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Press Release

Release Date: May 3, 2003

For immediate release

(Note: Corrects previous release to add sentence in second paragraph. which was
dropped inadvertently.)

The Federal Open Market Comminee decided wday to raise its target for the federal funds
rate by 25 basis points 10 3 percent.

The Committee belicves that, even after this action, the stance of monetary poli
accommuodative and, coupled with robust underlyving growth in productivity,
OREOINE SUPPOT W0 economic acivity, Recent data suggeest that the solid pace of &
growth has showed somewhat, partly in response to the carlier increases in eoesEy prices.
Labor narket conditions, however, apparently continue to improve gradually. Pressures on
inflation have picked up in recent moenths and pricing power is more evident. Longer-term
inflation expectations remain well contained.

The Committee perceives that, with appropriate monetary policy action, the upside and
downside risks 1o the attainment of both sustainable growth and price stability should be kept
roughly equal. With underlving inflation expecied to be contaimed, the Commitiee believes
that policy accommodation can be removed at a pace that is likely to be measured.
Monectheless, the Committee will respond to changes in economic prospects as needed io
fulfill its obligation to maintain price stability.

Voting for the FOMC monetary policy action were: Alan Greenspan, Chaimman; Timothy B
Geithner, Vice Chairman; Susan 5. Bies; Roger W. Ferguson, Jr_; Richard W. Fisher:
Edward M. Gramlich; Donald L. Kohn; Michael H. Moskow: Mark W. Olson; Anthony M.
Santomero; and Gary H. Stern.

In a related action, the Board of Governors unanimously approved a 25-basis-point increase
in the discount rate to 4 percent. [n taking this action, the Board approved the requests
submitied by the Boards of Directors of the Federal Reserve Banks of Boston, New York.
Philadelphia, Cleveland, Richmond, Atlanta, Chicago, 5t. Lowis, Minncapolhs, Kansas City,
Dallas, and San Francisco,
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J Fed announces 1/4 point

increase in rates.
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may be reining in consumers
and businesses,
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Mirrars remarks on job
markets fram March
statement.

Fed keeps same language
on inflation. Canfusingly, the
Fed's 2:15 EDT staternant
had omitted the bolded
sentence. The Fed issued a
comected statement shortly
bafara 4 p.m.
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"Measured pace” language
remains, meaning rate
increases will likely continue
at 1/4 point per Fed meating.

F L

This caveat, mirraring the
March statement, means the
pace of rate increases could
change depending on future
inflation and growth
numbers
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Annual Economic Themes

2001 — The NASDAQ meltdown is a good thing (TINHPB)

2002 — The productivity gains are real and sustainable (TINHPB)
2003 — The jobless recovery has a good reason (TINHPB)

2004 — The end of disinflation/Outsourcing is not new (TINHPB)

2005 — Global issues at the margin (Don Ho)
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10-Year Treasury At Constant Maturity

(Through Q1 2005)

By Quarter
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Mortgage to Treasury Spread

By Month

500 1~
450 ~
400 A
350 -
300 A
250 -
200 ~
150 -
100 -

50 -

O T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T

1972 1974 1976 1978 1980 1982 1984 1986 1988 1990 1992 1994 1996 1998 2000 2002 2004

! BANKERS

MORTGAGE
ASSOCIATION

Source: Federal Reserve Board and Freddie Mac Investing in communities

T



Annual Mortgage Production

Billions of Dollars
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Total Credit Outstanding in the United States as of

2004:Q4 (% billion; percent of total)

Municipal securities &

loans $2029 Other
8% $1147
Corporate bonds $2947 5% U.S. govt

12% $4396
18%

Commercial/
Multifamily mortgages
$2177
9%

Bank loans &
commercial

paper
$1263
5%

Consumer credit $2151
Home mortgages 9%

$8071
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Real GDP Growth

Percent change, Seasonally Adjusted at Annual Rate
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Productivity vs. Real GDP Growth

