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The Marketplace: 
Opportunities & Challenges
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The Macro Perspective

Economic issues

Higher interest rates & inverted yield curve

Cooling of housing market

Unemployment remains in check

Use of non-traditional mortgage products
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Mortgage Market Growth is Strong and Stable
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Year Ended

(dollars in trillions)

Mortgage Debt Outstanding (1)

9% 15-Yr CAGR

(1) Source: Federal Reserve
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Mortgage Market Growth is Strong and Stable
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(dollars in trillions)

Industry Purchase Origination Volume (1)

9% 15-Yr CAGR

(1) Source: Mortgage Bankers Association
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Refinance Market Drivers

Home equity

ARM resets

Interest rates
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Home Equity Accounts For More Than Half Of Total U.S. Housing Stock
Ample Cash-Out Refinance & Reverse Mortgage Volume Potential
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Single Family Mortgage Debt Home Equity

Total U.S. Housing Stock Value
Home Equity Growth

7% 15-Yr CAGR

Source: Federal Reserve
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Increased ARM Volume Suggests Higher Baseline Refi Levels In The Future
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Mortgage Debt Outstanding Drives Origination Volume
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Mortgage Origination Ratio

Calculated as mortgage origination volume as reported by the MBA for the then current year divided by mortgage debt outstanding as reported by 
the  Federal Reserve for the prior year end; 2006 estimate is based on MBA production estimate for 2006
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Outlook For The Housing Market & Mortgage Market Cycle Through 2010

Implications of MOR in coming years
2007

Assumes an average year (average MOR = 25%)
- Historical average of 35% between 1990 and 2005 (1)

2008 to 2010
40%+ MOR for any year during this period would surpass 2003’s record volume

- This would be a new industry record

2007 2008 - 2010

Mortgage Debt Outstanding
($ in trillions)

$10.1 (2) $11.0 $12.0

Estimated Mortgage 
Origination Ratio ("MOR")

25% 25% 35% 40% 25% 35% 40%

Estimated Origination Volume
($ in trillions)

$2.5 (3) $2.8 $3.9 $4.4 $3.0 $4.2 $4.8

(1) Source:  Represents the average of MOR based on origination volume as reported by the MBA and MDO as reported by the Federal Reserve
(2) Source:  2006 year-end estimate per Fannie Mae
(3) Source:  Internal company estimate 
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Nontraditional Mortgage 
Products
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Mortgage Product Choice – by Income Group

Source: Countrywide data – prime 1st mortgages
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Outlook For Nontraditional Products

A function of economic and market conditions

American Dream continues to burn bright

“Suitability standards” undermine consumer choice

Lenders must play a more substantial role in consumer education
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Education and the 2006-2007 
Market
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Consumer Education Examples – Pay Option

Pay Option Brochure

Servicing Welcome Brochure

Monthly Statements

ACH Payments

Annual Payment Change Notice

Warning Notices
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A Call To Action

Educate and inform consumers

Invest in consumer financial education

Lower the barriers to homeownership
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A Call To Action

Match housing supply with demand

Decrease land use restrictions

Update building codes

Speed up permitting and inspection processes

Urge tax policymakers to focus efforts on benefiting 

broadest group  
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A Call To Action

Lobby government officials to fund the development of 
affordable housing

Continue efforts to enact FHA reforms 

Provide home finance opportunities to all taxpayers
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Disclaimer Slide

This Presentation contains forward-looking statements within the meaning of Section 
21E of the Securities Exchange Act of 1934, as amended, regarding management's 
beliefs, estimates, projections, and assumptions with respect to, among other things, 
the Company’s future operations, business plans and strategies, as well as industry 
and market conditions, all of which are subject to change. Actual results and 
operations for any future period may vary materially from those projected herein and 
from past results discussed herein.  Factors which could cause actual results to differ 
materially from historical results or those anticipated include, but are not limited to: 
competitive and general economic conditions in each of our business segments; 
changes in general business, economic, market and political conditions in the United 
States and abroad from those expected; loss of investment grade rating that may 
result in an increase in the cost of debt or loss of access to corporate debt markets; 
reduction in government support of homeownership; the level and volatility of interest 
rates; changes in interest rate paths; changes in generally accepted accounting 
principles or in the legal, regulatory and legislative environments in the markets in 
which the Company operates; the ability of management to effectively implement the 
Company’s strategies; and other risks noted in documents filed by the Company with 
the Securities and Exchange Commission from time to time.  Words like “believe,”
“expect,” “anticipate,” “promise,” “plan,” and other expressions or words of similar 
meanings, as well as future or conditional verbs such as “will,” “would,” “should,”
“could,” or “may” are generally intended to identify forward-looking statements.  The 
Company undertakes no obligation to publicly update or revise any forward-looking 
statements. 


