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Fannie Mae Benchmark CPR™ Commentary

Fannie Mae developed our Benchmark CPR framework to facilitate proactive engagement with sellers and servicers. In
March, we made our Benchmark CPR framework available to market participants by launching the Benchmark CPR
dashboard on Data Dynamics® and releasing a methodology overview. As part of our continuous efforts to engage with
market participants, we are introducing a monthly commentary to discuss insights arising from the Benchmark CPR data.

June 2020 Commentary

Fannie Mae Cohort Benchmark CPR3 came in at 35.2 CPR for the month of May, which was a 13% increase from the 31.1
CPR observed in April. As a reminder, our flagship metric, the Benchmark CPR3, is calculated from the three-month
weighted average single monthly mortality (SMM) rate. However, the most recent one-month components of the
Benchmark CPR3 show a marginal slowdown from 38 CPR in April to 35 CPR in May. This is a reversal of the significant
acceleration observed in the last few months, from 22 CPR in February to 38 CPRin April.

Exhibit A.
Benchmark CPR™ Dashboard EZ3
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*Rolling 24 month lookback for which a 3 month CPR is available.

Source: Fannie Mae Data Dynamics: https://datadynamics.fanniemae.com/data-dynamics/#/report/17

May prepay speeds once again surprised the market, which was forecasting a 10-15% decline in speeds. The forecasts
appear to have underestimated the resiliency of the mortgage industry and specifically its ability to close loans for the
past three months, leading to prepayment surprises, with actuals exceeding expectations. Any supply chain issues appear
to have been more than offset by the average mortgage rate dipping well below the key 3.5% level, resulting in a large
media effect promoting refinance activity. The mortgage industry is struggling to keep up with demand, but loans are still
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being closed at a healthy clip despite working from home and social-distancing measures. It’s worth highlighting that
nearly 70% of the conventional mortgage loan population appears to be in the money by at least 0.50% in rate, assuming
a 3.125% prevailing mortgage rate.

For turnover, the impacts of COVID-19 were felt early in the purchase season, as existing home sales are down 8.5% and
new home sales down 15.4% month-over-month. This trend may soon reverse, as evidenced by the sharp increase in the
MBA Purchase Index*. Having said that, it remains to be seen what the ultimate impact of COVID-19 will be on the
seasonality of the market, and thus, prepayment speeds.

Beyond the Headline

Of note, we highlight the steepness of the WALA ramp and decreased seasoning burnout by observing the differences in
Benchmark CPR1/3/6: Benchmark CPR1 (29.1 CPR), Benchmark CPR3 (35.6 CPR) and Benchmark CPR6 (40.7 CPR).

The key differences between the Benchmark CPR1, CPR3 and CPR6 definitions are the seasoning requirement and the
number of observations covered. The number identifies both the required amount of seasoning to be included in the
reference population, as well as the number of observations averaged to produce the metric. Thus, Benchmark CPR6
ignores the most recent six months of production while adding six months of the more seasoned production to the 24-
month rolling population. Please refer to the Benchmark CPR Methodology Overview for additional detail.

The top ten servicers by UPB paid at 35.4% on the Benchmark CPR3, which covers ~58% of outstanding FN balance, in line
with Cohort (35.2% Benchmark CPR3). Within these ten servicers, the note rate adjusted percentage of cohort varied from
T7% of cohort to 126% of cohort. It is also notable that some of the servicers that were significantly faster than cohort in
prior months are now more in line with cohort. Overall, it appears that the rest of the market is catching up to the lenders
that were significantly faster in prior months. Anecdotally, this was in line with the higher levels in the MBA Refi Index in
prior months, and with this index dominated by bank lenders, this speaks to the catch-up nature of this month’s prints.
The top ten sellers made up 53% of the outstanding balance and had a prepay profile very similar to that observed within
the top ten servicers.

The composition of the overall Fannie cohort shifted to lower WACs, as the higher coupons were quicker to refinance into
lower rates.

