September as well with the median SFR sales price through the rst half of the month up
a much more modest 11.5% Y/Y, marking the slowest annual growth in more than a year

» Despite the slowing, the average home price still rose by 0.9% in August alone, and while
that’s the lowest monthly growth observed by the Black Knight HPI since January 2021, it's
still roughly twice the historical monthly appreciation rate for August

» September through January typically coincide with a seasonal lull in home price growth,
and with a ordability beginning to tighten, we could see growth continue
to simmer in coming months
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ANNUAL HOME PRICE GROWTH RATE
AUGUST 2021
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Source: Black Knight Home Price Index
» While home prices continue to grow by more than 10% annually across all major U.S. » Pittsburgh, Washington, D.C. and Chicago are the only major markets with current growth
markets, wide geographic variations continue to be seen rates under 12%
» Growth rates are more modest in the Midwest and northeastern regions of the » Home price growth through mid-September has come down o June’s record highs in 47 of
country, while areas along the Rocky Mountains and the southeast are running the largest 50 markets, according to the latest daily tracking data from Collateral Analytics

noticeably higher . . . . :
» While the most signi cant slowing has been in markets that had been running well above

» Austin (+45.8% Y/Y) and Phoenix (+33.2% Y/Y) continue to see the highest home price the national average growth rate, it's worth watching geographic-level reactions closely as
growth rates among the 50 largest U.S. markets, fueled by migration from larger, more the market reacts to returning inventory and tightening a ordability
expensive city centers

Con dential, Proprietary and/or Trade Secret TM SM ® Trademark(s) of Black Knight IP Holding Company, LLC,
and/or an a liate. © 2021 Black Knight Financial Technology Solutions, LLC. All Rights Reserved.
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INVENTORY OF HOMES LISTED FOR SALE

Source: Black Knight, Realtor.com

» The number of new for sale listings in August was up 4% from the same time last year,
but remains 9% below the pre-pandemic (2017-2019) average for the month of August

» This suggests a continued shortfall in new listings hitting the market with no sign yet of
looming forbearance expirations impacting new listing volumes

» The shortfall in new listings has narrowed after seeing 25-30% de cits from January
through May, but is still substantial

» Overall inventory has also begun to improve in recent months, due to both the modest
rebound in new listings along with typical seasonal increases

Con dential, Proprietary and/or Trade Secret TM SM ® Trademark(s) of Black Knight IP Holding Company, LLC,
and/or an a liate. © 2021 Black Knight Financial Technology Solutions, LLC. All Rights Reserved.
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CHANGE IN NEW LISTING VOLUME

Source: Black Knight, Realtor.com

» Still, there are roughly half as many actively listings as there should be for this time of
year, with inventory levels still depleted across the country

» 70% of markets are seeing more than a 25% de ciency in inventory vs. pre-pandemic
levels according to Collateral Analytics

» Major West Coast markets are a noticeable exception, with inventory levels ahead of
where they were prior to the pandemic in San Francisco, Sacramento, Los Angeles,
San Jose and Riverside

» After delayed seasonal sales/purchase origination trends in late 2020 and early 2021,
we seem to be settling back in to more of a typical seasonal cycle as volumes in
recent months become more reminiscent of the pre-pandemic era
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MONTHLY PRINCIPAL AND INTEREST PAYMENT NEEDED
TO PURCHASE MEDIAN PRICED HOME
WHEN USING A 20% DOWN 30 YEAR FIXED RATE MORTGAGE

» The monthly payment required to purchase the average priced home with a 20% down
30-year xed rate mortgage increased by nearly 20% (+$210) over the rst nine months
of 2021, bringing the average payment to its highest level since late 2007

» It now requires 21.6% of the median household income to make the monthly mortgage
payment on the average home purchase, the least a ordable housing has been since
30-year rates rose to nearly 5% back in late 2018

Con dential, Proprietary and/or Trade Secret TM SM ® Trademark(s) of Black Knight IP Holding Company, LLC,
and/or an a liate. © 2021 Black Knight Financial Technology Solutions, LLC. All Rights Reserved.
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NATIONAL PAYMENT TO INCOME RATIO*
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Source: Black Knight Home Price Index, Census Bureau
*The National Payment-to-Income Ratio is the share of median income needed to make the monthly principal and interest payment on the purchase
average-priced home using a 20% down 30-year xed rate mortgage at the prevailing interest rate

