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Attendee Questions e e

If you have a question during the webinar today, you can type your
question using the Questions feature of the GoToWebinar control

panel. In the event we aren’t able to get to all of your questions today, one
of our presenters will be in touch with you in the next few days so that we
can properly address any of your unanswered questions.

Select the ? to type your question
to our presenters
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Polling Question AR e

What do you expect the 30-year mortgage rate to be in 6 months (note:
the Nov. 19 Freddie Mac survey rate was 2.72%)?

a. Above 3%

b. Between 2.75% and 3%
c. Between 2.5% and 2.75%
d. Below 2.5%

There is no correct answer
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ALFN
The Economy and the Fed AR i

Is it still a “V-shaped recovery”?
* The economy is growing but slowing.

« Aresurgence in virus spread and lack of federal income support jeopardize
the recovery while we deploy the vaccine.

The Fed: Out of ammunition?
* Monetary policy is “amped up to 11" already.
» Fed credit-market policies not adding much because markets are OK.

A resurgence in virus spread and failure to provide a federal income-
support package could push us into a double-dip recession in 2021.



2020 Economy Will Be Worst Year Since 1946

Annual Change in Real Gross Domestic Product, 1902-2019
Percent change Percent
from year ago
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Sources: BEA, HISTSTAT/Haver



The Good News: Unemployment is Dropping Fast

Unemployment Rate

Percent
Percent
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Source: Bureau of Labor Statistics/Haver Analytics




Return to Pre-COVID Unemployment in early 20217

Unemployment Rate
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The Bad News: What Looked Like A V-Shaped Recovery...

Quarterly Nonfarm Payroll Employment
Index levels

equal 100 in Average level in 2019 equals 100
2019
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Source: Bureau of Labor Statistics/Haver Analytics




... Actually Slowed During Summer and Fall

Monthly Nonfarm Payroll Employment

Index levels

equal 100 in Average level in 2019 equals 100
2019
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Source: Bureau of Labor Statistics/Haver Analytics




A Double-Dip Recession is Possible before Everyone is Vaccinated

Monthly Nonfarm Payroll Employment

Index levels

equal 100 in Average level in 2019 equals 100
2019
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Source: Bureau of Labor Statistics/Haver Analytics




Consumer Spending Was Boosted by Stimulus

Real Personal Consumption Expenditures
Index levels

equal 100 in Average level in 2019 equals 100
2019
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Consumer Spending Also Looked Like A “V”

Real Personal Consumption Expenditures
Index levels

equal 100 in Average level in 2019 equals 100
2019
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Source: Bureau of Economic Analysis/Haver Analytics




But Federal Income Support Faded Away

Real Personal Consumption Expenditures
Index levels

equal 100 in Average level in 2019 equals 100
2019

1101

Source: Bureau of Economic Analysis/Haver Analytics




Without New Fiscal Package and Control of COVID, Spending May Stall

Real Personal Consumption Expenditures
Index levels
equal 100 in Average level in 2019 equals 100
2019
1104
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What More Can Monetary Policy Do?

Fed-Funds Target Rate
Percent (left scale)

Federal Reserve Securities Holdings
Millions of dollars (right scale) $ milli
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Fed Credit-Market Facilities Are Doing Little; Markets Don’t Need Them

Fed Domestic Emergency Facilities (incl. misc. items)

Trillions of
dollars

1.2

Trillions of dollars

1.0

0.8+

Chart shows Federal Reserve Bank
assets excluding:

* Securities held outright

* Repurchase agreements

* Central-bank liquidity swaps

Source: Federal Reserve Board




COVID Remains Biggest Risk: Deaths Could Exceed 300,000 by Year-End

Deaths from COVID-19 Through Nov. 30, 2020: 268,023

Source: New York Times, https://www.nytimes.com/interactive/2020/us/coronavirus-us-cases.html
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In Sum: The Fed is doing what it can but that isn’t enough AR RS

- What we thought was a “V-shaped recovery” is fading fast.

- Large-scale fiscal stimulus is waning.

- COVID is surging again.

- The Fed has done about everything it can do.

- If we don’t get better control of COVID and there is not a second

federal income-support package, we’re at risk of a double-dip
recession in early 2021.

