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:h N2 Micro factors(1/4)
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= MBS pass—-through-> CMO pay—-through—-> CDO,
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=« Mortgage: Prime( A )=> Alt-A = Jumbo,
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:h JH2: Macro Factors(2/4)

= 1998 0|& (0|=29 H=22| H=H
= Easy money2 54 £J| 7
- 200413 FRBO| 4%t JIZE32l QA(1%>2%E Q)

E) = D OI mgpa

= 1—month LIBOR: 2002~2004 1%~1.8% =Al, 2004 =
S0ot0d 2006 0ll 5.3% Al =&

s /OY0H Ol = M8 €4 =4 4Y
= Bretton Woods 2
= Aol JIsSa, ALy 2HE &1

u E_:I’_'U:ICO| —I_I_
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:h JH 2t Institutional factors(3/4)

s Agent Problem
« THOH QIO E2|, ex: mortgage broker
= |B incentive system

s MEEBI AIAEC] AT}
S2IIAN Iy dats, 322 gItla g
. ﬁ% 1)L AL KB A2 =929 A
s 21N 20
= ?1J| Ol (RS &)
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:h 2t Regulational Factors(4/4)

» ISAH A2 EL

s Shadow Banking:
= SIV(Special Investment Vehicle), Hedge Fund

s “Greenspan Put’0il CHet Al& 2| D TH
= Gramlich (2007)2 X &
s Mark—to—Market Hl =7

S A, AFEHS] Db

s 2003 Fannie Mae, Freddie Mac =
Q IBe 2IA| LHAlE &*E A=
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:h —dward Grammlich

= & FRB Governer
s 2007 AHES
s Subprime Mortgage: America s Latest Boom
and Bust (2007)

= Home Mortgage Disclosure Act(1975)

- JIEQ DX HERS YN BA| X &

» 030 X =% UL
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Valuation of Subprime Loans:
ABX(ABS Index)

s WWW.markit.com =20 g2 quotationJ| gt

Credit Coupon Index Estimated Implied
Vintage Rating Rate Price Duration Spread

07-2 AAA 76 98.04 5.19 114
07-2 AA 192 95.36 3.85 313

07-2 A 369 78.05 3.47 1002
07-2 BBB 500 54.43 331 1877
07-2 BEB- 500 47.31 3.30 2097
07-1 AAA 9 95.05 5.07 107
07-1 AA 15 88.36 3.7 330
07-1 A 64 65.5 3.44 1067
07-1 BBB 224 44 .55 3.02 2060
07-1 BBBE- 389 41.79 2.75 2506
06-2 AAA 11 96.45 4.68 87

06-2 AA 17 92.79 3.21 242
06-2 A 44 74.45 3.05 882
06-2 EBB 133 53.57 2.77 1809
06-2 BBB- 242 46.75 2.53 2347
06-1 AAA 18 99.04 4.27 40

06-1 AA 32 97.82 2.89 107
06-1 A 54 85.04 2.74 600
06-1 BBB 154 74.79 2.57 1135
06-1 BEB- 267 66.93 2.42 1634

Source: Coupon and Price: Markit (24 July 2007); duration: UBS: Implied spread 1s author’s caleulation as follows:
implied spread = 100#¥[100-price]/duration + coupon rate.
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:h Valuation ot Subprime Loans

s WWW.markit.com
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spreads

ﬁ ABX: Subprime ABS vs. Corporate

CDS

June 2006 December 2006

AEBX CDS ABX CDS
AAA 18 11 11 9
AA 32 16 17 12
A 54 24 44 20
BEB 154 48 133 43
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s Larry Fink
= 1980Y [} First Boston & Mortgage Trader
» & BlackRockAdtr2=2 3| &

= Freddie Mac 2 CMO&A S e =4
DI X IMHAZE A /X( Tranche 2X)

.|
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P At S 21012 8 OF(AR

= Michael Vranos
» & Kidder Peabody & CMOE &
= & Ellington Management Group CEO
=« David Askin 1t CMO Al& Xl Bk
o [TD=2 2N NS AAHOIE BEHSG
= J LeverageZ Equity Tranche (Toxic Waste) & X}
= 1994 Fed Rate 0.5%EQIE A5 5 CMO Al =1
= =TAl CMO E A =42 2F 5509 E 2

"There is no way to determine [values] that would be simultaneously
fair both to investors redeeming from these funds and to investors
remaining in the funds" , M. Vranos, Sep. 2008

Quantglobal, &2

)

