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iEMERGENT 2017 FORECAST OVERVIEW
2016 Estimate 2017 Forecast 2017
=elilres Purchase |Refinance| Total Purchase |Refinance| Total Purch{ Refi
($B) ($B) ($B) ($B) ($B) ($B) Ratio
iEmergent $947 $903 $1,850 $1,025 S$532 $1,557| 66%/34%
Fannie Mae $1,013 $890 $1,903 $1,053 $520 $1,573| 67%/33%
MBA $990 $901 $1,891 $1,092 S479 $1,571| 70%/30%
Freddie Mac| $1,060 $o40| $2,000] $1,084 $421| $1,505| 72%/28%

Note: All forecasts are as of December 2016

For the 2017 housing market, the outlook is generally
positive. The long recovery from the elevated delinquency
and foreclosure rates of the Housing Bust is nearly complete,
and home values nationally have returned to their pre-Boom
peak. For the 2017 mortgage industry, a sharply shifting
change is in order as refinance volumes fall significantly and
purchase becomes a much bigger part of the market.

Forecasters, including Fannie Mae, Freddie Mac, iEmergent
and the MBA, anticipate that total mortgage opportunity in
2017 will decrease from 2016, because of a drop in refinance
activity, but the purchase market will again see healthy
growth.

Comparing the outlooks from these forecasts, we note that
they are about as closely aligned as they have been for years.
This is largely due to the fact the disruptive forces in the
mortgage market for the last decade — elevated delinquency
& foreclosure rates, number of households underwater on

loans, volume of homes at distressed prices — are dissipating.
But there are fundamental differences in forecast method-
ology here. Most mortgage forecasts are generated at the
national level. At iEmergent, we work from the bottom up.
Our methodology for forecasting purchase opportunity
begins at the census tract level with quantifying the
homebuyer pool — or the number of households that are
ready, willing and able to buy a home. The size of that pool is
determined by demographic shifts (i.e. household growth)
and by the relationship between the financial health of US
households (demand) and housing-market issues (supply).

In addition, driving both the demand and supply-sides of the
equation are macroeconomic trends, regulatory and
legislative actions in lending, and — as always — the individual
behaviors of households across the nation.

This market-based approach gives our clients the critical
information necessary to make successful tactical and
strategic decisions in managing their businesses.



iEMERGENT PURCHASE DEMAND: 2017 HOMEBUYER POOL l .

Homeowner HH Houses can’t buy themselves. Low interest rates can’t shop for homes to buy.

Non- . . , . . ,
Some e b w;;z::r;g;fe Available credit won’t spontaneously buy homes. Low housing prices don’t buy
- b o

45.2M,37% homes. Households buy homes. Demand for mortgages will always be

impacted by the size and constitution of the homebuyer pool.
Homeowner HH w/
Mortgage

1
1

We define the “homebuyer” pool as the

\ S number of households who are ready, willing Why are 35.6 M
and able to finance a home. Although the households out of the
Census estimates that total households in the h b I?
US to be nearly 122 million, the portion of omebuyer pooi:
those households who are likely to get a
Homeowner HH w/ Mortgage 47.3M, 39% mortgage in 2017 is constrained by limiting
Homeowner HH w/o Mortgage 29.4M, 24% events from 2012-2016. For the last few
Non-Homeowner HH 45.2M, 37% years, the primary reason the iEmergent
Total 2017 Households 121.9M, 100% purchase forecast has been smaller than
-Minus- other industry forecasts —and more accurate
HH out of Homebuver Pool (35.6 M), 29% —is that we account for those limiting
Total 2017 Homebuyer Pool 86.3 M, 61% .
constraints.
__________________________________________ —

Non- 2017 HH out of e
Homeowner HH Mortgage Pool S/
37.2M, 31% 35.6M, 29% /

Homeowner HH s
w/ Mortgage Homeowner HH

" 20.0M, 16% w/o Mortgage
29.1M, 24%
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iEMERGENT CHANGING PURCHASE DEMAND 2015-2017 l .

