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What Are Mortgage Servicing Rights 
(MSR’s)?

Mortgage Servicing Rights represent the net present value of the
revenue and expense streams associated with administering 
mortgage loans
Mortgage Servicers are responsible for

Collecting P&I and T&I payments from borrowers and remitting to 
investors, insurances companies, and taxing authorities as required
Advancing funds when required
Handling customer and investor questions and requests
Initiating Foreclosure and REO procedures on delinquent accounts
Recording satisfaction of mortgage at payoff

Mortgage Servicing Trends
Portfolio performance across all sectors has deteriorated
Servicing costs and Servicer advances are on the rise
Some market consolidation as players have exited the market
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MSR Market Convention
Servicing Prices are generally quoted as a multiple of the servicing fee

Price in Bps Servicing Fee Multiple

100.00 bps 25 bps 4.00x
160.00 bps 40 bps 4.00x
125.00 bps 25 bps 5.00x

Minimum Safe Harbor Servicing Fee

Conventional Servicing Fixed 25 bps

Conventional Servicing ARM 37.5 bps

GNMA I Servicing 44 bps

GNMA II Servicing 19 bps

Subprime Servicing 50 bps
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How do we value MSR’s?

Major drivers when valuing Mortgage Servicing Rights (MSR’s)
Prepayment Projections – how long will the cash streams last?

Bloomberg / Bond Market Association Market Consensus
Third Party Prepayment Vendors 

Andrew Davidson
Applied Financial Technology/AFT
Internal and Proprietary Prepayment Models

Adjustments for regionality and other relevant factors

Discount Rates – what is the required return given the risk?
Earnings Rates – what can be earned on cash deposits?
Servicing Costs – what will it cost to service different types of 
loans?
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Sample Discount Rate Ranges for Specific 
MSR Product

Base Discount Rates
FNMA/FHLMC Fixed Rate 9.00% to 10.00%
FNMA/FHLMC ARMS/Balloons 12.00% to 14.00%
GNMA Fixed Rate 10.50% to 11.50%
GNMA ARMS 12.00% to 14.00%
Private Investor Jumbo 13.00% to 14.00%
Private Investor Jumbo ARMS 14.00% to 16.00%
Private Investor 14.00% to 15.00%
Private Investor ARMS 15.00% to 17.00%

Adjust higher/lower based on Market conditions, collateral attributes, 
size of portfolio etc.
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Sample Discount Rate Ranges for Specific 
MSR Product

Base Servicing Costs
Market convention is Marginal costs rather than fully loaded

FNMA/FHLMC Fixed Rate $35.00 to $50.00
FNMA/FHLMC ARMS/Balloons $45.00 to $55.00
GNMA Fixed Rate $50.00 to $60.00
GNMA ARMS $60.00 to $70.00
Private Investor Jumbo $40.00 to $55.00
Private Investor Jumbo ARMS $45.00 to $60.00
Private Investor $50.00 to $65.00
Private Investor ARMS $60.00 to $75.00

Adjust higher/lower based on Market conditions, collateral attributes, size of 
portfolio etc.
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Sample Earnings Rate Ranges for Specific 
MSR Product

Base Earnings Rates to Apply
Market convention is Libor and Swap curve

One Month Libor through Five Year Swap Rate

Some will price flat to this or a spread to index

Some use Fed Funds
Some use Internal Earnings Rates
Adjust higher/lower based on Market conditions, collateral attributes, size of 
portfolio etc.
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National (GSA) MSR Scenario Analysis

GSA Benchmark Comps.
Loan Count 34,448,000
UPB (Billions) 5,754.80
Average Balance $167,059
Note Rate 6.11%
Service Fee 0.318
WALA 30

Del30/60/90 1.75

Esc % 0.71

Sample Disc Rate Costs Earnings Rate Prepay Speeds
Scenario Sensitivity Base Value Up 10% Up $10 Down 50bps Up 10%

119.07 bps <4.43 bps> <2.61bps> <4.33bps> <5.58bps>

National GSA Portfolio Principal Balance is $ 5.7 Trillion
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Sample Cash Flow Revenue Side

We compare Cash flows to get grounded on the analysis.
Often will do scenario versus base or period versus period.

Normal ServFee
78.6%

Prepay Float
3.4%

Late Fees
6.4%

Escrow Earnings
5.1%

Ancillary Income
4.7%

PI Float Earning
1.5%
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Sample Cash Flow Expense Side

We compare Cash flows to get grounded on the analysis.
Often will do scenario versus base or period versus period.