Year-over-Year, Percent change, Seasonally Adjusted at Annual Rate
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Real Domestic Demand Components

Year-over-Year, Percent change, Seasonally Adjusted at Annual Rate
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Real Personal Consumption Expenditures

Percent change, Seasonally Adjusted at Annual Rate
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Corporate Profits Recovery

Billions of Dollars, Seasonally Adjusted at Annual Rate, with IVA and CCAd;|
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Manufacturing Indicators

Seasonally Adjusted
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NASDAQ Composite Index
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Unemployment Rate

Percent, Seasonally Adjusted
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Employment Growth

Monthly Change in Private Nonfarm Employment, Seasonally Adjusted, Number of Jobs
450,000 -

300,000 -

| H NH 1 T T 11 111 HHHNH

o T O D T D D T DDD T T
H H H H HH HH HH 110,000
-150,000 H~
-300,000 ~ )
-450,000 -
2000 2001 2002 2003 2004 2005

MORTGAGE
BANKERS
ASSOCIATION

Investing in communities

Source: BLS Establishment Survey !



Unemployment Insurance Claims &

Help-Wanted Index
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Annual Federal Surplus/Deficit

Millions of dollars
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2003 World GDP Estimates

@ World Bank: 2003 GDP Estimates
World GDP = 36.4 Trillion

United
States,

All Others, 29.9%

33.8%

China, 4.1% Japan,
11.8%
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4.9%

CIA: 2003 GDP Estimates
World GDP =51.5 Trillion

United
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21.36%

All Others,
42.33%

China,
12.43%

Japan,
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France,
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http://www.worldbank.org/
http://www.cia.gov/

Value of Foreign-owned Long-term US Securities
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Crude Oll Price

$ per Barrel, Domestic Spot Qil Price, West Texas Intermediate
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Inflation - CPI

Percent change, Year-over-Year
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Inflation — PCE Chain Price Index

Percent change, Year-over-Year

7 _
6 - — PCE — CORE PCE
5 1 MAR = 24 1.7

O T T T T T T T T T T T T T T T
1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005
MORTGAGE
! BANKERS
ASSOCIATION

Investing in communities

Source: Bureau of Economic Analysis, NIPA



Core PCE — Annualized vs. Year-over-Year Change

Percent change
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Unit Labor Costs

Percent change, Year-over-Year
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MEBA Long-Term Economic Forecast

April 2005
2004 2005 2006 2007 Year to Year
Q4 o1 Q@2 @3 Q4 a1 @2 Q2 @24 [#]) 32 Q3 Q4 2004 2005 2008 2007
Lercent Change Annyal Bats
Real Gross Damesfic Product 33 4.5 33 32 3z 32 33 3G T 3G 33 33 33 4.4 38 33 35
Personal Consumnption Expendrtures 4.2 38 28 31 31 30 a0 31 30 28 25 27 25 X1 35 30 28
Business Fixed Investrent 14.5 112 100 107 a5 ay 74 74 ] 6.3 75 [=R] (] 106 11.7 f=R] 71
Residential rvastment 34 25 27 48 -8y -100 8y 682 18 03 032 15 26 a7 24 82 14
Gowvt. Consumption & Invesiment og 1.6 1.3 1.6 17 1.5 14 14 1.2 11 0E 0G 05 1.8 1.3 1.5 1.0
Met Exports (Bil. Chain 20005) =521 535 630 <623 516 =500 -583 -584 B2 =531 BT -B02 485 -584  -G27  -572 509
Irveniory Imvestment (Bil. Chain 2000%) 47 g5 55 55 55 50 g1 52 50 g5 53 58 55 45 55 51 55
GDP Deflatar 23 24 20 1.7 1.7 22 21 23 24 27 24 25 25 22 21 20 25
Consumer Frices 3G 22 3z 24 22 27 27 28 3z a1 33 34 36 27 28 27 3z
Leent
Unemployment Rate 54 53 52 5.2 52 52 52 51 a1 a1 5.1 51 5.1 55 52 51 51
Federal Funds Rate 20 25 29 34 4.0 43 43 4.4 44 45 4.6 4.6 47 1.3 3z 43 4.6
10-Year Treasury Bond Rate 42 43 4.6 4.8 50 52 52 53 55 55 55 ] 56 43 4.7 53 56

All data except interest rates are seasonally adjusted.

