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= New York Federal Reserve pegs

Risi Nng Recession Risk probability of recession at 25% for
mm Recession (NBER Defined) —Recession Probability (New York Fed) A.UQUSt 2023 based on model using
/ yield curve
1.20 120%

= Highest probability since February
2021. Probability was 28% for April

1.00 100%
2020 (predicted 12 months in
advance).
0.80 80%
= "The yield curve—specifically, the
spread between the interest rates
0.60 f0% on the ten-year Treasury note and

the three-month Treasury bill—is @
25.15% valuable forecasting tool. It is
simple to use and significantly
outperforms other financial and
macroeconomic indicators in
predicting recessions two to six
20% quarters ahead.” — The Federal
Reserve Bank of New York

0.40 40%

0.20

0.00 0%

Sources: Federal Reserve Bank of New York, National Bureau of Economic Research


https://www.newyorkfed.org/research/current_issues/ci2-7.html
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Increasing risk of home price downturn

= New Goldman Sachs forecast published September 1, 2022, has home prices nationwide flat in 2023

= Forecasting mortgage rates to stay above 5 percent in 2023

Housing Forecasts and Key Charts

Exhibit 1: GS housing and mortgage forecasts

Annual Data

2022

Housing Measures

Housing Starts (SAAR, Thousands) 1,720 1,655 1,446 1,605 1,605 1,607 1,626
Single Family 1,187 1,088 916 1,119 1,131 1,078 1,022
Multi Family b33 &7 530 486 474 529 503

Case-Shiller Mational House Prices (YoY %Chg) 19.9 16.0 14.7 10.7 16.8 107 07

Interest Rates
10-Year Treasury (%) 2.1 29 33 33 1.5 33 32
PMMS 30-Year Fixed-Rate Mortgage (%) 42 54 55 L) 3.1 ] 52
Mortgage Originations

Total 1-4 Family ($Billions) 589 453 456 410 3,991 2,008 1,744
Purchase Originations 381 424 434 387 1,646 1,626 1,601
Refinance Originations 308 29 22 23 2,345 382 143

Gross Issuance of Agency MBS (3Billions) 608 400 402 362 3,460 1,773 1,540

Refinance Share (%) 45 6 5 6 59 19 ]

Mote 1: Annual data for housing starts are annual averages. Annual data for Case-Shiller national house prices are year-end numbers. Annual data for
mortgage originations are the sum of quarterly originations.

Mote 2: The Case-Shiller Mational House Price index is a weighted average of metro-level HPls for 381 metro cities where the weights are dollar values of
housing stock reported in the American Community Survey.

Mote 3: Interest rates refer to period end values.

Mote 4: Sources for historical data are Census Bureau, NAR, Moody's Analytics, Federal Reserve, Freddie Mac, and MBA.

Source: Goldman Sachs Global Invastmant Resaarch

Sources: Goldman Sachs
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= Goldman forecasting 2023 price declines in 39 percent of U.S. markets, mostly in the West region

= Early signs of this already showing up in higher share of price cuts in Western markets that boomed during pandemic

Exhibit 2: We are expecting price declines in 39% of U.5.

metros in 2023, mostly in the West region
2023 MSA-level home price forecasts

m323 HPA Forecast

#ﬂﬁhgﬁaﬁ%;ﬁ&lﬁ‘ﬁﬁﬁﬁﬁ fﬁ:ﬂﬁé‘igﬁf

Exhibit b: Listing price cuts are most common today in
metros that saw high price appreciation in 2020 and 2021
2020-2021 (2-year) home price appreciation vs % of listings
posting a price cut, for top 100 metros
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source: Goldman Sachs Global Investmant Resaarch

Sources: National Association of Realtors

saource: flbow, Goldman Sachs Global Investmeant Aasearch
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= July 2022 month-over-month price decrease biggest on record, following record high July increase in 2020

= More than twice the decreases seen in July 2008 and July 2010
= Annual home price appreciation nationwide dropped to 7.7 percent in July compared to 13.0 percent in June

July Month-over-Month Change in U.S. Median Home Price

7.0%

1.8% 1.8%

0. 90/0
0.0% 0.0% 0.0% 0.0%

- ] o
-0. 50/0 -0.4% 0. 60/0 -0.4%

-1.1% ~1.2% 13% -1.0%

0.9%

-3.2%

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 201/ 2018 2019 2020 2021 2022

Sources: ATTOM Data Solutions
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= 132 out of 204 markets with at least 300 sales during the month reported a month-over-month decrease in median home price