12



:h 2 JIX| MXQ nE

s 19703 0 S&LAGER

s Federal Home Loan Bank Board2 &

s 1987 Black Monday

024 o

—_ O

= Portfolio Insurance ZEZ2 12 0 L& =

= 1998 LTCM AFEH
. 220l Y& DA

= 2007 =1 HAl

» 2007 6 BHIGHAE A 4ol 200 ol KT E = LIFA

= 2007 88 =2 |KB, SachsenlLB2 SIV
= 2007 98l &= Northern Rock 2J] X|
« 0| HIZ2A HEH jssuest
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:h 20009 Ll Perfect Storm

xEl—Ijl.D:l Ol Tl'a:” H =

INES
HA (]

» =228 8o, Sol Ul=

» ThNscl 83

2IIX & Z£Z(2000.1Q:6,332bil. = 2006.4Q:13,510bil US$)
= Yield curve play: 4| AN2XE & HI|Mortgage= & S XHSIV
ABCP ConduitS &)

OE9|. /\I--‘—‘-O| O| J_Lal. D:IO:IE'_ Ijlx /c\>|_&|

s C|A3 22| E9o| AHAS
« &84 Mortgage Credit Score2& > Prime Mortgage &
= 20004 CH O|& S& & Subprime 9 H=g| K| o2
= Subprime CDO=

XM X}

o O

= CC

s ° ;X‘”E —F_L%

22 CDOSl Diversification 21t £2/0|
s A8 & (Information Asymmetry)

=« Due Dilligence HH|
« MEAF O E
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:h NP O| H| A A

= Mortgagor(& X+ AtH) vs. Originator(At
Al EH © } [=IPNE=: oH'=)

« 17T — o =

= Originator vs. Arranger(=&18)

= |[nvestor vs. Credit Rating Agency(2&!
H AF)
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Goldman Sachs CDO Deal (GSAMP 2006-S3):
An “Eye-Opening” Case of Rating Mrgratlons

CDO Tranches of GSAMP Trust 2006 S3 lssued by Goldman Sachs

S&P Credi 0 Tranche
AAS i EE-..,, e | 2008 2007 AAA  ® Inveslment Grades
Ab+ %% ’ A+
A . M%:ﬁ""qx AA The top three
ool > Mh““"-“:% AA- tanches
At U H““%H . At are clinging to

TN RS TN investmenl-prade
A ""'-...\ "'-..,q_‘""-.. H%ﬁ A ratings, but just
A- “J ~J RN A= barely. They're
BSB+ -\\_\-\ *x::h\ 1= %h‘*i B33+ gown eighl notches.
BEB ’ '
BB+ |BB+ N
BB &;\\\\“\\ ™ \\\"\ B8 L 9
BB- NN H“x.,“ \\“\,\ - BB~ O Junk Bond Ralings
g+ \th\:\:b\\ \\\\\\:T g+ The two lranches
| NN TN TR e
coCe NN TN N N[9S been wiped

pei

cee “‘\\ Y \ \\\ 'C cCC out. So have lour
ccC- - SIS NN cce- that wera ance high
CC \Q%Q\\\\ gc rated.
c SN
D~ D
e v s s i e ot B ?\}} ;‘\ﬁ ‘\%\ s T
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2IAI 8 902 Olaf HHl=

Loans 90 days or more dehnquent or in foreclosura {percent of number)

25 - - T
e T A R : thprirh 24.11%
- —R'e:beséipn, e 5T ' ‘ARM. [
20 - o
15 - i
_ Subprime
10 - (oA N FRM
i il _ , 8.73%
x I._:_:, .I J 5 ‘ N
/ “'/ s FHA & VA m, sy 5.43%
ol Faivi g 4.90%
= i &
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ﬁ 0= @Kl AR =4zt

U.S. Debt Qutstanding, By Instrument (2000Q1-2006Q4; Billions)
2000Q1 2006Q4

_______ i e R B
Consumer . 1,554 2,418 7.7%
Municipal 1,4_62 2,403 8.6%
Treasury 3,626 4,862 5.0%
Corporate, non-financial 4.310 5,976 5.2%
Data source: Fed Flow of Funds

* Inclduing residential and commercial mortgages

** Compunded Annual Growth Rate

CAGR™

Quantglobal, &2 19



NEZete g

Source: Inside Mortgage Finance

(2007).

