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What We Are Hearing From Customers

Better
Borrower
Experience

Operational
Efficiency

Optimize Your Origination Process with Day 1 Certainty

Universal goals of our customer:

* Improve their borrowers’ experience
e Increase certainty

» Lower costs and increased operational efficiency
across all channels
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Fannie Mae’s Vision for the Future:

Delivering a digital mortgage process — “70 to 10”
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Delivering a digital mortgage
Fannie Mae’s future vision is focused on automating the origination experience
Improve the borrower experience
Improve efficiency of the origination process
Provide greater certainty for lenders doing business with Fannie Mae
We’re measuring our success through reduced cycle times


DAY'1
CERTAINTY

Creating a superior borrower experience, driving operational
efficiency resulting in reduced origination cycle times and
providing freedom from reps & warrants

— DU® Validation Service Property Inspection Waiver
v Freedom from paper-based processes Freedom from appraisal requirements on
@ m with validation of income, assets, and eligible refi transactions
employment through third-party data vendors * Exceptional point of sale customer experience

* Reduced origination cycle time and cost savings

* Freedom from rep & warrant on property value,
condition, and marketability

* Exceptional point of sale customer experience
* Reduced origination cycle time

* Freedom from rep & warrant on validated
components

Certainty on Appraised Value

Freedom from reps & warrants on appraised
value with the power of Collateral Underwriter®
(CU ™) when the CU risk score is 2.5 or lower

* Appraisal review efficiency
* Freedom from rep & warrant on appraised value
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What does Day 1 Certainty mean?

Creating a superior borrower experience, driving operational efficiency resulting in reduced origination cycle times and providing freedom from reps & warrants

Three parts, each brings value to your origination process


What are lenders saying about Day 1 Certainty?

“We are experiencing an average
turn time gain of seven days when
we have at least one aspect of

[We are] “seeing an increase in
customer satisfaction driven
primarily by ease of use, less

validation, compared to files where
we do not have any Day 1 Certainty
validation.”

paperwork needs, and accelerated
turn times.”

——DAY1——
CERTAINTY

“Efficient utilization

of technology is the highway to
lowering origination costs and
enhancing customer experience.

“This is a win-win, as the
customer’s experience is improved
through reduced documentation

Fannie Mae's Day 1 Certainty is
the vehicle to take [us] down
that highway.”

and accelerated closing dates, while
we receive reps & warrants [relief]
and operational efficiencies.” -
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Here’s what we’re hearing from our customers:

“ease of use,” “accelerated closing dates,” “lowering origination costs”…

*Note: use names of sources at your discretion
Sources:
Blue and purple: Magesh Sarma, Director of Product Development,  AmeriSave Mortgage
Red: Glenn Brunker, President,  BOK Financial Mortgage
Yellow: Al Banks, Sr. Vice President of Business Development, Union Home Mortgage

<insert the customer feedback you’ve heard from your other lenders as well>


DU Validation Service
Industry demand has soared since its October 2016 debut — just seven months ago

Fannie Mae’s Top 100 Lenders by Volume

Activated or in the
process of
activation
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Since the DU validation service was announced in October of 2016, industry adoption has grown dramatically

74 of our top 100 lenders (by volume) are activated or in the process of activation! (Based on 2017 YTD data)

This is the way the industry is headed, and we want you to be right there on the forefront with us.

Since we’ve rolled out, we’ve seen a lot of interest and a lot of lenders are implementing this new tool – we’ve had more than 2,000 activations as of the end of April!

Even lenders who haven’t yet implemented are looking into it, have it on their roadmap.



DU Validation Service — Income Validation

For lenders who are leveraging income validation, origination cycle times are
materially reduced

Potential Cycle Time Reduction with
Income Validation

Average cycle time reduction

with Income Validation: 70 c
urrent
6.5 days
60 ——DAY1——
CERTAINTY
50
Your average could go from » 40
>
54.9 days to 48.4 5
30
20
10
0

These averages reflect October 2016 — April 2017 ULDD data on purchase and refinance loans across all channels.
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Overview of data:
Data in question here relates to a comparison of the application date and the mortgage note date – app to close
Full Validation (there are other opportunities that this isn’t capturing ex. partial validation)
Full validation = all borrowers / income types on the delivered loan are validated
In order to isolate the impact of the specific validation, we are comparing to any loans that don’t have validation (this is why the denominator could be same)


We are seeing an average reduction in cycle time of 7.5 days for loans with income validated through DU

If <Lender> were to leverage income validation, you could potentially see your cycle time reduce:
from 54.9 to 48.4 days