21



Polling Question

Are you or your clients processing foreclosures on loans that are not
specifically covered by the CARES Act or other moratoria?

a. Yes
b. No
c. Yes, but only vacant/abandoned properties

AAAAAAAAAAAAAA
NNNNNNNNNNNNNNNN
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RealtyTrac

The U.S. Economy and
Commercial Real Estate

November 19, 2020
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RealtyTrac

The Housing Market

AAAAAAAAAAAAAA
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Existing Home Sales Surpass 2019 Sales ALEN
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Existing Home Sales, 2019 and 2020, SAAR (000s)
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http://www.calculatedriskblog.com/
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T ALFN
Despite Historically Low Inventory

Existing Home Year-over-year Inventory

==YoY Change in Inventory (left axis) = Months of Supply (right axis)
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But Demand Remains Strong S
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Purchase Apps 25.7% Higher Than One Year Ago
MBA: Volume Index: Mortgage Loan Applications for Purchase (NSA, Mar-16-90=100)
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Driving Prices to Record Highs

Purchase Only U.S. House Price Index

Recessions

——MNominal Index

——Real Index

advisorperspectives.com
September 2020
As of July 2020

Latest HPI Data

MNominal: 1.0% MoM, 6.4% YoY

r’ 293.0

Real®: 0.3% MoM, 6.1% Yoy

The index isat both its nominal peak

and real peak.

*Real (inflotion-odjusted) series uses the

seasonally adjusted Consumer Price
Index “All items Less Shelter”
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But Low Mortgage Rates Help Offset Costs

Monthly average mortgage rates by year
U.S. average 15-year fixed mortgage rate (%)

Rate (%) _

3.0

280 269 260 252 248 238 235 2.3

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov
month

@lenkiefer Source: Freddie Mac Primary Mortgage Market Survey through November 19, 2020
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New Home Sales Exceptionally Strong SRR
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New Home Sales, 2019 and 2020, SAAR (000s)
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Inventory Struggling to Keep Pace ALEN

FINANCIAL NETWORK
alfn.org

New Home Inventory

B Completed M UnderConstruction M Not Started
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But Housing Starts Offer a Glimmer of Hope /*\LFN
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U.S. Single-family Housing Starts (1000s, SAAR)

Confidence Interval Around Estimates 25th to 75th pctile 5th to 25th (75th to 95th)

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Source: U.S. Census Bureau and Department of Housing and Urban Development
Confidence interval based on normal distribution given relative standard error.
Dotted line at October 2020 estimate




RealtyTrac

The CRE Market
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CRE Sales Have Suffered from COVID-19

. Dollar Comn [ .) by Property Type i
Dollar Volume of Acquisitions e EA e i L
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Prices Have Also Dropped in Most Sectors BREREAL Wi
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Comme

Percent Change in Commerc
Prices (Price Per Square Feet) vs.
January 2020

. [ USTT A —Retail

Feb Mar Apr May Jun Jul
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Delinquencies Up, But May Be Improving /*\LFN
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CMBS Marked as 30 Days + 53% of respondents reported an increase in
R e tenants with missed/late/partial residential

Al ndustrial Lo apartment rent (48% in 2020 Q2)

Multifarnily se—Office = Retail 54% of respondents reported an increase in

missed/late/partial rent payment for office,
retail, industrial space (55% in 2020 Q2)

65% of respondents reported an increase in

tenants who get rent concessions (53% in
2020 Q32

37% of respondents reported an increase in
A A A A -tenancy clauses in retail properties

S B A RS S N co <y prop

SR S of (20% in 2020 Q2)

el

Source: Trepp




Leasing Volume Down, Vacancy Rates Up

b=
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-ancy Rates as of 202

| dustrial

Cushman and Wakefield U.5. Office MarketBeat Reports,
hitt psffwnsna cushmanwakefield comfen/united-
states/insights/us-marketbeats/us-office-marketbeat-reports
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Construction Delayed, But Showing Life A!?FN
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Construction Pro

r-over-Change in the Value
of Construction Spending Put in
, of August 2020
Itifamily
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Source: US Census Bureau
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Distressed Inventory:
Forbearance &
Foreclosures
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<5.5% of Mortgages are in Forbearance S
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% of Servicing Portfolio Volume in Forbearance by Investor Type over Time
(Full Sample)

