BLACK KNIGHT 11— FEBRUARY)2?2


https://www.blackknightinc.com/data-reports/?report-type=mortgage-monitor&report
https://www.blackknightinc.com/

CONTENTS

FEBRUARY FIRST LOOK
FEBRUARY*"PERFORMANCE HIGHLIGHNS
FORBEARANCE ACTIVITY

RATES, EQUITY, AFFORDABILITY & HOUSING MAH
APPENDIX

DISCLOSURES

DEFINITIONS

Con dential, Proprietary and/or Trade Secret TM SM ® Trademark(s) of Black Knight IP Holding Company, LLC,
and/or an a liate. © 2022 Black Knight Financial Technology Solutions, LLC. All Rights Reserved.

FEBRUARY 2022/ERVIEW

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 key February mortgage
performance metrics to get a clearer sense of the current delinquency landscape, including levels

of new in ow and delinquency roll rates. We also examine the pandemic-related impact on serious
delinquencies and dig into the borrower behavior driving prepayment activity.

Next, we revisit the forbearance landscape to take a closer look at shrinking plan volumes as well as
starts, removals, extensions and nal exits. We also break down the population of post-forbearance
borrowers to see how they're performing on their mortgages, with a deeper dive on the share who
have since paid o their loans in full. Finally, leveraging home price data from the Black Knight HPI,
we look at the dynamics of today’s housing market, with home price growth continuing to accelerate
alongside spiking interest rates, outing historical trends. We also look at the impact this is having on
home a ordability and borrower buying power.

In producing the Mortgage Monitor, the Black Knight Data & Analytics division aggregates, analyzes and

reports on the most recently available data from the company’svast mortgage and housing related data r
assets. Information is gathered from the McDash and McDash Flash loan-level mortgage performance ;
datasets; Collateral Analytics home price and sales trends data; origination and secondary market
metrics from the Optimal Blue 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 data assets, please call 844-474-2537 oemail morigage.monitor@bkfs.com
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M\ FEBRUARY 20ZRST LOOK

Here we have an overview of ndings from Black Knight's First Look at February mortgage performance data.
This information has been compiled from Black Knight's McDash loan-level database. Click on each chart to
see its contents in high resolution.

Though past-due loans edged higher
in February, the national delinquency
rate remains near pre-pandemic

levels heading into March, a month
which typically sees strong seasonal
performance improvements
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FEBRUARY 20ZRFORMANCE HIGHLIGHTS

Black Knight's McDash loan-level mortgage performance database provides key performance metrics for a clearer picture of
the delinquency landscape, including new in ow and roll rates. Click on each chart to see its contents in high resolution.

NATIONAL DELINQUENCY RATE FIRST LIEN MORTGAGES MORTGAGE DELINQUENCIES BY SEVERITY
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Source: Black Knight, McDash Source: Black Knight, McDash

» Mortgage delinquencies rose for the rst time in nine months, driven by a rise in » Serious delinquencies (90+ days delinquent) continued to show strong improvement
early-stage delinquencies (-8%) in the month, but remain nearly twice as high as before the pandemic

» Despite edging higher in February, at 3.36%, the national delinquency rate is » At 787K, there are still nearly 400K more seriously delinquent mortgages (including those
trending toward pre-pandemic levels and remains very near the record low set in in active forbearance plans) than there were prior to the pandemic

January 2020

» Early-stage delinquencies (30- to 60-days past due) rose 97K, but nevertheless
remain 25% below pre-pandemic levels
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LOANS ROLLING TO A MORE DELINQUENT STATUS FORECLOSURE STARTS VS. FORECLOSURE SALES
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Source: Black Knight, McDash Source: Black Knight, McDash
» The number of newly delinquent loans rose by 13% in February but, even so, remained » Foreclosure referrals pulled back after jumping nearly 7X in January, with start volumes for
10% below February 2020 levels, prior to the pandemic the month 23% below pre-pandemic levels
» The volume of loans rolling into serious delinquency increased 5%, surpassing 2020 » Foreclosure sales (completions) decreased almost 20% and remain 70% below February
levels after running at a de cit over the past eight months 2020
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2YEAR CHANGE IN NON CURRENT RATE NON CURRENT RATE BY STATE
FEBRUARY 2020 TO 2022 FEBRUARY 2022
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» The national non-current rate — which includes all delinquent loans, plus those in » On the other hand, non-current rates in the eastern states have fallen below their own
active foreclosure — is now lower than it was at the pandemic’s onset pre-pandemic levels, but remain higher at present than in the west

» While the western part of the country continues to see lower overall non-current rates,
they are almost universally higher than 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. © 2022 Black Knight Financial Technology Solutions, LLC. All Rights Reserved.