* Including 16 of 20 markets with most sales for the month

July 2022 Month-over-Month in Median Home Prices

Chicago-Naperville-Elgin, IL-IN-WI -0.3% W
New York-Newark-Jersey City, NY-NJ-PA e 4.3%
Atlanta-Sandy Springs-Roswell, GA P 1.9%
Miami-Fort Lauderdale-West Palm Beach, FL -2.3% I
Los Angeles-Long Beach-Anaheim, CA -2.8% I
Philadelphia-Camden-Wilmington, PA-NJ-DE-MD -3.1% ——
Phoenix-Mesa-Scottsdale, AZ -3.3% N
Washington-Arlington-Alexandria, DC-VA-MD-WV -1.4%
Dallas-Fort Worth-Arlington, TX -0.8%
Houston-The Woodlands-Sugar Land, TX -3.9% I
Boston-Cambridge-Newton, MA-NH -1.5%
Seattle-Tacoma-Bellevue, WA -2.8% I
Minneapolis-St. Paul-Bloomington, MN-WI 1129 0.0%
Riverside-San Bernardino-Ontario, CA <70 -1.9%
Detroit-Warren-Dearborn, Ml —
Tampa-St. Petersburg-Clearwater, FL -1.2%
Indianapolis-Carmel-Anderson, IN -1.2% .
Las Vegas-Henderson-Paradise, NV -2.1% I
Denver-Aurora-Lakewood, CO -2.6% I
Charlotte-Concord-Gastonia, NC-SC -2.9% I
Cincinnati, OH-KY-IN -2.0% I
Cleveland-Elyria, OH 0.0%
Columbus, OH -2.2%
San Antonio-New Braunfels, TX -3.6% I
Kansas City, MO-KS -3.1%

Sources: ATTOM Data Solutions
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= Auction.com buyers: 55 percent described their market as "overvalued with correction possible”, up from 40 percent a year ago
= 17 percent expect flat or declining prices in their market in 2022, up from 12 percent a year ago

= NAR data shows home sales down 20% year-over-year in July, even as inventory of homes for sale rose (sixth consecutive month)

Sales Dropping While Supply Rises Which of the following best describes your view of the housing
markets where you operate?

B Sales YoY  ===Existing Homes For Sale Inventory

B Undervalued with strong upside
2,000,000 60%

B Soft fundamentals with select opportunities
1,800,000 50% Overvalued with correction possible

B Fundamentally sound with solid growth

8%
All Buyers - 1%

1,600,000
40%

1,400,000
30% 55%
A 259
1,200,000 %
20% 3%
(@)
1,000,000 West Region 3% 629
(0]
10% R 31%
800,000 I I I I
(@)
mur ' . . m— 0
600,000 I ] I 0 I ] I I I South Region ° 55%
(o)
10% N 29%
400,000
200000 20%  Northeast Region 6% 62%
R 24%
o -30% o
P FEF PSS E S E I <
W7 P (@ W P @ WY W@ R Midwest Region = 57%

I 189%

Sources: Auction.com, NAR
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= Competition (saves per foreclosure, bids per REO) down in Q2 2022 from record highs in Q12022

= Average discount below estimated as-is market value rising after bottoming out in 2021 (foreclosure) and Q12022 (REO)

Buyers Shrinking Their Buy Box Buyers Bidding More Conservatively
——Online Saves per Foreclosure Auction Property ——Foreclosure Sales Discount Below As-Is Value
—Bids per REO Auction Property —REQO Auction Sales Discounts Below As-Is Value

Ql Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Ql Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2
2019 2019 2019 2019 2020 2020 2020 2020 2021 2021 2021 2021 2022 2022 2019 2019 2019 2019 2020 2020 2020 2020 2021 2021 2021 2021 2022 2022

Sources: Auction.com
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= Over S300K after-repair value down 31% between February 2022 and June 2022 (versus 21% overall)
= West down 39%, Southeast down 36%

Demand Falling Faster for Higher-End Distress Demand Falling Faster in Southeast & West
m Under $S100K  m$100K to S300K  m Over $S300K m Southeast mWest mNortheast B Midwest
Jan Feb Mar Apr May Jun Jan Feb Mar Apr May Jun

Online Saves Per Property Brought to Foreclosure Auction Online Saves Per Property Brought to Foreclosure Auction

10

Sources: Auction.com
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= 11K third-party sales nationwide in Q2, up 18 percent from a year ago but still 35 percent below pre-pandemic level in Q12020
= 8K REO inflow nationwide in Q2, up 31 percent from a year ago but still 69 percent below pre-pandemic level in Q12020

Plateauing Supply of Distress

M Third-Party Sales ® REO Inflow
70K

60K

50K
40
30
20
” 111111111
0

Q12018 Q22018 Q32018 Q42018 Q12019 Q22019 Q32019 Q42019 Q12020 Q22020 Q32020 Q42020 Q12021 Q22021 Q32021 Q42021 Q12022 Q22022

~

~

~

~

~

1

Sources: ATTOM Data Solutions
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= Foreclosure auction volume slowly rising but still at 48 percent of pre-pandemic levels

