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Sales and Homebuilding on the Way Back Up...
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...But More House Price Declines Are Coming...
Case Shiller® Home Price Index: 2000Q1=100
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Valuation Is Less of a Problem...
Case-Shiller® price-to-household income ratios, by metro area
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Price-income ratios, 1989-2003 average

Sources: Fiserv, FHFA, Moody’s Economy.com
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A Surfeit of Housing Inventory...
Vacant homes for sale and rent, ths
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...But Some States Are Balanced
Based on excess inventories as a % of housing stock
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Foreclosures Are Key to Pricing...

50 25
45 + House price growth, Foreclosure share . 20

% change (R of sales, % (L
a0l 6 change (R) 6 (L) | s

35
30 +
25 T
20 +
15 +
10 +
5
0 —
05

Sources: Fiserv, Equifax, Moody’s Economy.com

b
MOODY S FROM MOODY'S ECONOMY.COM 7
ANALYTICS



...And Foreclosures Continues to Mount...

Ths of loans
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™ 90 days and over delinquent
™ Auction & REO
M Notice of default
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Millions of Homeowners Sink Underwater...
Number of underwater homeowners, ths
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...And Strategic Defaults Are on the Rise
90 Days and Over Delinquency Rate, % of #, by CLTV, 30-35% DTI
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-
Loan Modification Efforts Will Fall Short...

Total First Mortgage Loans 55,237 580
HAMP Eligible Loans 8,188,770
{Owner-occupied, non jumbo, immenent default)
Less: Insufficient income even at 2% rate (25%) 2,000,000
Less: Too far underwater (30% with CLTV=>100) 2,500,000
Less: Default probability too high or too low {25%) 2,000,000
Loans That are NPV Positive 1,688,770
Less: Servicers don't participate in HAMP {15%) 253,316
Trial Modifications 1,435455
Less: Failure to make 3 payments or paperwork (60%) 861,273
Permanent Modifications 574182
Less: Redefaults {30%) 172,255
Foreclosures Avoided 401,927
Assumptions:

Based on historical data through 20083

Peak-to-trough house price decline 38% based on Case Shiller national house pric
10.7% peak unemployment rate in 2010q3

Federal funds rate 0% at year-end 2008, 1% year-end 2010, 3.25% year-end 2011
10-year Treasury yield of less than 5.5% through 2012

30% redefault rate

40% pass-through from trial to permanent HAMP modification

Source: Equifax, Moody's Economy.com
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...Resulting in More Foreclosure Sales in 2010
First mortgage loans, Thousands
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Hardest Hit Metros Will Take Longer to Recover
Year in which metro area regains previous house price peak
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Source: Fiserv, FHFA, Moody’s Economy.com
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SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER,
BY ANY PERSON WITHOUT MOODY'S PRIOR WRITTEN CONSENT. All information contained herein is obtained by MOODY'’S from sources
believed by it to be accurate and reliable. Because of the possibility of human or mechanical error as well as other factors, however, all information
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solely as, statements of opinion and not statements of fact or recommendations to purchase, sell or hold any securities. NO WARRANTY,
EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY
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