14.00%

Ginnie  ====Fannie/Freddie - Other (PLS, Portfolio) Total

ource: MBA's W / Forbearance and Call Volume Su as of 11/8/20
)20 Mortgage cers Association (MBA). All Rights Reserved.
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Forbearance Requests Peaked in March SR
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Weekly Borrower Forbearance Requests as % of Servicing Volume (#)

m—Ginnie Fannie/Freddie -Other (PLS, Portfolio) Total

|

3/16-3/22
4/13-4/19
4/20-4/26
5/11-5/17
5/18-5/24
7/12-7/18
8/17-8/23
9/14-9/20
10/5-10/11
0/19-10/25
10/26-11f1
11/2-11/8

i

Source: MBA's Weekly Forbearance and Call Volume Survey, as of 11/8/20
20 Mortgage Bankers Association (MBA). All Rights Reserved.
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76% of Forbearances are Extensions AN RS
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% Loans in Forbearance by Stage

u Initial Forbearance Plan ® Forbearance Extension(s) ® Forbearance Re-Entries
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Source: MEA's Weekly Forbearance and Call Volume Survey, as of 11/8/20
@ 2020 Mortgage Bankers Association (MBA). All Rights Reserved. 20 -
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81% of Exits are Successful Ty
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% of Cumulative Forbearance Exits by Reason

6/1/2020-11/8/2020

Loan Paid Off
7.07%

Modification or
Combo
6.77%

Payment
Deferral/Partial
Claim
23.89%

Repayment Plan
0.95%

Cumulative Forbearance Exits as a % of Average Servicing Portfolio: 4.90%

Source: MBA's Weekly Forbearance and Call Volume Survey, as of 11/8/20
© 2020 Mortgage Bankers Association (MBA). All Rights Reserved.




Rent Payments off by ~2% from 2019 N'FN

alfn.org

Rent Payment Tracker: Weekly Results
**Data collected from between 11.1- 11.5 million apartment units each month
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Forbearance Program Fueled Delinquencies

Mortgage Delinquencies Spiked in Q2 2020

Mortgage Delinquency Rates by Loan Type
Seasonally adjusted, based on loan counts, excludes loans in foreclosure

e

——All Loans ——Conventional Loans ——FHA Loans ——VA Loans

Source: MBA National Delinguency Survey
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Loans in Forbearance = Longer Delinquency SR i

alfn.org

Delinquency Increases Driven by 60 and 90+ Day

Mortgage Delinquency Rates
Seasonally adjusted, excludes loans in foreclosure
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Source: MBA National Delinquency Survey 9 MBa
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Foreclosure Activity at Pre-Recession Low

U.S. Historical Foreclosure Activity and Rates

B U S. Properties with Foreclosure Filings —e—Foreclosure Rate (Pct of Housing Units)

I 0 95 % U 320

¥x ATTOM

DATA SOLUTIONS

1030/ ‘ I

2007 2008 2009 2010 202 2015
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Polling Question

How do you expect your organization’s foreclosure volumes in 2021 to
compare to 20207

No change

1% to 10% increase
11% to 30% increase
31% to 50% increase
Increase more than 50%

Q0 oD

AAAAAAAAAAAAAA
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RealtyTrac

Powared by ATTOM

Thank You!

Rick Sharga
Executive Vice President
rick.sharga@realtytrac.com

949-322-4583
@ricksharga

AMERICAN LEGAL &
FINANCIAL NETWORK

alfn.org
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VP of Market Economics
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Sizing Present & Future Foreclosure Volume

Through the prism of three questions:
» How big is the building foreclosure backlog?
 Where and what type of foreclosure volume is already returning?

» What could the next five years look like?

AAAAAAAAAAAAAA
NNNNNNNNNNNNNNNN
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How Big is the Foreclosure Backlog? S

85,000 non-forbearance delayed foreclosures

—2019 2020

mmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmm

Source: Auction.com 54



How Big is the Foreclosure Backlog?