= REO volume only at 19 percent of pre-pandemic levels (partly as function of high foreclosure auction sales rate)

Foreclosure Auction Volume REO Auction Volume

EmBTA Pct of Q2 2019 Level —SalesRate m REO BTA - Pct of Q12020 Level

19%
i
]

> 3 >

57.9%

eiFeiy feld

12

Sources: Auction.com,



Return of foreclosure volume by state
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Sources: Auction.com

August 2022 Completed Foreclosures by State

August 2020 Completed Foreclosure Auctions -- Percent of Pre-Pandemic (January 2020) Levels

371%
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= 420K delinquent mortgages not protected

GrOWiﬂg BOCk|Og O]C PQ ndemic DiStreSS by foreclosure moratoria or forbearance
or loss mitigation as of the end of June
m Unprotected Delinqguent ~ m Unprotected Foreclosure 2022
500K
o CFPB Temporary Rule = Up 46K (12 percent) from previous month
and up 189K (89 percent) from 222K in
00K June 2021, right before nationwide
foreclosure moratorium was lifted
350K
300K = Total seriously delinquent mortgages
have been trending lower, from recent
250K peak of 2.6 million August 2020 to 769K in
May 2022
200K
120K = SDQ inventory ticked up slightly to 789K
o in June 2022
50K
oK
9@69 Q}m&o Q}W&O Q}m&o @\»&0 «Q&\ «Q&\ é{»&\ &%&\ o*%&\ &m&\ \@&\
- SR AR S S GRS
W Q\‘@ o OAQ; @O@ © ((e‘,o \s
P <~ 9
Source: Black Knight. Unprotected refers to mortgages not in forbearance or loss mitigation 14

Sources: Black Knight
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= 24K foreclosure starts nationwide in August 2022, up 187 percent from year ago to highest level since March 2020
= Eighth straight month with triple-digit year-over-year gain (since January)
= Still 9 percent below pre-pandemic level of 26K in January 2020

Foreclosure Starts

mm YoY Percent Change  =—U.S. Foreclosure Starts

35K 300%

250%
30K

200%
25K

150%
20K 100%
11 I I I

L o B
] - . - [ | I == By

10K Rl R [

-50%
5K

-100%
oK -150%

@@@@@@@@@@@,@OPLO%O%O0@0000O@OWQ;D,%\,@%,%\;»\Q\»\/’»\%\I%»”W@@@@@@
K G e \9 e & L K¢ X 9L T F L F W @S Y PR E S S BIN SISO
¥ v K S W@ o v‘?@o YW R TS o P @0 R A A R R OO W Y

Source: ATTOM Data Solutions
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I A Deficit of Distress: 2.5 million fewer foreclosure starts than expected

Potential Foreclosure Start Backlog

FC Start Deficit Expected FC Starts

31K

28K 14k 7K

18K

— Actual Foreclosure Starts

-344K

-385K  -390K

-444K

Q1-19 Q2-19 Q3-19 Q4-19 QI1-20 Q2-20 Q3-20 Q4-20 Q1-21

Sources: ATTOM Data Solutions

-46K
-96K

-212K
-256K

-316K

Q2-21 Q3-21 Q4-21 Q1-22 Q2-22

"AUCTION.COM
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Quarterly foreclosure starts have
historically represented 17.9% of
90-day+ delinquent inventory in
the same quarter

That relationship broke during the
pandemic, with starts
representing less than 2% from
Q2 2020 to Q3 2021

Comparing expected foreclosure
starts (based on that 17.9%) to
actual foreclosure starts yields @
deficit of 2.5 million foreclosure
starts since Q2 2020

Relationship is starting to return
to normal, with starts
representing 12.9% of SDQ
inventory in Q2 2022

Question is how much of 2.5
million deficit will be recouped?

16



I A Deficit of Distress: 589K fewer foreclosure BTA than expected

Potential Foreclosure BTA Backlog

mm ~C BTA Deficit/Surplus ~ —Expected FC BTA Actual FC BTA

13K 11K oK oK 6K
H B =m =

I I -37K
-47K
-61K
-75K

-83K _89K

99Kk 97K

Q1-19 Q2-19 Q3-19 Q4-19 Q1-20 Q2-20 Q3-20 Q4-20 Q1-21 Q2-21 Q3-21 Q4-21 Q1-22

Sources: ATTOM Data Solutions
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Quarterly foreclosure BTA has
historically represented 4.2% of
seriously delinquent inventory in
the same quarter

That relationship broke during the
pandemic, with starts
representing less than 1% of SDQ
fromm Q2 2020 to Q3 2021

Comparing expected foreclosure
BTA (based on that 4.2%) to
actual foreclosure BTA vyields a
deficit of 589K foreclosure BTA
since Q2 2020

Relationship is starting to return
to normal, with BTA representing
1.7% of SDQ inventory in Q2 2022

Question is how much of 589K
deficit will be recouped?