Below the surface of the national mortgage market are 3,142 counties whose behavior is unique — even between counties who are
similar in household counts, and total mortgage opportunity. Of the 100 largest counties, we are forecasting that 8 of the 10 fastest
growing counties are in FL and CA, all with a growth rate over 36.4% from 2015-2017. Interestingly, however, there is much disparity
between growth speeds within one metro market. For example, in the Atlanta market, there are multiple counties that hit double-
digit growth, while others stayed nearly flat. Such a wide range of growth patterns demonstrates why it is important to consider
individual market behavior when quantifying market recovery.

2015-2017 Change in Purchase Mortgage Originations ($) by County

2015-2017 Growth in Purchase $

I Hioh Loss (More than -75%) (19)
I sionificant Loss (-74.9% - -40.0%) (146)

&
nf",'i

[ woderate Loss (-39.9% - -15.0%) (555)
By

[ minimal Loss (-14.9% - -1.1%) (548)
7] miat (1% to 1%) (141)

[ ] minimal G rowtn (1.1% - 5.0%) (231)
[ ] moderate G rowth (5.1% - 10.0%) (323)
[ | middie Growth (10.1% - 25.0%) (787)

IEMERGENT

, e

[ significant G rowtn (25.1% - 34.5%) (216)
[ High G rowth (34.6% - 50.0%) (102)
I very Hioh G rowth (50.1% - 462.3%) (42)
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iEMERGENT 2017 TOTAL MORTGAGE LENDING OPPORTUNITY BY STATE
2017 2017 2017 Total Loans: | 2017 Total Loans: 2017 Total 2017 Total
State Purchase Loans Purchase Dollars Low Est. High Est. Dollars: Low Est. | Dollars: High Est.
(#) ($B) (#) (#) ($) (%)
AK 8,600 52.7 11,300 12,500 53.4 53.6
AL 53,500 $10.1 73,000 77,200 513.3 S14.
AR 32,700 55.5 44100 46,500 57.2 $7.5
AZ 129,200 528.6 172,000 181,500 537.7 539.7
CA 496,100 5199.6 673,600 712,300 $260.1 5273.7
co 121,100 $32.6 164,400 174,100 542.6 544.9
cT 44,400 $13.8 62,200 66,100 518.4 $19.5
DC 9,400 S5. 12,900 13,700 56.5 56.8
DE 14,200 53.7 19,200 21,100 S5. $5.3
FL 342,300 $77.6 459,200 485,000 $101.7 $107.1
GA 143,000 $28.7 195,100 206,600 538.3 540.4
Hi 15,200 57.7 21,300 22,600 510.2 5$10.7
1A 38,000 55.8 51,800 54,800 57.8 58.2
ID 28,200 55.5 38,500 40,800 57.3 57.7
IL 169,800 $36.6 238,600 253,800 550.8 554,
1IN 87,100 $13.5 119,400 126,400 517.9 518.9
KS 35,900 56.6 48,700 51,500 58.5 59,
KY 46,700 57.9 64,300 68,100 510.5 S11.1
LA 46,500 59.8 62,900 66,300 512.5 $13.1
MA 85,800 $27.9 119,900 127,400 537.3 $39.4
MD 89,000 $30.4 125,500 133,600 540.5 S$42.8
ME 14,000 53. 19,800 21,000 54, 54.3
Mi 125,100 $17.7 171,500 181,600 524.4 525.9
MN 88,200 518. 121,800 129,200 524.4 525.8
MO 80,200 $13.6 110,800 117,500 518.5 519.6
MSs 25,200 54.3 34,400 36,400 55.6 $5.9




iIEMERGENT

2017 TOTAL MORTGAGE LENDING OPPORTUNITY BY STATE

2017 2017 2017 Total Loans: | 2017 Total Loans: 2017 Total 2017 Total
State Purchase Loans Purchase Dollars Low Est. High Est. Dollars: Low Est. | Dollars: High Est.
(#) ($B) (#) (#) ($) ($)