If you get resistance / pushback:
Our 7.5 number comes from comparing loans we purchased with income validation to loans purchased without validation
Data in question here relates to a comparison of the application date and the mortgage note date – app to close
Standardized data Fannie Mae been collecting over long periods of time via Loan Delivery / ULDD file
App to Close data (changes in definition of App date with TRID = more standardized) and indisputable  Mortgage Note date 
Full validation (there are other opportunities that this isn’t capturing ex. partial validation)
Full validation = all borrowers / income types on the delivered loan are validated
In order to isolate the impact of the specific validation, we are comparing to any loans that don’t have validation (this is why the denominator could be same)




DU Validation Service —Employment Validation

For lenders who are leveraging employment validation, origination cycle times are
materially reduced

Potential Cycle Time Reduction with
Employment Validation

Average cycle time reduction

with Employment Validation: 60
Current
11.7 days
50
CERTAINTY
40

Your average could go from

54.9 days to 43.2 S

20

10

0

These averages reflect October 2016 — April 2017 ULDD data on purchase and refinance loans across all channels.
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<Lender> averages:  54.9

We are seeing the average reduction in cycle time of 11.7 days for loans with employment validated through DU

If <Lender> were to leverage employment validation, you can potentially see your cycle time reduce:
from 54.9 days to 43.2




DU Validation Service —Asset Validation

For lenders who are leveraging asset validation, origination cycle times are
materially reduced

Potential Cycle Time Reduction with

, : Asset Validation
Average cycle time reduction

with Asset Validation: 60

7.2 days

Current

CERTAINTY"

Your average could go from

54.9 daysto 47.7 530

These averages reflect October 2016 — April 2017 ULDD data on purchase and refinance loans across all channels.
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<Lender> averages:  54.9

We are seeing the average reduction in cycle time of 7 days for loans with assets validated through DU

If <Lender> were to leverage asset validation, you can potentially see your cycle time reduce:
from 54.9 to 47.7 days




Property Inspection Waiver

Significantly reduced origination cycle times on eligible refinance transactions when
leveraging Property Inspection Waivers (PIW)

Potential Cycle Time Reduction with

Average cycle time reduction PIW
with PIW leveraged: 60
16.2 days
50
CERTAINTY
40

Your average could go from

54.9 days to 38.7 §‘3o

20

10

0

These averages reflect October 2016 — April 2017 ULDD data on purchase and refinance loans across all channels.
PIW offers issued on approximately 20% of eligible refinance transactions.
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<Lender> averages:  54.9

We are seeing the average reduction in cycle time of 16.2 days for loans with exercised property inspection waivers

If <Lender> were to leverage a PIW, you can potentially see your cycle time reduce:
from 54.9 days to 38.7

With PIW, you are also reducing costs to the borrower of an appraisal savings of 300 to 600 dollars. 



Certainty on Appraised Value Powered by Collateral
Underwriter® (CU™)

» Use CU to proactively manage appraisal
guality

o Get R&W relief on appraisals with CU risk

YTD <X%> of
° scores of 2.5 or less

loans are
receiving R&W
relief

Powered by,

“25 ws25 CollateralUnderwriter

This data reflects October 2016 — March 2017 ULDD data on purchase and refinance loans across all channels.
Value R&W is available for approximately 60% of applications.
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<61%> of <Lender> production is receiving freedom from rep and warrant on value due to current CU score distribution.

This compares to our average of 60% across our book.

As we viewed value rep and warrant, we wanted to leverage the modeling done by CU.  Based off of our modeling we were able to extend value relief to large portions of lenders loan production that requires appraisals. 

CU rep and warrant relief is automatically granted at time of delivery if the CU risk score was 2.5 or lower.

Value rep and warrant is available / offered on about 60% of applications (relatively stable over the last couple months)






Digital efficiencies will determine
which lenders surge ahead ...
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Fannie Mae is committed to creating a digital experience that will significantly improve the loan origination process. 
Just like DU when it first came to market, we believe data validation has the potential to revolutionize the market 


.