17
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* Extended runway assumes virtually no pandemic backlog, unemployment rate staying below 4%, temporary jump in mortgage rate, and HPA staying

above 5.5 percent
* Soft landing assumes 20% of pandemic backlog returns, unemployment rates gradually rising above 4%, mortgage rates rising to 6%, HPA slowing to 4%
* Mild recession assumes 20% of pandemic backlog returns, GDP negative in 2023, unemployment rates rise as high as 5.4%, mortgage rates rise to 6%,

HPA slightly negative

500,000

450,000

400,000

350,000

300,000

250,000

200,000

150,000

100,000

50,000

0
2019

Sources: Auction.com

——Extended Runway

2020

Foreclosure Forecast

Soft Landing

——Mlild Recession

2021 2022 2023 2024

2025

2026

2027

Foreclosure Forecast

m Extended Runway Soft Landing ® Mild Recession

2,044,371

1,512,267

1,111,857

Extended Runway Soft Landing Mild Recession

18
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1. Shift in disposition mix back toward pre-pandemic mix
2. HPA shifting from tailwind to headwind
3. Shift in buyers toward more established local community developers

4. Continued push to convert distress to affordable housing for owner-
occupants

19
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1. Shift in disposition mix back toward pre-pandemic mix

2019 Distressed Disposition Mix 2021 Distressed Disposition Mix

Foreclosure
Sale
27%

Traditional
REO Sale
37%

Traditional

REO Sale

49% Foreclosure

Sale
52%

REO Auction
Sale

24% REO Auction

Sale
1%

20

Sources: Auction.com
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2. HPA shifting from tailwind to headwind

= Earlier disposition loss severity gap widens in this environment

Earlier Disposition Advantage Increases with Slower HPA
mm Annual Home Price Appreciation ~ ==REO Loss Rate for HUD  =—=REO Alternatives (CWCOT Auctions) Loss Rate for HUD

70 25%
22%
60 \
<---"'~n.___;
20%
18% 18%
50 5
16% 150, 16% 5
B 5% =
< 40 o)
9 13% \ é
& _— <
2 £
33 10% 2
0 8% e
7% 79% 8% © §E

@)

20 6%
6%
5% 5% 5% o
© 11(343 11(343 11(343 ES /é) 5%
1 I I I I 1 I I
I 0%

0
Q12017 Q22017 Q32017 Q42017 Q12018 Q22018 Q32018 Q42018 Q12019 Q22019 Q32019 Q42019 Q12020 Q22020 Q32020 Q42020 Q12021 Q22021 Q32021 Q42021 Q12022

2]

Sources: HUD, ATTOM Data Solutions
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3. Shift in buyers toward more established local community developers

Auction.com buyer Tony Tritt purchased this Carrollton, Georgia, occupied "We're uncovering the problems that
home at foreclosure auction in January for $258,000. The property burned nobody sees, and it's rewarding for us
to the ground before he took possession of it, and the structure has since to do that.”

been bulldozed. He said this has happened about three times during the 25
yvears he has been buying and rehabbing distressed homes in the Atlanta
area. He plans to rebuild, but still expects to lose money on the deal.

Sources: Auction.com

22



llll
) ) .. A AUCTION.COM
I |mp|ICCItIOﬂS ]COI’ DGfOUlt Serwcmg MARKET RESEARCH & ANALYSIS I

© 2020 Auction.com, LLC. Confidential & Proprietary|

4. Continued push to convert distress to affordable housing for owner-occupants

= Limited buyer base approach: Case study of SB-1079 in CA
= Out of 94 with a successful outbid since January 2021 (when law took effect)
= 25 have been resold/flipped (27%) compares to 28% for all FCL Sales in CA since then
= 23 are owner-occupied (24%). Compares to 29% for all FCL sales
= 10 of the 25 resales are owner-occupied (40%). Compares to 53% for entire population

= Possible abuses emerging: How Nonprofits Use o [Legal Loophole to Flip California Homes — for a Profit (KQED)

= Expanded buyer base approach: Electronic Foreclosures paper by Francesco Mazzola

= Electronic Foreclosure increase foreclosure auction success by 27%

= Electronic Foreclosure decreases foreclosure discounts by 42%

= Electronic Foreclosure shifts buyer composition toward “local non-professionals”
= Benefits lenders with quicker and less costly foreclosure sales

= Assists borrowers through smaller deficiency judgments

= Results in fewer vacant bank-owned properties

23

Sources: Auction.com, SSRN


https://www.kqed.org/news/11923467/how-nonprofits-use-a-legal-loophole-to-flip-california-homes-for-a-profit
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=4137726
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