MT 11,900 52.9 16,400 17,400 53.8 54,
NC 138,300 530.5 189,800 201,000 $40.1 5$42.2
ND 3,400 51.7 11,100 11,700 52.1 52.2
NE 22,400 S3.7 30,600 32,400 54.8 $5.1
NH 17,800 54.2 25,000 26,600 55.7 $6.1
MNJ 102,100 531.8 144,500 153,700 $43.3 545.9
NM 23,100 S5. 31,900 33,800 56.7 7.1
NV 56,500 511.2 72,800 76,400 $14.8 515.6
NY 148,800 552.4 198,300 208,600 SB5.7 S68.7
OH 146,400 522.8 201,000 212,900 $30.6 532.3
OK 45,700 S8. 60,400 63,500 510. $10.5
OR 62,000 516.8 86,700 82,200 $22.2 S$23.5
PA 135,100 527.2 187,600 198,900 $35.9 537.8
RI 12,600 S3. 17,800 18,900 S$4.1 54.4
5C 68,600 S15. 92,900 88,200 $19.7 520.8
SD 10,600 S2. 14,500 15,300 52.6 52.8
TN 36,400 517.3 116,800 123,500 $22.4 S$23.5
TX 381,200 584.8 490,300 514,100 $103.7 5107.9
uT 52,100 512.7 71,500 75,800 516.7 517.6
VA 134,900 545, 186,900 198,400 559, $62.2
VT 6,300 $1.5 8,900 9,500 $2. $2.1
WA 118,400 536.8 165,700 176,300 S48.8 5$51.4
wi 74,500 513.3 105,800 112,700 $18.3 519.4
wv 14,700 52.6 20,000 21,200 53.3 $3.5
Wy 7,700 51.9 10,400 11,000 52.5 $2.6
TOTAL 4,255,900 $1,070.03 5,794,900 6,131,600 $1,403.18 $1,477.97




iEMERGENT 2016-2017 GROWTH IN PURCHASE OPPORTUNITY BY STATE

The two graphs below illustrate how the purchase market will grow from 2016-2017 across the U.S. Only in ND is the loan and dollar
opportunity projected to fall, which is a testament to the increasing strength of the purchase market. The states projected to grow the most in
purchase dollars are VA, CA and MD, while CA, NM and CT and VA (tied) have the strongest growth in purchase loans.

2016-2017 Growth in Purchase Loans and Dollars: States (MT-WY)
2016-2017 Growth in Purchase Loans and Dollars: States (AK-MS)
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iEMERGENT ABOUT IEMERGENT l .

OUR COMPANY

iEmergent is a forecasting and advisory firm for the lending industry. Since 2000, we have been focused on delivering a forward-looking
approach to helping organizations navigate the industry’s changing landscape. After nearly 20 years as an executive at two national
lenders, our founder leveraged his background in mathematics and predictive modeling to develop a groundbreaking method for
forecasting mortgage opportunity. In addition to our forecasts, we provide strategic advisory services to lenders of all sizes and types, as
well as mortgage insurance, title, and investment companies. Viewed as industry leaders, we have been featured in Mortgage Banking
magazine, HousingWire, National Mortgage News, Origination News, Inman News, and the Credit Union Journal.
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iEmergent provides accurate, forward-looking data that A : ~ g, Mz;':; Geography
quantifies what’s next in mortgage markets across the nation. " I « MSA
As housing and lending sputter and stutter toward recovery, s * County

our forecasts drill down into states, metro areas, counties, and s | phidsoum * Census Tract

neighborhoods to quantify where and how mortgage Oxtamona
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opportunity will grow, slow, or stay the same. AmEansas
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i Market Segments

* Occupancy Types

e Custom Loan Sizes

¢ Conventional Loan Type
* FHA,VA, FSA Loan Types
¢ Jumbo, Conforming

* Borrower Income Levels
* Borrower Race/Ethnicity
e First Time Homebuyer

* CRA Eligible

* New Construction Sales
¢ Custom Loan Sizes

* Refinance Ranges

Most clients access our data through Mortgage MarketSmart, a
web application with dynamic maps. This powerful
visualization tool brings HMDA and detailed forecast data to
life, helping organizations easily make decisions about high-
level strategic opportunities and tactical, market-level
challenges:

* Expand and grow responsibly

* Improve sales strategies at all levels

e Optimize resources, brand, and locations

¢ Recruit, hire, train, and retain sales resources

e Minimize distribution risk and meet CRA/Fair Lending
regulations

For more information about Mortgage MarketSmart, our forecasts, or
advisory services, call Fenn Meents at 515-327-0070 (x101).
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