Sub-prime Alt-A Jumbo Agency
Year |Origination|lssuance| Ratio | Origination |lssuance| Ratio |Origination|lssuance| Ratio |Origination| Issuance | Ratio
2001 |5 19000 5 6710 4e% |5 6000 & 1140 19% |§ 43000 §14220 33% |§ 143300 5108760 76%
2002 |5 23100 §122700 53% |5  68.00 % 5350| 79% [§ 57600 §17150 | 30% |§ 1,898.00|%5144260 | T76%
2003 335.00 $195.000) 58% |§ 85005 7410 7% 3% 79%
2004 5 54000 § 36263 9 20000 $15860) 79% (5 51500 §23340 45% | § 134500 §1018.60 76%
2005 Ji5 62500 §465.00 9 30000 §332301 67% [§ 57000(528070| 49% |35 1,180.00 ' § 964.80 | 62%
2006 & 600.00 §44d60 (5 40000 536570 ) 91% |5 480.00 §219.00 46% |3§ 104000 § 90460 67%

Naotes: Jumbo onigmation includes non-agency prime. Agency origmation mcludes conventional/conforming and FHA/VA loans. Agency

tssuance GNMA, FHLMC, and FNMA. Figures are 1n billions of USD.
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Top Subprime Originators

2006 2005

Rank | Lender Volume (Sh) Share (%) | Volume (Sb) | %Change
1 HSBC $52.8 8.8% $58.6 -9.9%
2 New Century Financial $51.6 8.6% $52.7 -2.1%
3 Countrywide $40.6 6.8% $44.6 -9.1%
4 CitiGroup $38.0 6.3% $20.5 85.5%
5 WMC Mortgage $33.2 5.5% $31.8 4.3%
6 Fremont $32.3 5.4% $36.2 -10.9%
7 Ameriquest Mortgage $29.5 4.9% $75.6 -61.0%
8 Option One $28.8 4.8% $40.3 -28.6%
9 Wells Fargo $27.9 4.6% $30.3 -8.1%
10 First Franklin $27.7 4.6% $29.3 -5.7%

Top 25 $543.2 90.5% $604.9 -10.2%

Total $600.0 100.0% $664.0 -9.8%

Source: Inside Mortgage Finance (2007)

Quantglobal
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Top Subprime Issuers

2006 2005

Rank | Lender Volume ($b) Share (%) | Volume ($h) % Change
1 Countrywide $38.5 8.6% $38.1 1.1%
2 New Century $33.9 7.6% $32.4 4.8%
3 Option One $31.3 7.0% $27.2 15.1%
4 Fremont $29.8 6.6% $19.4 53.9%
5 Washington Mutual $28.8 6.4% $18.5 65.1%
6 First Franklin $28.3 6.3% $19.4 45.7%
7 Residential Funding Corp $25.9 5.8% $28.7 -9.5%
8 Lehman Brothers $24.4 5.4% $35.3 -30.7%
9 WMC Mortgage $21.6 4.8% $19.6 10.5%
10 Ameriquest $21.4 4.8% $54.2 -60.5%

Top 25 $427.6 95.3% $417.6 2.4%

Total $448.6 100.0% $508.0 -11.7%

Source: Inside Mortgage Finance (2007)
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Ohio Police&Fire Pension Fund Portfolio

2006 2005
(S m) % (S m) %
Commercial Paper 394.6 5.03% | 425.1 3.97
US Government Bonds 596.2 5.04 574.3 5.36

Corporate Bonds and Obligations

| Mortgage & Asset Backed Obligations

783.7

6.62

709.5 6.62

Municipal Bonds 0.00 3.8 0.04
Domestic Stocks 22094 | 18.67 1967.7 | 18.36
Domestic Pooled Stocks 31819 | 26.89 | 29573 | 27.59
International Securities 26429 | 2234 | 23282 | 21.72
Real Estate 658, 5.56 606.6 5.66
Commercial Mortgage Funds 73.3 0.62 80.4 0.75
Private Equity 291.9 2.47 230.2 2.15
Grand Total 11832.3 | 100.0 | 10717.9 | 100.0

Source: 2006 Comprehensive Annual Financial Report, Ohio Police & Fire Pension Fund