» Since the Great Recession, home price growth has begun to slow when such payment-
to-income ratios hit approximately 20.5% or higher, but low inventory levels in recent
months have led to record home price growth even with tightening a ordability

» Any further rate increases — such as those seen in the week following the Federal
Reserve's announcement on tapering — will only exacerbate the a ordability side of
the equation
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Should home prices and incomes hold steady,
but interest rates climb to 3.5%, the average
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TRGD\ monthly payment would rise more than $100
and a ordability would hit a 12-year low

» At 4%, the payment-to-income ratio would climb above its 1995-
2003 average, and at 5% it would require $380 (+29%) more per
month to buy the average-priced home than it does today, with
a ordability reaching the lowest levels on record outside of the
2004-2008 period

Source: Black Knight Home Price Index, Census Bureau . . . , .
Scenarios table holds income and home price levels steady » Historically low interest rates have made today’s home prices

manageable from an a ordability perspective, but a sharp rise in
rates unaccompanied by comparable income growth could tip the
balances, underscoring the tightrope the Fed must walk

as it looks to exit its accommodative stance in coming quarters

Con dential, Proprietary and/or Trade Secret TM SM ® Trademark(s) of Black Knight IP Holding Company, LLC,
and/or an a liate. © 2021 Black Knight Financial Technology Solutions, LLC. All Rights Reserved.
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» Los Angeles remains the nation's least a ordable market, requiring 46% of the median
household income to purchase the average priced home

» San Jose and San Diego also have payment-to-income ratios above 40%, with San
Francisco only slightly behind at 39.8%

» For context, the ratios in Los Angeles and San Francisco climbed as high as 70% and
60% respectively during the height of the 2006 housing bubble

» Though historically una ordable, payment-to-income ratios in California have already
returned to pre-Great Recession levels — even with interest rates below 3% — and could
climb higher if 30-year rates rise as the Fed tapers its bond buying

Con dential, Proprietary and/or Trade Secret TM SM ® Trademark(s) of Black Knight IP Holding Company, LLC,
and/or an a liate. © 2021 Black Knight Financial Technology Solutions, LLC. All Rights Reserved.
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» Rising rates could put pressure on homebuyers and prices, as we saw in 2018 when prices
— especially among condos in some costal California markets — began to edge downward

» Also notable: after seeing prices rise by more than 45% over the past year, Austin is now
among the 10 least a ordable markets

» A ordability remains strong in Midwestern markets, which continue to see lower —
although historically high — levels of home price growth and tend to be less reactive to
movements in interest rates
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AUGUST 2021 DATA SUMMARY
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AUGUST@R21APPENDIX
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LOAN COUNTS AND AVERAGE DAYS DELINQUENT

Con dential, Proprietary and/or Trade Secret TM SM ® Trademark(s) of Black Knight IP Holding Company, LLC,
and/or an a liate. © 2021 Black Knight Financial Technology Solutions, LLC. All Rights Reserved.
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STATE BY STATE RANKINGS BY NON CURRENT LOAN POPULATION

AUGUST@R21APPENDIX
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Mortgage Monitor Disclosures

You can reach us by email at
Mortgage.Monitor@bkfs.com

Follow us on Twitter
@Black_Knightinc
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M AUGUST@21DEFINITIONS

FORECLOSURE INVENTORY: The servicer has referred the loan to an attorney for foreclosure. Loans remain in foreclosure inventory from
referral to sale.

FORECLOSURE STARTS: Any active loan that was not in foreclosure in the prior month that moves into foreclosure inventory in the current
month.

NON CURRENT: Loans in any stage of delinquency or foreclosure.

FORECLOSURE SALE/ Any loan that was in foreclosure in the prior month that moves into post-sale status or is agged as a foreclosure

NEW REO: liquidation.

REO: The loan is in post-sale foreclosure status. Listing status is not a consideration, this includes all properties on and

o the market.

DETERIORATION RATIO: The ratio of the percentage of loans deteriorating in delinquency status vs. those improving.
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