Forecast produced with the assistance of the Macroeconomic Advisers' model.

Caopyright 2005 Morigage Bankers Association. All ights reserved.

THE HISTORICAL DATA AND PROJECTIONS ARE PROVIDED "AS 15" WITH NO WARRANTIES OF ANY KIMD.
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Single-Family Housing Starts

Year-over-Year, Percent Change, SAAR
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New One-Family Homes Sold

Year-over-Year, Percent Change, SAAR
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Existing One-Family Homes Sold

Year-over-Year, Percent Change, SAAR
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Months’ Supply of One-Unit Homes
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Rental Vacancy Rates
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OFHEO House Price Index

Year-over-Year, Percent Change, Repeat Sales
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Inflation-Adjusted Home Prices

(yearl/year, percent change by quarter for median priced existing home relative to CPI inflation)
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Rents and Monthly Mortgage Payments
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Affordability and Homeownership Rate
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Residential Mortgage Loans Outstanding by Loan

Type in 2004:04 (Based on # of Loans

FHA(10%)  VA(%)

Subprime (11%)

Prime (75%)
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Residential Mortgage Originations by Loan Type in

Q4 (Based on $ Volume)

FHA/VA (3%)
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Prime (63%0)
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Financial Obligations Ratio

Obligations as a Percentage of Disposable Personal Income, SA
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Breakdown of Households: 2003

Number of
Households Percent of Percent of
(Millions) Total Owners
Total 105.6 100.0
Renters 33.6 31.7
Owners 72.2 68.3 100.0
No Mortgage 25.0 23.7 34.6
1 Mortgage 33.4 31.6 46.3
2 Mortgages 8.1 7.7 11.2
3+ Mortgages 0.9 0.9 1.2
Not Reported 4.8 4.5 6.6 ! anAoNR;(rggg %
ASSOCIATION_ :

Investing in communities

Source: American Housing Survey



Residential Delinquency Rate

Percent, Seasonally Adjusted
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FRM v. ARM Total Delinquency Rates

FRM v. ARM Total Past Due (All Loans)

Percent Of Loans

700 - - - - - - - Adjustable-Rate -~ - - - - - - - - - - - - - ——————
Mortgages: Total Past
Due, United States (SA, %)

6.00

5.00

4.00

3.00

Fixed Rate Mortgages:
Total Past Due, United
2.00 F - - - m o o States (SA-%) - - - - - - - - - ____

100 - -

MORTGAGE
BANKERS

: . ASSOCIATION
Source: MBA National Delinquency Survey Investig i sommiuniiss

0.00



ARM Share of Mortgage Applications

Percent of Total Loans

By Week
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ARM Share v. Loan/Short Interest Rate Spread

Percent of Total Loans

By Week Spread
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ARM Share v. 30 Yr FR

Percent of Total Loans

By Week 30 Yr FR
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Payment Dynamics (1)

Assume:

Year One
Year Two
Year Three

Year Four

30 Year FRM vs. 1 Year Treasury ARM

Loan $240,000

Principal= *Four Year Horizon
FRM= 5.8%
ARM= 4.2%

Monthly
Difference

FRM - ARM

FRM Payment ARM Payment

1,408

1,174 234

1,408 1,314 94

1,408 1,459 {51}

1,408 1,606 {198}

Short rates rise 1% per year for 3 years

Annual
Difference

FRM - ARM

2,808
1,128

{612}

{2,376}
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Payment Dynamics (2)