Quantglobal,
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Ohio Pension Fund

s Fixed Income Portfolio

Rating of at least A- BBB- B- C- Full Faith Unrated Total
& Credit
Curpmate Bond $1?9 9 $T3 9 $—158 2 $69 5 $2 1 $ 83 7
C ERERE R R
ABS $245.0 $489.6 $7 34 6
“Agency ABS | $37.7 $37.7
[$3.8] [$3.8
Munis - --
[$36.4] [$36.4]
Treasury Strips $62.3 $62.3
[$29.4] [$29.4]
Treasury Notes $496.1 $496.1
[$508.5] [$508.5]
Total $958.1 $73.9 $458.2 $69.5 $617.4 $2.1 $2179.3
[$472.8] | [$67.1] | [$416.2] | [$35.8] | [$1027.5] [$2.9] | [$2022.3]

Source: 2006 Comprehensive Annual Financial Report, Ohio Police & Fire Pension Fund

Quantglobal, &2



ﬁ Atddl: GSAMP TRUST 2006—-NC2

20064 2/4=0| &b

881million USD, 3949JH LoanJ|== At&t
New Century Fincial: 20073 4&2& 1
F=% Tranche: AE8E I AL 252 220t
28 > AMEN RIE s

o)
Vp)
~
S
Q
N
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Atddl: GSAMP TRUST 2006—-NC2

n 2 HIMAS

New Century Financial Moody’s, S&P
Originator Credit Rating Agencies
Initial Servicer
Ocwen
i Servicer

Goldman Sachs

Arranger Wells Fargo

Swap Counterparty Master Servicer

i Securities Administrator

GSAMP Trust 2006-NC2
Bankruptey-remote trust
[ssuing entity

Deutche Bank
Trustee

Source: Prospectus filed with the SEC of GSAMP 2006-NC2
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(B 2l: 2001 Interagency Expanded Guidance for Subprime Lending
Program)
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Atddl: GSAMP TRUST 2006—-NC2

s 2| X RFAEFAE(3,9490H Loan)

= 98.7% J}t First-Lien(1=4%)

s 43.3% JF FTEHAUZXN LHHA= O
&t (refi) =&

= 90.7% Jt =&, LtHXl= E &/

=g

» =EHAM A= ZElZELIOH38%, ==
cICh 10.5%
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Atddl: GSAMP TRUST 2006—-NC2

s FICO Scorez
= T2 626
60.00%

50.00%

40.00%
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6000] s}t 600~660 6600] &t
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Atddl: GSAMP TRUST 2006—-NC2

s LTV B 80.34%

70.00%

60.00%

50.00%

40.00%

30.00%

20.00%

10.00%

0.00%

80%0|5t 80%~90% 90%0| &

s DTIE S 41.78%
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AMEL|l 2I1X AtHbte] S

& Hot

-

No
Prepavment
CLTV | Full Doc Purchase Investor Penalty FICO | Silent 2" lien
A, Alt-A Loans
1999 T7.5 38.4 51.8 18.6 79.4 696 0.1
2000 80.2 35.4 68.0 13.8 79.0 697 0.2
2001 T7.9 34.8 50.4 8.2 78.8 703 1.4
2002 76.5 36.0 47.4 12.5 70.1 708 2.4
2003 74.9 33.0 394 18.5 71.2 711 12.4
2004 79.5 32.4 53.9 17.0 64.8 708 28.6
2005 79.0 274 494 14.8 56.9 713 324
2006 80.6 16.4 45.7 12.9 47.9 708 38.9
B. Subprime Loans
1999 78.8 68.7 30.1 5.3 28.7 605 0.5
2000 TS5 154 36.2 5.5 254 596 1.3
2001 80.3 715 31.3 5.3 21.0 605 2.
2002 80.7 65.9 299 5.4 20.3 614 2.
2003 82.4 63y 30.2 5.6 23.2 624 7.3
2004 83.9 62.2 35.7 5.6 24.6 624 15.8
2005 £5.3 58.3 40.5 5.5 26.5 627 24.6
2006 £3.5 57.7 42.1 5.6 28.9 623 27.5
All entries are in percentage points except FICO.
Source: LoanPerformance (2007)
Quantglobal, &3 2
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Atddl: GSAMP TRUST 2006—-NC2