2YEAR CHANGE IN 90+ DQ OR FC RATE
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» While the overall number of past-due mortgages has fallen below pre-pandemic
levels, serious delinquencies remain elevated

» As of February, there were still nearly 400K excess serious delinquencies as
compared to two years ago
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» 97 of the nation’s 100 largest markets and 49 of 50 states are still seeing pandemic-related
impacts on seriously past-due mortgages

» Metros with the most signi cant excess serious delinquencies include New Orleans,
Minneapolis and San Antonio



Prepayment Rate (SMM) in BPS

FEBRUARY 202ZRFORMANCE HIGHLIGH

PREPAY ACTIVITY SMM BY CAUSE OF PREPAYMENT DISTRIBUTION OF PREPAY ACTIVITY BY REASON
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» February prepayment activity hit the lowest level in three years as rising interest rates » Purchase prepayments are expected to rebound in coming months, following the normal
continue to reduce re nance incentive seasonal pattern, while equity-related prepays will continue to dominate the re nance
picture

» Home sale prepayments have declined 50% since August, a seasonal dip that
compounded the e ect of a 55% drop in re nance-related prepayments » A shift toward more equity-centric re nances and home sale prepayments will require

_ . _ more complex prepayment models going forward
» Prepayments related to rate/term re nances are at their lowest level since mid-2019,

down 80% from a peak in early 2021

» Cash-out re nances — though down almost 30% from their recent peak — remain
roughly twice as high as mid-2019, the last time we saw prepay speeds this low
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FEBRUARY 202DRBEARANCE ACTIVITY

Here we examine mortgage loans in forbearance — including plan starts, removals and extensions — as well as checking
on the performance of the post-forbearance population. This information has been compiled from the original Black Knight
McDash loan-level mortgage performance database as well as the McDash Flash daily data set. Click on each chart to see its

contents in high resolution.

ACTIVE FORBEARANCE PLANS
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Fannie & Freddie | FHA & VA | Other** | Total
Loans in Forbearance* 225,000 270,000 248,000 743,000

UPB of Loans in Forbearance ($Bil)* $45 $48 $42 $134

Share of Loans in Forbearance* 0.8% 2.2% 1.9% 1.4%

Source: McDash Flash
Data as of March 22nd 2022

» Forbearance plan volumes declined by 47K (-6%) over the past 30 days, with the
monthly rate of improvement holding steady

» As of March 22, 743K (1.4%) of mortgages remained in active forbearance, including
2.2% of FHA/VA, 1.9% of Portfolio/PLS and 0.8% of GSE loans

» Plan volumes are now down more than 4M (-84%) from their peak in early 2020
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REMAINING FINAL FORBEARANCE PLAN EXPIRATIONS
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Source: McDash Flash
Final forbearance plan expirations estimated using plan start dates reported in McDash Flash

alongside forbearance term guidelines/allowables by individual investor class

» Opportunity for improvement remains, with 97K plans scheduled for review in April, of which
more than a third are expected to reach their nal expirations

» Servicers should experience more manageable exit volumes in coming months, as nal plan
expirations fall to around 80K/mo. through May, before dropping to <60K/mo. by August
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FOREBEARANCE PLAN STARTS NEW FORBEARANCE PLAN STARTS BY INVESTOR
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Source: McDash Flash Source: McDash Flash
» Plan starts moderated in recent weeks, hitting their lowest weekly volumes since » Restarts continue to drive the majority of new forbearance plan activity with volumes
Thanksgiving, driven primarily by a drop in new FHA/VA entries more than twice that of new plan starts

» Plan restarts uctuated throughout February with overall volumes remaining
relatively steady in recent months
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CURRENT STATUS OF COVID 19 RELATED FORBEARANCES LOANS IN ACTIVE FORECLOSURE POST FORBEARANCE
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Source: McDash Flash
Data as of March 22nd 2022 Source: McDash Flash
» 8.1M borrowers have now been in forbearance at some point since the onset of the pandemic » Some 272K borrowers — two-thirds of whom were already delinquent prior to the