Interest Advance on P&I 
4.2%

FCL Costs
11.5%

Interest Paid on Escrow
0.0%

Delinquent Serv Cost
12.8%

Interest Advance on PrePays
5.9% Transfer Cost

1.7%

Cost to Service
63.9%

Cost to Service
Interest Paid on Escrow
Delinquent Serv Cost
FCL Costs
Interest Advance on P&I 
Interest Advance on PrePays
Transfer Cost
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Rate Shock MSR Scenario Analysis
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Rate Shock Sensitivity

Series1 -0.50 -0.45 -0.40 -0.35 -0.30 -0.25 -0.20 -0.15 -0.10 -0.05 0.00  0.05  0.10  0.15  0.20  0.25  0.30  0.35  0.40  0.45  0.50 

Series2 -26.20 -23.02 -19.90 -17.05 -14.21 -11.49 -8.92 -6.45 -4.20 -2.04 0.00  1.97  3.86  5.48  7.20  8.85 10.40 11.95 13.36 14.69 16.05 

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21
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MSR’s in Application

MIAC…
Runs Scenarios and Review Portfolio Characteristics
Reviews Investor Remittance Type, Product Type, Loan 
Type, Term, Collateral attributes
Compares versus MSR Transactions, Reverse engineer as 
needed.
Compares versus Peer Group Portfolios
Compares versus Benchmark GSA Portfolio
Compares Prepayments Projections, Market Rates, 
Earnings Rates
Reviews and utilizes Regional Prepayment Information 
where needed.
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MSR’s in Application

Utilizes Industry surveys, roundtables.
Continues active dialogue with 
Buyers/Sellers/Clients/Wall Street/Hedge Funds/Money 
Managers/Strategists.
Performs portfolio valuations in the trillions (UPB$).
Reviews for unique Relative Value in the Portfolio

Late Fee/ Ancillary Income
Prepayment Protection
Tax Exemption
Prepayment Arbitrage
Market Spreads on Collateral
Delinquency
Portfolio Performance Statistics
Risk Weighting (credit scores, LTV, documentation type, risk classification)
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MSR’s in Application
Sample Benchmarks that we Utilize for 

our MSR Analysis
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MIAC Generic Servicing Asset (GSA)
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What Are Generic Servicing Assets (GSA’s) ?

Generic Servicing Assets – GSAs

MIAC has defined the attributes of over 400 collateral cohorts as representation of our 
portfolio of Generic Servicing Assets.

GSA portfolio consists of a variety of MSRs – Agency Prime, Alt-A, Private, FHA/VA, 
Jumbo, Fixed, ARM, Hybrid ARM, with a wide range of Note Rates and Seasoning.

MIAC conducts a monthly ‘virtual auction’ among market participants to collect market 
information in the form of bids on each cohort.

Results from the virtual auction are utilized as one of many sources of price discovery 
within MIAC’s internal assumption calibration process.

MIAC provides benchmark market pricing of all MSR cohorts with the GSA portfolio on 
www.MIACAnalytics.com through the Daily GSA Pricing Service.
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MSR’s in Application

How does MIAC use Generic 
Servicing Assets (GSA’s)?
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Generic Servicing Assets (GSA’s) in Action

Compare GSA’s versus client portfolio
Isolate GSA from a Macro Viewpoint (Portfolio Value 
Change in Bps)
Isolate GSA from a more Micro Viewpoint (Investor, 
Prepayment Type)
Compare Various Risk and Investor Strata

Compare by Prepayment Type
Compare by Investor Type
Compare by Prepayment by Investor
Compare Prepayment by Note Rate Strat
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Generic Servicing Assets (GSA’s) in Action

Sample Benchmark Collateral  to GSA’s

Pass Thru Coupon 4.00 4.50 5.00 5.50 6.00 6.50 7.00 7.50 8.00
OYear Total Total Total Total Total Total Total Total Total
State AllStates AllStates AllStates AllStates AllStates AllStates AllStates AllStates AllStates Averages

Index1 100 100 100 100 100 100 100 100.00 100.00 100.00
Index3 100 100 100 100 100 100 100 100.00 100.00 100.00
Nloans 4,156 228,761 2,007,098 3,607,277 2,655,185 1,057,890 375,456 107,991 49,443 10,093,257

OBal 912 58,043 533,092 1,027,029 912,956 722140 396103 219,367  126,721    3,996,363
CBal 716 42,570 372,443 630,714 427194 134132 39773 8,929      3,184       1,659,655

pct_SBal1 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00
Factor 0.79 0.73 0.70 0.61 0.47 0.19 0.10 0.04 0.03 0.55

AvgLoanSz 172 186 186 175 161 127 106 83.00 64.00 167.90
OFico 733 740 734 728 714 696 675 663 663 722
OLtv 70 68 70 72 76 80 82 82 81 73
CLtv 52 52 57 62 70 71 72 64 56 64
Wac 4.64 5.12 5.58 6.02 6.54 7.04 7.62 8.11 8.58 6.17