 2I|A 7S ARMO| LHE =

317 ARM

& =~ % %

Loan Type Gross Rate [Notional (3m) | % Total
FIXED 8.18 9 7912 | 8098%

{0-vear Balloon | 7.58 g 2480 281°
M2eARM 4 |$ - 5.
3
EEE

%
i gk;--u H 1l Lo

Total 3.20 %
Note: LIBOR 15 5.31% at the time of 1ssue.
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Atddl: GSAMP TRUST 2006—-NC2

s Foreclosure, Bankruptcy, Loss Z=0|

Date 30day | 60day | 90day |Foreclosure |Bankruptcy| REO CPR  |Principal
Aug-07 6.32% 3.39% 1.70% 3.66% 2035% | 72.48%
Jul-07 5.77% 3.47% 1.31% 3.15% 20.77% | 73.90%
Jun-07 H61% 3.09% 1.43% 2.63% 2526% | 75.38%
May-07 4.91% 3.34% 1.368% 1.83% 19.18%  77.26%
Apr-07 4.68% 3.38% 1.16% 0.72% 15.71%  78.68%
Mar-07 4.74% 2.17% 1.12% 0.21% 19.03%  79.84%
Feb-07 4.79% 2.59% 0.96% 0.03% 23.08% | 81.29%
Jan-07 4.58% 2.85% 0.68% 0.00% 2854% | B83.12%

Source: ABSNet

Quantglobal
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Atddl: GSAMP TRUST 2006—-NC2

= Capital Structure

Tranche description Credit Ratings Coupon Rate
Class Notional | Width | Subordination | S&P Moody’s @ | @
A1 $239.618.000 27.18% 72.82% AAM Aaa 0.15% 0.30%
A2A $214.090.000 24.29% 48.53% AAM Aaa 0.07% 0.14%
A2B $102.864.000 11.67% 36.86% AAN Aaa 0.09% 0.18%
A 2C $99.900.000 11.33% 25.53% AAAM Aaa 0.15% 0.30%
A 2D $42.998.000 4.88% 20.65% AAM Aaa 0.24% 0.48%
M-1 $35.700,000 4.05% 16.60% AA+ Aal 0.30% 0.45%
M2 $28.649.000 3.25% 13.35% AA Aa2 0.31% 0.47%
M3 $16.748.000 1.90% 11.45% AA- Aa3 0.32% 0.48%
M 4 $14.986.000 1.70% 9.75% A+ Al 0.35% 0.53%
M-5 $14.545.000 1.65% 8.10% A 2 0.37% 0.56%
M-6 $13.663.000 1.55% 6.55% A- A3 0.46% 0.69%
M7 $12.341.000 1.40% 5.15% BBB-+ Baal 0.90% 1.35%
M-S $11.019.000 1.25% 3.90% BBB Baa2 1.00% 1.50%
M9 $7.052.000 0.80% 3.10% BBB- Baa3 2.05% 3.08%
B 1 $6.170.000 0.70% 2.40% BB+ Bal 2.50% 3.75%
B2 $8.815.000 1.00% 1.40% BB Ba2 2.50% 3.75%
X $12.340.995 1.40% 0.00% NR NR N/A N/A

Source: Prospectus filed with the SEC of GSANMP 2006-NC2

s Excess Spread(JI=ZE )

2IXNA UHL= OlA =5 8.3%
S ALAHO CHet OI A KNls 5.5%, Mt === 0.64%, =14

SE 2.11%

Quantglobal, &2

34



Subprime € Al23J} 0|&

— — .

“Subjective Opinion”, S&P

“Objective. Not tied to any recommendation to buy and
sell”, Moody’s

. TREEQ MBEY
|

s Corporate Rating vs. Structured Finance Rating
= SAMKH “AAA” S22 2XSIIHA2 “AAA” S20| A 22
o|0|ID+?
» MEEIIGAI= “NEE" 2= 200 =&
He

» 2EE2 M0|&# & (Transition Matrix) 2 Al

= BBB2 3¥ =HFTE0] 1.4%ct= 2| 2/0|
= ANHMES vs. IZEE, ESE2 2248 A
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Corporate Transition Matrix

1981~2004

EBE BB B CCC/IC D

ard44 737 046 009 006 000 000 000 459
060 8665 778 058 006 011 002 001 421
005 205 8696 550 043 016 003 004 479
002 021 385 8413 439 077 019
004 008 033 527 7573 736 094
000 007 020 028 521 7295 423
008 000 031 039 131 974 4683
Source: Standard & Foor's Global Fixed Income Research; Standard & Poor's CreditPro® 7.0.