. : : . . . pandemic — remain past due after exhausting both forbearance and loss mitigation options
» 90% have since exited their plans, with more than half returning to making mortgage

payments and another 28% having paid o their mortgages in full » 74K loans are in active foreclosure post-forbearance, up 6% from the same time last month

» The backlog of loans in post-forbearance loss mitigation has begun to improve, seeing a 10% » While 68% of post-forbearance borrowers now in active foreclosure were delinquent going
reduction over the past 30 days, but >400K borrowers are still working through options with into the pandemic, the number of post-COVID delinquencies in active foreclosure rose by
their servicers 14% this month as pandemic-era protections have begun to wear o
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CURRENT STATUS OF LOANS THAT HAVE LEFT COVID 19
FORBEARANCE PLANS

Source: McDash Flash
March 2022 - represents partial data through the 22nd of the month

>1.5 million borrowers have left forbearance since the beginning of October 2021

Only about 10% of these have returned to delinquency following forbearance and subsequent
loss mitigation e orts with their servicers

However, with 31% still in loss mitigation, the forbearance success rate is uncertain,
particularly for those who have exhausted the fully allowable forbearance period
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and/or an a liate. © 2022 Black Knight Financial Technology Solutions, LLC. All Rights Reserved.

3

FEBRUARY 2022

CURRENT STATUS OF LOANS THAT HAVE LEFT COVID 19
FORBEARANCE PLANS

Source: McDash Flash

This population — central to potential 2022 foreclosure risk — is worth watching given the
number of ways they may impact the housing market

An estimated 180K borrowers (44% of all post-forbearance loss mitigation loans) who left
forbearance plans more than 120 days ago remain in active loss mitigation
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MORTGAGES THAT HAVE BEEN PAID IN FULL FOLLOWING MORTGAGES THAT HAVE BEEN PAID IN FULL FOLLOWING

FORBEARANCE PLAN PARTICIPATION PARTICIPATION IN A FORBEARANCE PLAN
DISTRIBUTION BY PAYOFF REASON AND LIQUIDATION MONTH

» Of the 2.2M post-forbearance borrowers who paid o their loans in full, the largest » Rate/term re nances made up only 22% of post-forbearance payo s, a share which has
share (42%) did so through the sale of the home been falling in recent months as interest rates climbed

» Cash-out re nances accounted for the second-largest share (35%), which suggests » Plan exits spiked in June/July 2020, but post-forbearance payo s were more evenly
many borrowers may have used the equity in their homes to help right their nancial distributed, suggesting many borrowers returned to making regular payments without
situation selling or re nancing
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Leveraging data from the Black Knight HPI, we look at the dynamics of today’s housing market, with home price growth
continuing to accelerate alongside spiking interest rates, outing historical trends and signi cantly impacting a ordability and
borrower buying power. This analysis also draws upon the Black Knight McDash loan-level mortgage performance database
and third-party sources of information. Click on each chart to see its contents in high resolution.

REFINANCE CANDIDATES BY MONTH 30 YEAR MORTGAGE TO 10 YEAR TREASURY SPREAD

T

Source: Black Knight, Freddie Mac PMMS . . )
March 2022 data as of 3/24/2022 Source: Black Knight, Optimal Blue OBMMI, FRED

» Interest rates jumped >50BPS in mid-March, the largest two-week increase in » This will not only exert a downward pull on re nances and prepayments, but will also
more than a decade continue to strengthen the transition to an equity-centric lending market

» The 30-year xed rate mortgage increased by more than 125BPS in the rst » The spread between the 30-year xed and 10-year Treasury yields has also widened,
guarter of 2022, marking the sharpest 12-week rise in 27 years, putting pressure reaching 2.38% in recent weeks, well above the long-term average of 2%

on both re nance incentive and a ordabilit . L : .
Y » While overall re nance originations fell 34% from last year - with rate/term re s dropping

» In March alone, the number of high-quality re nance candidates dropped by half 60% - cash-out lending rose 13% over 2021, buoyed by surging home values
and is now down more than 80% from the start of the year
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BLACK KNIGHT HOME PRICE INDEX 1 MONTH CHANGE IN HOME PRICES BY MONTH