Below we preview heatmaps from a new feature under development for the Benchmark CPR dashboard. The heatmaps
consist of two panels; the panel on the left shows the Benchmark CPR3 for the Fannie Mae reference population over the
last twelve factor months, using a multicolor scale, and the panel on the right shows the outstanding UPB using a gray
scale. Each heatmap cohorts the reference population across a chosen metric (e.g., Loan Size).

The first heatmap in Exhibit B utilizes a waterfall logic to cohort the population among widely accepted specified collateral
stories. This shows that prepays were higher across most specified pool stories, but the differentials between call-protected
collateral and non-call protected collateral appear to have reverted to the highs seen in the second half of 2019. While these
are interim numbers and are subject to some change, the trend seen in this chart aligns with the pricing recovery observed
for call-protected collateral in the last month.
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Exhibit B.

Cohort Annualized BCPR-3M Cohort UPB Concentration %

21%
205
19%
18%
17%
1655
15%
14%
13%
12%
11%
105

Hon-5pec
Purchase
FICO=700
Investor

LTW=>=935

2%
175k
5%
5%
4%
3%
2%

150k
125k
110k

a8

Ln
=

-
%, 8. B2 1
3 <139 q:%;iQ:%j qh%?

Ay iy, T, Q. b O
%?b Uz o @2;%bz9 Q;D O

-
(2

&) .
el 'ZD

dyy A % O Y O 4 %
7o o Biy g Yo g Czg ep ey

o 3y Yo
o 5 0

Source: Fannie Mae

The next heatmap in Exhibit C shows the prepay sensitivity to loan size and how pronounced it has become over the last
year as the refinance wave took hold.

Exhibit C.

Cohort Annualized BCPR-3M Cohort UPE Concentration %
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Additional Resources
Contact Us

For questions, please contact the Fannie Mae Investor Help Line at 1-800-232-6643, Option 3 or by e-mail.

Resources

Benchmark CPR Dashboard

Benchmark CPR Video Tutorial

Benchmark CPR Methodology Overview

Data Dynamics Webpage

Stay Connected

Sign up for news, commentaries, and announcements

This commentary is provided by Fannie Mae solely for informational purposes based on information available at the time it is published. This
document is based upon information and assumptions (including financial, statistical or historical data and computations based upon such
data) that we consider reliable and reasonable, but we do not represent that such information, assumptions, data, or computations are accurate
or complete, or appropriate or useful in any particular context, including the context of any investment decision, and it should not be relied upon
as such. It is subject to change without notice. Fannie Mae disclaims any responsibility for updating the commentary or the opinions or
information discussed herein. The opinions presented in the commentary represent the views of professionals employed by Fannie Mae of certain
factors that may impact the performance of certain loans in Connecticut Avenue Securities reference pools. The effect of factors other than those
assumed, including factors not mentioned, considered or foreseen, by themselves or in conjunction with other factors, could produce
dramatically different performance or results. Statements in this commentary regarding the future impact of data quality improvements are
forward-looking, and actual results may be materially different due to, among other reasons, those described in “risk factors” in our most recent
Form 10-K and Form 10-Q. Fannie Mae does not represent that such views are the sole or most accurate explanations for loan performance or
that there are not credible alternative views or opinions. Fannie Mae publishes this commentary as a service to interested parties and disclaims
any liability for any errors contained herein. Fannie Mae securities are more fully described in applicable offering circulars, prospectuses, or
supplements thereto (such applicable offering circulars, prospectuses and supplements, the “Offering Documentation”), which discuss certain
investment risks and contain a more complete description of such securities. All statements made herein are qualified in their entirety by
reference to the Offering Documentation. An offering only may be made through delivery of the Offering Documentation. Investors considering
purchasing a Fannie Mae security should consult their own financial and legal advisors for information about such security, the risks and
investment considerations arising from an investment in such security, the appropriate tools to analyze such investment, and the suitability of
such investment in each investor’s particular circumstances.
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