Quantglobal, &2
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:h Corporate Detault Matrix

s 1981~2004 B =8 FE=

Time horizon

Y2 Y3 Y4 Y5 Y6 YT Y8 Y9

000 000 003 0068 010 047 024 036 04 045 (045 045 053 061
001 004 009 019 030 041 0OR4 084 074 085 08 106 118 129 135
004 013 040 061 084 111 134 163 184 219 240 253 275 283
219 299 373 434 4% HA0 610 668 V15 THY 812 AVZ
120 358 & 8897 1125 1347 1525 1675 1816 1920 2017 2087 2150 22068 2259
571 1249 1809 2237 2540 2777 2976 3132 3254 3375 3485 3585 3685 3776 3863
2883 3797 4352 4744 H085 5213 5330 K405 HhAH6 5645 H720 H799 HBA6 044 5044
011 031 0AR5 086 120 143 184 213 241 271 299 321 344 365 392
491 976 1405 1752 2022 2246 2432 2580 2713 2825 2528 3015 D1 3174 3242
164 320 478 604 706 VA7 BV 03 902 1045 1084 1135 1195 1212 1251
Source: Sfandard & Poor's Global Fixed Income Research; Standard & Poor's CreditPro® 7.0.
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C

DO Transition Matrix

Standard & Poor's 2007 Global CDO Rating Transition (%) By Rating Modifier

From/to AAA AA+ | AA AA- | At A A- BBB+ | BBB BBB- | BB+ | BB
AAA 3,606 | 3,445 44 60 14 17 4 8 3 3 1

AA+ 270 18 195 30 5 9 5 5 1 1

AA 2,106 72 41 1,812 31 37 21 36 31 6 5 5 1
AA- 469 15 9 49 | 313 20 10 16 20 6 2 3 2
A+ 239 1 10 4 185 3 9 17 3 4 1 1
A 1,382 10 3 32 10 22 1,163 37 28 19 15 14 7
A- 588 6 7 17 19 9 10 433 30 23 24 2 2
BBB+ 204 3 1 8 4 1 7 8 136 16 8 4 1
BBB 1,535 2 1 4 3 2 9 5 25 | 1,306 43 23 15
BBB- 434 5 3 1 2 6 6 4 8 344 10 9
BB+ 211 2 1 2 1 8 150 4
BB 640 1 1 2 2 2 14 | 585
BB- 153 1 2 2
B+ 22 2

B 45 1 1

B- 17

CCC+ 11

CcC 5

CCC- 39

CC 68

C 0 N A

Total 12,044 WUgnigiondl, s«




oS Transition Matrix

Standard & Poor's Global SF Original-To—Current Rating Transitions (Beginning January 1978)

(%)
From/to Beg. no. of ratings | AAA AA A BBB BB B CCC CC C D
Global SF
AAA 28,022 | 82.93 | 5.47 | 2.55 2.16 1.35 2.42 1.51 1.23 0.38
AA 23,897 | 11.98 | 59.4 | 3.85 3.31 2.54 4.71 9.85 2.99 | 0.03 1.33
A 22,723 6.68 | 6.47 | 54.5 4.83 2.6 2.53 | 12.61 6.91
BBB 22,369 2.64 | 2.86 | 4.34 | 51.58 4.26 3.73 | 11.04 | 12.05
BB 9,254 1.06 | 1.59 | 2.58 5.32 | 54.33 6.05 8.48 | 10.58
B 4,732 0.49 | 0.51 1.2 2.83 5.94 | 55.54 15 8.09
CCC 128 0.78 0.78 12.5 | 78.91
CC 2 100
Quantglobal, 3 2
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S

V Transition Matrix

Standard & Poor's 2007 SIV Senior and Junior Notes Rating Transition (%)

Number
From/to AAA BBB BB B CCC
AAA 26 1
A 2 1 3
BBB 2 2 3 4
No. of ratings 26 2 2 3 6 4
From/to CC Upgrade Stable Downgrade Total
AAA 3 26 4 30
A 1 3 2 8 10
BBB 1 1 2 11 13
No. of ratings 2 7 30 23 53
Percentage

From/to AAA
AAA 86.67 3.33

| BBB 0 0
No. of ratings 49.06 0 3.77 3.77 5.66 11.32 7.55
From/to CC Upgrade Stable Downgrade Total
AAA 0 0 10 0 86.67 13.33 30
A 10 0 30 0 20 80 10
BBB 7.69 0 7.69 0 15.38 84.62 13
No. of ratings 3.77 0 13.21 0 56.6 43.4 53