900,000 non-forbearance delinquencies

BREAKDOWN OF PAST DUE MORTGAGES - SEPT MONTH-END

m Actve Forbearance Active Loss Ma # Removed From Forbearance Never Forbearance

11% (279k) Post-Covid and 44%
(S03k) of Pre-Covid delinquencies
are not in active loss mitigation and
have not entered a forbearance
program in recent months

k. et —§

Post Covid Delinquencies Pre-Cowd Delnquencies

Source: Black Knight *MBA numbers would put this closer to 300K

AMERICAN LEGAL &
FINANCIAL NETWORK

alfn.org

3.7 million loans 30 days
or more past due

2.4 million in active
forbearance (65
percent)

782K never in
forbearance (21
percent)

395K exited in loss mitt
(11 percent)

107K exited no loss
mitt (3 percent)*
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How Big is the Foreclosure Backlog? ERERER i
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1.8 million seriously delinquent in forbearance

90+ DAYS DQ Foreclosure Inventory —30-60 Days Ratio of 90+ to FC Inventory
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How Big is the Foreclosure Backlog? e )

1.1 million total backlog of properties likely to start foreclosure soon
after foreclosure moratoria are lifted

« 85,000+ non-forbearance foreclosures likely to restart foreclosure process
soon after moratoria are lifted

e ~900K of the 1.2 million non-forbearance DQ (those not in loss mitigation)

likely to move into foreclosure process within 120 days after moratoria are
lifted

« Based on to-date forbearance exit outcomes from MBA, 160,000 of 1.8
million SDQ in forbearance (9%) likely to exit still in default with no loss
mitigation by Q2 2021
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Where Are Foreclosure Volumes Already Returning? HERE i
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The Return of Foreclosure Auctions by State

September 2020 Foreclosure Auctions: Pct of Year-Ago Levels

/

AUCTION.COM

Source: Auction.com
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Where Are Foreclosure Volumes Already Returning? HERE i

alfn.org

Q3 2020 Quarterly Change in Foreclosure Inflow

AUCTION.COM

Source: Auction.com




Where Are Foreclosure Volumes Already Returning?

VA

FHA

GSE

All Loan Types

Private Portfolio

Source: Auction.com

Foreclosure Inflow Trends by Loan TYpe
Q3 2020 QoQ Change in Foreclosure Inflow

-3%

-7%

-9%

30%

84%

AMERICAN LEGAL &
FINANCIAL NETWORK
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Where Are Foreclosure Volumes Already Returning?

c
o

Price Execut

Foreclosure Auction Demand Trends

Price Execution to Est. Market Value Sales Rate
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Source: Auction.com

Sales Rate

Bidders Per Asset Sold

REO Auction Demand Trends

—Bidders per Asset Sold
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Bids per Asset Sold
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What Could the Next Five Years Look Like?

1.5 to 2 million completed foreclosures in next five years

Foreclosure Forecast by Month
Actual Foreclosures Brought to Auction Forecast Foreclosures Brought to Auction
Actual Unemployment Rate e [Forecast Unemployment Rate (CBO)
Actual Seriously Delinquent Rate e Forecast SDQ Rate 2008 to 2012
(Actual)
120,000 16.0
14.0
100,000
12.0
80,000 5
10.0
60,000
2021 to 2025
40,000 2,055,236
(Forecast)
20,000 oo Y
o774 0.0
O O N 0 OO @O0 © . N AN NN < 1D 1D W N 0 60 OO O «f 8 N O < < W
29 2 PRI IFFAEFIRF RGP RFRFPLRIFTIRYPRYPRFYPFFH
§8§32258825888225883288228832883

Source: Source: Auction.com analysis using data from Congressional Budget Office, Black Knight, MBA and ATTOM Data Solutions
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What Could the Next Five Years Look Like? /*\!?FN
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Unemployment Rate by State: Unemployment Rate by State:
Great Recession Peak Compared to 2020 Great Recession Peak Compared to 2020

Select a Year-Month :: Select a Year-Month

Unemployment Rate Unemployment Rate

Source: BLS




What Could the Next Five Years Look Like?

FHA Seriously Delinquency Rate by State

Seriously Delinquent Rate on FHA-Insured Mortgages as of Aug. 31, 2020

Source: HUD Neighborhood Watch

AMERICAN LEGAL &
FINANCIAL NETWORK
alfn.org

Highest SDQ rates in
DC, NJ, PR, HI, NY

Highest volume of
SDQ FHA-insured
loans TX, FL, CA, GA,
NY
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Randy Miller, Esq.