30 Year FRM vs. 3/27 Deferred Amortization (FRM)

Assume: Loan Principal= $240,000 *Four Year Horizon
FRM= 5.8%
Deferred Amount= 6.0%
Deferred Monthly Annual
FRM Amount Difference Difference
Year One 1,408 1,174 234 2,808
Year Two 1,408 1,174 234 2,808
Year Three 1,408 1,174 234 2,808
Year Four 1,408 1,498 {90} {1,080

TGAGE
BANKERS
ASSOCIATION

Investing in com:

munities



MBA Long-term Morigage Finance Forecast
Aprl 14, 2005

2004 2005 2004 2007
=24 @l Q2 Q3 a4 Gl &2 @3 G4 @1 =2 =3 24 2004 2005 2004 2007
Housing Measures (Thous)

Housing Stars 1,975 2,139 1981 1,893 1,838 1,784 1,767 1,734 1,745 1,726 1,722 1,730 1,742 1,952 1,958 1,758 1,730
Single-Farmiy 1,421 1,743 1,619 1,554 1,501 1,450 1,438 1,407 1,413 1,374 1,383 1,367 1,304 1,405 1,604 1,437 1,370
Twwo or Bore 355 3RS 342 339 334 334 330 327 332 333 33F 343 345 347 353 331 341

Home Sok=s
Edsting Homes 6,047 5%30 SBFS 5771 5581 5553 5378 5373 5421 5432 5497 5573 5402 5913 578F 5431 5526
Mew Homes 1,234 i.232 1,208 1.182 1,130 1,121 1,089 1,012 1009 7R 771 FF0 FEI 1,178 1188 1045 791

Medion Price of Exsting Homes [Thous 3) 187.5 183.5 1P0.B 1957 1949 1933 20184 2047 2009 205.4 2120 2158 2126 1828 191.3 2008 211.5

Medion Price of Mew Homes [Thous §) 225.0 2282 2307 231,71 2304 2350 2444 2427 238.4 23545 246F 24688 24500 2I7.P 2301 2401 244

Interest Rates (7=

30-Yeor Fixed Rote Morigag= 57 58 &1 .4 . & 8.7 4.7 70 7 7. Pk T4 73 5.8 6.2 9 7

10-Y ear Treasury Y=l 42 4.3 4.4 4.8 5.0 5.1 52 53 5.5 5.8 5.6 5.4 S 4.3 4.7 5.3 5.4

1-Ye=ar Treasury ARM 4.1 4.4 4.7 4.9 5:1 5.2 53 5.4 5.5 5.8 5.6 S48 S.& 3.p 4.7 5.4 5.4

1-Ye=ar Treasury Yield 2.5 are 3.4 3.7 4.0 4.3 4.4 435 4.8 4.7 4.7 47 47 1.9 3.5 4.5 4.7

Maortgage Originations

Total 1- to 4-Fomiy (B §) 4§26 58 672 672 S44 474 73 5Fa 304 439 a70 S78 526 2432 2478 2163 2174
Purchose 343 318 434 430 350 312 421 421 348 317 447 434 ary 1.47%9 1.530 1.457F T.572
Refinonce 283 71 254 242 97 1&3 172 172 157 142 142 143 147 1.174 Fad a87 53z

Refinance Zhare (&) 47 a4 a7 da 34 a7 i 7 at 31 24 24 26 L2 a9 32 27

ARM Zhare (&) 36 & 34 da a7 34 3 a7 kil ] a7 33 a7 33 34 33 34 ar

Moftes:
Howsing sharts and home soles are s=osonoly odjusied at annuol robe.

Total T-to-d-famdy orginotions and refinonce share are MBA =sfimates. These exclude second morigages and home equity icans.

Refnance share is parcent of fotal dobar volume of closed loans. MGRTGAG E
ARM shore & percant of fofal number of clos=d conveantional purchoz= lcans BANKERS
Copyrght 2003 Meorrgage Sankers Associafion. All nghts reserved. ASSOCIAT' ON

THE HISTORICAL DATA AND FROJECTIONS ARE PROVIDED "AS I5° WITH NO WARRAMNTIES OF ANY KIND.
Investing in communities
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