<ttt
Notes: As of Dec. 31, 2007. Rating actions that occurred afte%’tha@Qz}te We%%!)’[ ifCluded in the calculation of this table.
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: Cl S 1L A
Subprime & AlZ23J} 0|5
| /Q' =52 (Credit _ Chart 1
En han cement) O] B Ab= Probability Distribution of Portfolio Default Rates
= NOH Ktak S0 EH6H Monte
Carlo Slmglatlpn bt
Loss Distribution &HE —
=« Tranche8 2398 CHH| =1t (%)
&2 (0/C, 18
Overcollateralization) #2 14 :
23 12 = ;
%8 &g%a Tranche%-ﬁ\- 10 7% probahbility of 24% default rate
==20/CHE 27 : ./
Al oI ™ H|E0
E(l-)ls_sl:;ol'otlél' /L;/l%H EOJFI lagj—l'ljl_ j 2% probahility of default rate exceeding 30%
O/CHI SR} ROl oie . -
Tranche2| &cl= &&= _|| I.._
_E_X-”jl' 81% I:II:I__-'-l g 1216 20 24 23 32 36 4EI g 48 52 56 B0 B4 65 Y2 Y6 80 54 895 92 95100

Simulation= otJ| Ié
& X0l EHI0|EH=

AH&EOL Off &F Loss Rate

Detfault rate (% of total principal balance)

A= S&P
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Subprime € Al23J} 0|&

m Base Loss Ratel| =&
= SHE F=A: Logistic Regression

= Subprime LossEH & J[210] @l &K L /UCH= EOl 2 A
= HA& Xratel E-0 T PBase Loss Ratexd - X& =2l 0I& 2 &Y

Sample Pool A Sample Pool B
Aaa credit Change from Aaa credit Change from

support Base support Base
LTV+5% 4.28 35% 3.52 37%
LTV-5% 2.32 -27% 1.85 -28%
FICO+20 3.02 -5% 2.49 -3%
FICO-20 3.42 8% 2.75 7%
All Cashout
Appraisal Quality 4.68 48% 3.91 52%
All Purchase 2.62 -17% 2.15 -16%
All Investor 3.69 16% 2.99 16%
All 15-year term 2.42 -24% 1.93 -25%
All ARM 3.47 9% 2.81 9%
All Condo 3.31 4% 2.68 4%
All Alt Doc 3.35 6% 2.78 §%
Price > $300k, 3.8 20% 3.10 21%
LTV constant

Source: Moody's Mortgage Metrics

Pool A: LTV 67, FICO 732, CashOut 19%, Purch 21%, Single Fam 89%, Owner 98%, Fulldoc 75%., 30-year 98%, Fixed Rate
100% Pool B: LTV 65, FICO 744, CashOut 17%., Purch 21%, Single Fam 89%, Owner 96%, Fulldoc 05%, 30- -year 98%, Fixed

Rate 100% 49



Corporate CHH|, SFE A2XH I 0|4

= Correlation = XAl .
Effect of Correlation on Portfolio Defaults
= Corporate: 8=
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Corporate CHH|, SFE &l=Z4H D}

= Static Pool = Al
= Corporate: 2& #J| &A™ Al A2 Jits
= SF: (XD 83,

= Quantitative Model Xl

= Corporate: Expert Judgement
= SF: Sophisticated Cash Flow Simulation

Quantglobal, &2
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= Credit VaR

« AMZEHIIS|ALC] S A SF Transition Matrix

D(Probability of Default) 2 &
= Ut H Prime Mortgage ¥ =2| U0l =&
=« Subprime Mortgage2| Loss Data =& 2 2o &

= Historical Worst Case Stress Test(| St
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ANE SIS 2t vs HAIN BEA 2

M2 =sss2 lIAE8 =8

T /| X o
JHE Level , D2t TEZC|L &2 Level

« NSRS §P(Secur|t|zat|on)

DINECzE= I (2H)2 A2

=
HAI 2= A S H A9 ‘jE!DI by # M AIE M < 21
SETS0 AN HEE 4BSOl HAHOE
A28 A0 24 40 o2 TR
« 1987Y Black Monday2| W=
« HOIXFEO0IA & cl& el Micro-motiveS0| 20/%H &
Ol At X 28t Macro-behavior2 €2 £ QCt (Thomas
Schelling)
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Richard Fuld §
CEO, Lehman -
Bros oIk -
“Gorrila” f

Jimmy Cayne
CEOQO, Bear Sterns

oA & E.SPHOHC Central
Park OlZ2 27HO| S 3} =¢EH

I:l

Quantglobal, =32
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= Stanley O’'Neal
s CEO, Merril Lynch

Martin Sullivan
CEO, AlG

Quantglobal, &2
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Ken Thompson
CEQO, Wachovia
Golden West Financial @l ==

Kerry Killinger
CEQO, Washington Mutual

Quantglobal, &2

49



= Angelo Mozilo

s CEOQO,
CountryFinanicial

= e Oome
You

Could ans
Save $5 e
With The asy!

