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TOP BANK ORIGINATOR - RETAINED PORTFOLIO SAMPLING
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Based upon my real-time official Default and Foreclosure data in Feb and March -- in contrast to all of 2009
-- several of the nationals top banks went into proactive loan liquidation mode. Month after month new
monthly resi official Notice-of-Defaults and Foreclosures have been flat to dropping, artificially. Among
other things, this has translated into very optimistic earnings calls and projections by the banks with respect
to the health of their loan assets quarter after quarter. But official Defaults and Foreclosures are suddenly
surging with some of the biggest banks taking the lead.

The recent surge at all stages of the Default and Foreclosure process (official NODs, NTS's, and
Foreclosures) is something brand new. It fits exactly with my new-year thesis that -- based upon my
proprietary data findings --beginning in January something changed with the way the large servicers are
managing their resi default and foreclosure pipeline and process. At first the move was subtle but |
brought it to your attention anyway. By Feb, the move became clearer and by March the trend is confirmed.
Back in Jan, my immediate thought back then was "perhaps the age of extreme extend and pretend is in
fact coming to an end". | stand by this.

In fact, the "permanent loan mod drive" that began in November, which most think will prevent
Foreclosures, has a significant unintended consequence that will increase them...the same consequence
as defining and streamlining the foreclosure process through the various new gov't initiatives recently
announced. This is to flush out the millions that don't qualify, re-default, don't want a mod, or have been
using the highly unstructured process to date as a way of kicking the can, and get them identified taken to
foreclosure much quicker and to get new maodification applicants decisioned and slotted much quicker in
the process going forward.

The chart above is of the aggregate official Default through Foreclosure resi pipeline from various large
banks with large mortgage and servicing divisions. **It is important to note | used several filters on the sort
to only capture loans | believe are still on balance sheet, which accounts for the much lower number of
results than a full default and foreclosure report run . Therefore, what is most important in this chart is
previous peak levels and recent rate-of-change.

Bottom line: based upon this drill-down sampling, on loans bank's originated and likely still own, a
decisive move to liquidate assets has been made. Most of the banks are are doing the exact same thing.
The move banks are making with loans to which they still have exposure is far more pronounced than if |
were to run the same report on loans they just service. Perhaps this is why capital raising has been so far
and few in between.

April is already starting off with a bank with respect to Foreclosures. If the first week run-rate holds all
month, Foreclosures will be up another 25% MoM far above record highs. With eight million loans
somewhere in the Default and Foreclosure pipeline, this could get really interesting in the coming months.
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Sticky Note
1) NOD - Up 50% from Dec lows. When the final Mar NOD data lags in, they will be at 17k -- back to Aug levels -- which was right when Obama got hard on the servicers and getting a trial mortgage mod became more of a pulse check than a qualification exersize.  Based upon early April data, they are at a 20k run rate mtd. 



2) NTS - up a whopping 70% MoM, 15% QoQ. When final Mar NTS data lags in they will be slightly above 17k, a record high. These are imminent foreclosures for April/May.



3) Foreclosures - up 50% MoM, 400% YoY, 15% QoQ and at record highs. The April mtd real-time run rate indicate an increase of 25% for April if it holds til month end. 



4) Cancelled Foreclosures - indicative of mods, also at record highs. These steal from Foreclosures up front (look how high foreclosures would have been without mod can kicking), but because at least half will fail within nine mos to a year, will provide another nice foreclosure channel beginning soon.



Bottom Line - on loans bank's originated and likely still own based upon this drill-down sampling, banks are taking a decisive move to liquidate assets.  This is far more pronounced than on loans they only service for others.  



Perhaps this is why capital raising has been so far and few in between.  
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Based upon my real-time official Default and Foreclosure data in Feb and March -- in contrast to all of 2009 -- several of the nationals top banks went into proactive loan liquidation mode.  Month after month new monthly resi official Notice-of-Defaults and Foreclosures have been flat to dropping, artificially.  Among other things, this has translated into very optimistic earnings calls and projections by the banks with respect to the health of their loan assets quarter after quarter.  But official Defaults and Foreclosures are suddenly surging with some of the biggest banks taking the lead.  



The recent surge at all stages of the Default and Foreclosure process (official NODs, NTS's, and Foreclosures) is something brand new. It fits exactly with my new-year thesis that -- based upon my proprietary data findings --beginning in January something changed with the way the large servicers are managing their resi default and foreclosure pipeline and process.   At first the move was subtle but I brought it to your attention anyway. By Feb, the move became clearer and by March the trend is confirmed. Back in Jan, my immediate thought back then was "perhaps the age of extreme extend and pretend is in fact coming to an end".  I stand by this. 



In fact, the "permanent loan mod drive" that began in November, which most think will prevent Foreclosures, has a significant unintended consequence that will increase them...the same consequence as defining and streamlining the foreclosure process through the various new gov't initiatives recently announced. This is to flush out the millions that don't qualify, re-default, don't want a mod, or have been using the highly unstructured process to date as a way of kicking the can, and get them identified taken to foreclosure much quicker and to get new modification applicants decisioned and slotted much quicker in the process going forward. 



The chart above is of the aggregate official Default through Foreclosure resi pipeline from various large banks with large mortgage and servicing divisions.  **It is important to note I used several filters on the sort to only capture loans I believe are still on balance sheet, which accounts for the much lower number of results than a full default and foreclosure report run . Therefore, what is most important in this chart is previous peak levels and recent rate-of-change.   



Bottom line:  based upon this drill-down sampling, on loans bank's originated and likely still own, a decisive move to liquidate assets has been made. Most of the banks are are doing the exact same thing. The move banks are making with loans to which they still have exposure is far more pronounced than if I were to run the same report on loans they just service. Perhaps this is why capital raising has been so far and few in between. 



April is already starting off with a bank with respect to Foreclosures. If the first week run-rate holds all month, Foreclosures will be up another 25% MoM far above record highs.  With eight million loans somewhere in the Default and Foreclosure pipeline, this could get really interesting in the coming months. 