Randy Miller, Esq.
President/CEO
Randall S. Miller & Associates
rmiller@rsmalaw.com

AMERICAN LEGAL &
FINANCIAL NETWORK
alfn.org
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Webinar Wrap-Up R i

Questions
If you have a question regarding today’s presentation, please contact
the ALFN or any of the presenters directly.

ALFN
636.257.4500
info@alfn.org

Webinar Survey
Please complete our short webinar survey that you will be taken to at the
conclusion of today’s presentation. Your feedback is always important to us.

THANK YOU!
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Upcoming ALFN Foreclosure Intersect Webinars

Register at alfn.org/fcintwebinars

Statute of Limitations in a Post-COVID World
Friday, December 4, 2020

12-1:15 Central Time (10-11:15 Pacific, 11-12:15
Mountain, 1-2:15 Eastern)

Legislation & Litigation Hot Topics

Friday, December 11, 2020

12-1:15 Central Time (10-11:15 Pacific, 11-12:15
Mountain, 1-2:15 Eastern)

Law Firm & Service Provider Readiness — Planning
for the Unknown

Thursday, December 17, 2020

12-1:15 Central Time (10-11:15 Pacific, 11-12:15
Mountain, 1-2:15 Eastern)

AMERICAN LEGAL &
FINANCIAL NETWORK

alfn.org

Impact of COVID-19 on Foreclosure Filings and
Detailed Information on State Holds for Select
States

Wednesday, December 9, 2020

12-1:15 Central Time (10-11:15 Pacific, 11-12:15
Mountain, 1-2:15 Eastern)

COVID-19 Restrictions and Borrower Defenses
Tuesday, December 15, 2020

12-1:15 Central Time (10-11:15 Pacific, 11-12:15
Mountain, 1-2:15 Eastern)

Post-Foreclosure Issues

Monday, December 21, 2020

12-1:15 Central Time (10-11:15 Pacific, 11-12:15
Mountain, 1-2:15 Eastern)

View Past ALFN Webinars On-Demand at: https://www.gotostage.com/channel/alfnwebinars
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Save the Date — Upcoming ALFN Events

AMERICAN LEGAL &
FINANCIAL NETWORK

alfn.org

View Past ALFN Webinars On-Demand at: https://www.gotostage.com/channel/alfnwebinars

Bankruptcy Intersect 2021
March 2021

www.alfn.org

ANSWERS 2021

July 18-21, 2021 — Hyatt Regency Coconut Point
Resort Bonita Springs, FL

www.alfnanswers.org
Registration Opens February 2021

ANSWERS 2022

July 17-20, 2022 — Hyatt Regency Tamaya Resort,
Santa Ana Pueblo, NM

www.alfnanswers.org
Registration Opens February 2022

WILLPOWER 2021
April 29-30, 2021 — The Ritz-Carlton Dallas
Dallas, TX

www.alfn.org
Registration Opens December 2020

Foreclosure Intersect 2021
November 18, 2021 — Marriott Dallas Las Colinas
Irving, TX

www.alfn.org
Registration Opens August 2021

ANSWERS 2023

July 16-19, 2023 — Park Hyatt Beaver Creek
Resort, Beaver Creek, CO

www.alfnanswers.org
Registration Opens February 2023
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: : ALFN
Webinar Materials AENCANtEtL e

alfn.org

ALFN provides the information contained in these webinars as a public service for educational and
general information purposes only, and not provided in the course of an attorney-client
relationship. It is not intended to constitute legal advice or to substitute for obtaining legal advice
from an attorney licensed in the relevant jurisdiction.

Use of ALFN Webinar Materials

The information, documents, graphics and other material made available through this Webinar are
intended for use solely in connection with the American Legal and Financial Networks (hereinafter
‘ALFN”) educational activities. These materials are proprietary to ALFN, and may be protected by
copyright, trademark and other applicable laws. You may download, view, copy and print
documents and graphics incorporated in the documents from this Webinar ("Documents”) subject
to the following: (a) the Documents may be used solely for informational purposes related to the
educational programs offered by the ALFN; and (b) the Documents may not be modified or altered
in any way. Except as expressly provided herein, these materials may not be used for any other
purpose, and specifically you may not use, download, upload, copy, print, display, perform,
reproduce, publish, license, post, transmit or distribute any information from ALFN Webinars in
whole or in part without the prior written permission of ALFN.
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