Welcome to the Future

Step 1: Review materials on the DU
validation service web page

v Register with the DU validation service

® Income
[
Employment ) Stepz:EngagewithaDU validation
o ASSGtS service report vendor
v’ Exercise offers for Property Inspection
Waivers

) Step 3: Complete the Fannie Mae
DU validation service
set-up form

v’ Leverage Collateral Underwriter to
manage appraisal quality

—DKYI—_
CERTAINTY
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CDTs should customize per customer

DU validation service – more than <X> lenders already signed up for at least one trait and seeing the benefit

You’re already eligible for PIW and CU– everyone is
By not leveraging these tools that are already available to you, you’re letting other lenders get ahead and provide better customer experience
Losing your competitive advantage

Evaluate your processes to see if it makes sense to change them based off of the flexibilities provided by Fannie Mae D1C offerings

Process to get started with DVS:
Engage with DU validation service vendors – see list on Fannie Mae site (must be completed before registering with FNMA)
Submit quick and easy DU validation service set-up form online




@ Fannie Mae

General DU Validation Service Process — Retail
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¥
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*' + “Weriicaion Cndier
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‘ within 10 des of [ =z regarding By
the loan cosing == oo
Orger mcomed |
Westficaion
Aprg. 2-5 days
Verification reports are ordered based on verification type Aoeg. 35 daes
and bormower:
= [ncome is validated on a per-bomower and per-income s Found®
tvpe basis
= Employment is validated on a perbormower and per- Ma
employer basis fkﬂ:u al |
= Assets are validated on a loan-level basis
Carcier Tanr
Transcspt
Thils ks a general overview of the D4 v, peocess. For additional Information, piease see tha Saling Guida.

DL valdaion sarvice
Average results will vary, please contact your neport suppliers for mone Information.
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Desktop Underwritere (DU-#) Version 10.1 (announced 05/30/17)

Desktop Underwriter will provide simpler, more certain underwriting guidelines to help lenders serve their borrowers with
fewer manual processes and will bring these policy simplifications:

* Increased maximum DTI — The maximum allowable debt-to-income ratio in DU will be increased to 50%, certain
compensating factors no longer required.

* ARM enhancements — The maximum allowable loan-to-value (LTV) ratios for adjustable rate mortgages will be aligned
with fixed-rate mortgage LTV ratios for all transactions, occupancy and property types, up to a maximum of 95%.

* Simpler self-employed borrower documentation requirements — By updating the criteria that determines the
documentation required to verify a self-employed borrower’s income, the number of DU loan casefiles eligible for the one
year of personal and business tax return documentation requirements will increase.

* Disputed tradelines — DU will assess the risk using any disputed tradelines, and lenders will not be required to investigate
the disputed tradelines if the loan casefile receives an Approve recommendation when using the disputed tradelines.

» User interface updates for HMDA fields - Lenders are required to collect the new and amended borrower demographic
information in the Uniform Residential Loan Application (URLA) on loan applications taken on or after January 1, 2018. The
DO/DU user interface will be updated the weekend of July 29, 2017, to support these data collection requirements.

« Additional changes: Updates to the DU risk assessment, updates to the messages issued by the DU validation service,
updates to align with the Selling Guide, Property Inspection Waiver for Preliminary Findings, and retirement of DU v9.3.
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Changes to the reporting of civil judgments and tax liens on credit

reports
In July 2017, the three nationwide consumer credit report agencies (CRAs) — Equifax, Experian, and TransUnion

— will implement a public record data standard that is designed to improve the accuracy of credit reports. These
changes, under the National Consumer Assistance Plan, are expected to result in the exclusion of most civil
judgments and tax liens on credit reports. The CRAs have reported that there will be minimal impact to credit
scores and no impact to foreclosure and bankruptcy data.

Lenders can have full confidence in the Desktop Underwriter® (DU®) risk assessment and
recommendations. If judgment and lien information is still included in credit reports, DU will continue to
leverage this information as a part of the risk assessment. If this information is unavailable, the impact to the DU
recommendation will be minimal and lenders can be confident in our risk assessment and Approve/Eligible
recommendation. Credit scores are not included in DU'’s risk assessment.

The Loan Quality Center’s (LQC) processes will be updated to reflect changes from the credit
bureaus. The LQC’s post acquisition file review process will consider changes made by the credit bureaus,
including if a lien or judgment is not included in the lender’s origination file. If such cases, we will cite a finding
(and not a significant defect) to ensure the lender is aware of the information.

Our credit report policy remains the same. We are not changing existing policy that requires delinquent
credit, including judgments and liens, to be paid off at or prior to closing. Additionally, we’re not changing our
undisclosed liabilities policy for which the lender is responsible up to and at closing.
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Student Loan Solutions (announced April 25, 2017)

= Student Loan Cash-Out Refinance: Offers homeowners the flexibility to pay off high interest rate

student debt while potentially refinancing to a lower mortgage interest rate.

= Debt Paid by Others: Widens borrower eligibility to qualify for a home loan by excluding from the
borrower’s debt-to-income ratio non-mortgage debt, such as credit cards, auto loans, and student loans,

paid by someone else.

= Student Debt Payment Calculation: Makes it more likely for borrowers with student debt to qualify

for a loan by allowing lenders to accept student loan payment information on credit reports.
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