Done to a turn

It's hard to imagine things getting any hotter for Countrywide boss
Angelo Mozilo amid more bad financial news and another subpoena,
this one from Illinois.

Countrywide

MOW

Combo i SR S
Loan. « 4§ out of 5 Approved*
a » No Up-Front Cost Or

" sdoans for Homeowners
Wit é5s Than Perfect

 "BNGRY
HOMEOWNERS =¥ " oo
L) CUNGRESS - SEC

Bloomberg
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= Daniel Mudd
= CEO, Fannie Mae

» HIS8H(GE) &
Al

= Richard Syron
= CEO, Freddie Mac

» PAEFRBEE =
Al
—

Quantglobal, &2
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PIEE HEAIAS

N
C
F

ew
entury
Inancial

A New Century Mortgage: New User: Home

File

Edit  View  Favorites

Toals  Help

s |ﬂ |EL‘ _;j /:’Search 1. Favorites {-‘}

-5 W-L)BE B

Address |@ https:jiFastqual.nesscentury com/newlser findex. jsp

viGo

-astQual

icrosoft Internet Explorer

Links

NEw CENTURY

MORTGAGE CORPORATION

1.888.623.L0AN 3

HOME

FASTOUAL

RATES + PROGRAMS
TRACKING
FAST-N-SURE

PRIME

BECOME NC BROKER
EVENTS

NEWS

RESOURCES

HELP GUIDE

CONTACT US
ABOLT US
CAREERS
NC POLICIES

LOG IN

Become an Approved Broker
Apply to be an approved Mew Century braker
and gqualify your loans via FastQual.

Get Approved

iew the step-by-step demo for
completing the online broker
application.

How To Get Approved

Use your tax ID number or SSM to complete
the online broker spplicstion.

[

Fax the signed signature page to
866.730.1372.

w

“ou will receive e-mail notification of wour
approval.

Hote: You also can fill out & branch application
online it you have the tax idertification number
(or social security number) of the parent
corporation

PLUG YOURSELF IN

Use FastQual to Qualify Loans Online
With & Mesw Century broker [D number*, you can
create a user account to use FastOual.

Create a FastQual User Account

Mewy Certury broker  First wiord of your
1D number®: COMPany's NSMe:
111308 ] [american|

3

*Your Mew Certury broker 1D number is given to
wou when you submit an application to hecome
an approved Newe Certury broker (see left
column).

@ View the step-by-step demo for

Get A Quick Preual.

Run an anonymous loan scenario to see what
your borroveer could gualify for, Get all the
povver of Fast@ual, without pulling & credit
report.

Get PreQual

Don't know your broker I number or can't find your company?
Contact the Internet Help Desk st 877.996.5626 or help@lew Century.com.

&

S & Internst

uarigrood!, = o =
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s New
Century
Financia

Important: Confirm New m.ury{ FastQual Account - Message (HTML)

: File  Edi Yiew  Insett  Format Tooks  Actions  Help

Reply | aReply ko Pf\_l J %Fory_\ﬁa.rd J a _J ‘ v

5X|* %@

-astQual

Fram:
Tan

Cei
Subject:

@ Ecommaccess@ncen, com Sent: Fri 9/22(2006 11:35 AM
Steve Waller

Important: Confirm New Century FastQual Account

") New CENTURY

MORTGAGE* CORPORATION

12-SECOND LOAN ANSWERS
ARE WAITING FOR YOU.

To complete your Mew Century FastQusl® account set up, please click on the
Confirm button or the link below (or copy the link into your browser's address line
if the link is not active).

able to use FastOual.

Doing =0 will confirm your e-mail address and create your Mewe Century FastQual
account. This process is designed for your protection so that someone else may not
create an accourt in your name without your consent.

( ' ) Until you elick on the Confirm butten or follow the link below, you will not be

Username and Temporary Password
“our permanent username and & temporary pessword are shown
belowy. When you log in for the first time, you will ke prompted to
change the password

Username: stevewaller
Pas=sword: fzJCdjeFD
Account Information
Belov iz your account information for your records.
Broker code: 111309
AF name: Shannon Gingles
AE phone: (832)646-5932

Flease cortact Ecommerce Custamer Service st 877 996.5826 or help@newcentury.com
if you have any guestions.

[E3

%

A
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