Wam 303 308 314 321 328 318 308 278.00 246 319.96
Age 49 45 39 34 28 37 46 72.00 102.00 34.73
Diff 118 -8 -7 -15 -20 -13 -6 9.00 2.00 -13.72

Cpr1 5.60 5.00 5.80 6.70 8.60 11.90 14.60 16.80 14.60 7.62
PrevCpr1 2.60 5.40 6.20 7.80 10.70 13.70 15.50 15.40 14.30 8.84

Cpr3 4.10 5.30 6.50 8.10 10.90 13.90 15.80 15.80 13.50 9.09
Cpr6 4.30 6.10 7.90 11.00 15.90 17.10 17.40 16.40 14.20 12.12

Cpr12 3.90 5.60 7.10 9.30 12.90 15.60 17.20 15.60 14.10 10.38
Cpr24 4.70 6.20 7.90 10.40 13.40 16.00 18.20 16.50 15.40 11.18

CprLife 4.10 5.70 7.70 11.90 18.40 26.20 27.50 28.70 27.30 14.12
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Generic Servicing Assets (GSA’s) in Action

GSA Portfolio Price - Mult
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Benchmark GSA’s (Total Portfolio Benchmark)
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Generic Servicing Assets (GSA’s) in Action

GSA Price - Mult for CONV30
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Example of  GSA’s by 30 Year Fixed Rate Conventional Prepayment Type
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Generic Servicing Assets (GSA’s) in Action

Example of  GSA’s by 15 Year Fixed Rate Conventional Prepayment Type

GSA Price - Mult for CONV15
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Generic Servicing Assets (GSA’s) in Action

Example of  GSA’s by GNMA 30 Year Fixed Rate Prepayment Type

GSA Price - Mult for GNMA30
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Generic Servicing Assets (GSA’s) in Action

Example of  GSA’s by Jumbo 30 Year Prepayment Type

GSA Price - Mult for Jumbo30
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Generic Servicing Assets (GSA’s) in Action

Example of  GSA’s by 10/1 Year Hybrid ARM Prepayment Type

GSA Price - Mult for Hybrid 10/1
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Generic Servicing Assets (GSA’s) in Action

GSA Price - Mult for Hybrid 5/1
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Example of  GSA’s by 5 Year Hybrid ARM Prepayment Type
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Generic Servicing Assets (GSA’s) in Action

Example of  GSA’s by Generic Libor Based ARM Prepayment Type

GSA Price - Mult for LIB1Y
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MIAC Contact Information

Contact Information
Robert W. Lee
Senior Vice President
(212) 233-1250 x245
Robert.Lee@miacanalytics.com

Mortgage Industry Advisory Corporation (MIAC)
80 Maiden Lane, 14th Floor
New York, NY 10038

…where you find mortgages, you’ll find MIAC…

www.MIACAnalytics.com

mailto:Robert.Lee@miacanalytics.com

	MIAC User Conference on Mortgage Servicing Rights (MSR’s)
	What Are Mortgage Servicing Rights (MSR’s)?
	MSR Market Convention
	How do we value MSR’s?
	Sample Discount Rate Ranges for Specific MSR Product
	Sample Discount Rate Ranges for Specific MSR Product
	Sample Earnings Rate Ranges for Specific MSR Product
	National (GSA) MSR Scenario Analysis
	Sample Cash Flow Comparisons
	Sample Cash Flow Revenue Side
	Sample Cash Flow Expense Side
	Rate Shock MSR Scenario Analysis
	MSR’s in Application
	MSR’s in Application
	MSR’s in ApplicationSample Benchmarks that we Utilize for our MSR Analysis 
	MIAC Generic Servicing Asset (GSA)
	What Are Generic Servicing Assets (GSA’s) ?
	MSR’s in Application
	Generic Servicing Assets (GSA’s) in Action
	Generic Servicing Assets (GSA’s) in Action
	Generic Servicing Assets (GSA’s) in Action
	Generic Servicing Assets (GSA’s) in Action
	Generic Servicing Assets (GSA’s) in Action
	Generic Servicing Assets (GSA’s) in Action
	Generic Servicing Assets (GSA’s) in Action
	Generic Servicing Assets (GSA’s) in Action
	Generic Servicing Assets (GSA’s) in Action
	Generic Servicing Assets (GSA’s) in Action
	MIAC Contact Information
	Servicing front.pdf
	MBA’s Accounting, Tax and Financial  Analysis Conference 2008Mortgage Servicing Rights (MSR’s)