Source: Black Knight Home Price Index Source: Black Knight Home Price Index
» According to the Black Knight HPI, home prices rose 1.84% in February — nearly » The average home has now increased in value by more than 34% since February 2020,
4X the 25-year average for the month with appreciation continuing to reaccelerate after a brief slowdown last fall
» Home prices are up a record 19.6% year-over-year » Condos and single-family residences (SFR) are appreciating at similar levels, with condos

up 19.1% year-over-year and SFR up 19.7%
» February also marked the 14th month of the pandemic to see greater than 1% P y y P

monthly home price growth
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ANNUAL HOME PRICE GROWTH RATE
FEBRUARY 2022
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Source: Black Knight Home Price Index

» February home prices were up >10% year-over-year in all the nation’s 100 largest
markets for the rst time on record, with three-quarters seeing their annual home
price growth rates accelerate over the past four months

» Phoenix, Jacksonville, Miami and San Diego, which ranked among markets with the
highest price growth, are also among the least a ordable

» Austin, a top 10 market with tremendous price growth over the past couple of years, has
» Florida led the nation, with Tampa, Jacksonville, Orlando and Miami all ranked experienced modest cooling (-7.3%) over the past four months, along with Boise (-12.4%)
in the top 10 markets for year-over-year price increases - and price growth and Salt Lake City (1.4%)
accelerating in all nine of the state's major markets

Con dential, Proprietary and/or Trade Secret TM SM ® Trademark(s) of Black Knight IP Holding Company, LLC,
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MONTHLY P&l PAYMENT TO PURCHASE AVERAGE PRICED HOME NATIONAL PAYMENT TO INCOME RATIO*
WITH 20% DOWNPAYMENT AT PREVAILING 30 YEAR INTEREST RATE — % 1 ! roe — " Lo !

Source: Black Knight Home Price Index, FHLMC PMMS, Census Bureau

Source: Black Knight Home Price Index, FHLMC PMMS *The National Payment to Income Ratio is the share of median income needed to make the month!y p(lnmpal and interest payment on the
purchase of the average-priced home using a 20% down 30-year xed rate mortgage at the prevailing interest rate

» Home price growth is reaccelerating even as interest rates continue to climb, with rates » That is a full 4 percentage points more than the 1995-2003 long-term average, though still
rising nearly 1/3 of a point in February and more than 1.25% since the start of the year below the 2006 high of 34%

» As a result, a ordability is now at its lowest point on record outside of 2004-2007, » In recent years, a payment-to-income ratio above 21% has worked to cool the housing
with the monthly principal and interest (P&I) payment for the average-priced home market, but record-low inventory continues to fuel growth even in the face of the tightest
purchase up $329 (+24%) year-to-date and $596 (54%) since the onset of the a ordability in 15 years
pandemic

» At current home prices and interest rates, it would take a 16% rise in incomes to bring
» It now takes 29.1% of the median household income to make that P&l payment, up the P&l ratio back down to benchmark a ordability levels
from 19.3% just 15 months ago

Con dential, Proprietary and/or Trade Secret TM SM ® Trademark(s) of Black Knight IP Holding Company, LLC,
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CHANGE IN PAYMENT TO INCOME RATIOS
MARCH 2022 VS 1995 2003 BENCHMARK AVERAGE
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» Heading into the pandemic, just six of the 100 largest U.S. markets were less » In Los Angeles it now requires more than 60% of the median income to make monthly
a ordable than their 1995-2003 benchmarks — by mid-March 2022, there were mortgage payments on the average-priced home, 25 percentage points more than 1995-
82 2003 averages

» The a ordability crisis is particularly acute in western coastal markets » The story is similar in San Jose (57.5%) and San Diego (55.5%), both up >20% above their

own long-term averages
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FEBRUARY 2022 DATA SUMMARY
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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. © 2022 Black Knight Financial Technology Solutions, LLC. All Rights Reserved.

2




DELINQUENCY AND FORECLOSURE FIGURES BY STATE
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Mortgage Monitor Disclosures
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FEBRUARY22 DEFINITIONS

TOTAL ACTIVE COUNT: All active loans as of month-end, including loans in any state of delinquency or foreclosure. Post-sale loans and
loans in REO are excluded from the total active count.

DELINQUENCY STATUSES All delinquency statuses are calculated using the MBA methodology based on the payment due date provided
30, 60, 90+, ETC. : by the servicer. Loans in foreclosure are reported separately and are not included in the MBA days delinquent.

90 DAY DEFAULTS: Loans that were less than 90-days delinquent in the prior month and were 90-days delinquent, but not in
foreclosure, in the current month.

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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