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Current Mortgage Prepay Landscape
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The paradigm of mortgage prepayment behaviors has shifted over the past  2 years 
due to factors such as:

• Increased technology and human capital spend by larger originators (streamlined pipeline mgmt.)
• Ongoing policy changes issued by Trump & Biden administrations throughout COVID pandemic 

(PIW, forbearance plans, modifications, investor property reversals etc.)
• Record lows in mortgage rates and increased margins in secondary markets for new originations

(FHLMC 30 day survey @ 2.86% 9/16/21)
• Home Price Appreciation much higher than prior expectations (16.5% projected for 2021)
• Economic recovery and lower unemployment from early pandemic era

As a result: The need for advanced analytics and model insight is at an all time high

• Ability to assess the FEDs impact on markets through their MBS purchasing program  
• Net supply at $850bln for 2021 would be the highest since 2002, ($311 bln per yr avg over the last 10yrs)
• Capturing recent & new expected prepayment behaviors—regressing empirical evidence and new assumptions based 

on new policy changes are keeping prepay modelling teams very busy
• Beta versions of models(vs Production) will become more and more predominant for the foreseeable future
• Ability to dial the model gives clients the ability to do “what-if” scenario analysis on underlying model, or impose their 

own assumptions with the ability to see impact of risk and relative value metrics on securities & portfolios
• Need to capture alpha through security selection in era of poor mortgage performance (MBS Index excess returns         

-0.65 YTD as of 9/15/21)



BAM Modelling team response  BAM v1.42.2 test
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• Test or Beta model versions allow clients 
to access our latest “dialed” version of the 
model before released to production

• In an ever changing environment like now, 
modelers are constantly trying to “catch 
up”

• Start with our test version, and add your 
own dials for further custom analysis 
based on your own assumptions

• Direct access to our modelling team for 
additional insights into expected 
behaviors

• Complete transparency into all of the 
inputs and outputs of BAM model

• Full Impact reports and whitepapers 
available on BMMI<go> for all models



BAM v1.43 into production Jan 21, 2022
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BAM v1.43 Impact on TBA Analytics vs. v1.42
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BAM v1.43 BPMD<go>  Model Performance
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Mortgages are Story Bonds: The importance of model 
transparency & flexibility due to market & policy changes

Buyside MBS Investor

Govt

Home-Owner with Mortgage

Mortgage Servicer

Delinquent in 
mortgage payments 

amidst pandemic

Govt orders buy-out 
of delinquent loans to 
protect home-owners

Buyout => Faster pre-payment 
=> principal returned early

Sell-side Agency 
Mortgage Trader

Send trade idea : this 
MBS is over-valued! I 
can sell you at $99.5, 
and here’s why!

Pre-trade Sandbox App -
BQNT / TOMS BQL

CMP API Dials

Calibrates model 
with CMP



PSU: BAM now integrated for position pricing

• 100 BAM supported in PSU
• Constant spread to BAM in TW
• Consistent Yield calc with YT
• LT BAM speed equivalent coming soon to PSU
• Medians and custom speed overrides supported
• BAM scalers ie. 120 BAM for MARS FO clients



TW  existing API CalcRt fields



TW  new “real-time” extended OAS fields



TW  new “real-time” extended OAS fields

• Calc sent at time of new trade

• Automatic periodic risk every 2 hrs

• New “Calc Time Stamp” AR589 for 
market env transparency

• End of Day calcs on all risk metrics

• See appendix for full listing of all new 
CalcRt fields



TW MARS  BAM beta model, scalers & dials

• MARS Front Office Premium
required

• BAM beta model versions

• BAM model scalers

• Custom BAM dials/knobs

• Create custom duration alerts to see 
model duration differences



KRRs BAM beta model, scalers & dials Q1 ‘22

• MARS Front Office Premium required

• Bucketed KRRs w/100 BAM currently

• BAM beta model/scalers/dials available 
Q1 2022

• Bump and reprice methodology

• Bucketed Credit Risk (CRR) for Non-
Agy securities utilizing our BTM model



Interest Rate and Vol Sock Scenarios

• MARS Front Office 
Premium required

• Bloomberg SHOC library or 
create custom IR & Vol 
scenarios

• End of day scheduled 
reports as well as on-
demand

• Retrieve daily scenario 
results via BQL for custom 
risk dashboards



Future Development  BQNT Sandbox App prototype

• MARS Front Office 
Premium required

• BQNT>BQL>CMP

• Fetch line item position 
sizes, prices, analytics &   
bucketed risk

• Create Sandbox “what-if” 
environment

• Access to full library of 
BAM model dials + Beta 
model versions

• See pro-forma bucketed 
risk of holdings on 
proposed trades



Dials – CMP Template

• Model Version

• Model Scaling

• HPA and Macro 
Environment

• All prepay sub-components: 
(Refi, Cash-out,Turnover, 
Curtailment)

• Elbow Shifts 

• And all sub-components 
can be further controlled for 
Geography,  Purpose, 
Channel, and others

• Dials can be run in isolation 
or in a combined scenario



Dials – HPA Assumptions- Scenarios 

• Model Version Set to 
newest Test V1.42.2 which 
incorporates stronger HPA 
assumptions (13.5%, 7%, 
and 5% for 2021, 2022, and 
2023, respectively)

• S&P CoreLogic Case-
Schiller 20-City Comp 
YOY% latest print 19.08

CMP Solution:

• Run a Base+defined
scenario or input a custom 
HPA rate

Covid
Lockdowns



Dials – CMP Template HPA Scenario.
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• Chose a high LTV Pool to 
exaggerated HPA Effect

• Ran BASE+20 which takes 
BAM Base HPA and adds a 
cumulative increase of 20% 
over 4 years



Dials – GSE Limit to Investor Props- Scale Refi Mult by Occupancy
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Amendments made  in January 
were set to limit sales at the 
Cash Window and cap 
combined percentage of 
investor and second homes at 
7%:

• Policy was starting to 
impact speeds on 
investor and second 
homes

CMP Solutions:
Scale the Refi Mult sub-
component for Investor 
occupancy.



Dials – CMP Template Investor Propety Ex.
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• Model Version Set to 
newest Test V1.42.2

• Refi sub-component 
dialed down to 75% of 
model



Dials – Changes in Refi Incentives -Elbow Shift
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• The removal of the 
AMRF eliminates the 
50BPs “Covid Fee:

• Calculated over the 
average life of as an 
example a 2% coupon 
mortgage – this is the 
equivalent of a 12.5bps 
elbow shift

• Effects should start 
showing up in October 
speeds

CMP Solution:
• Set a -12.5 bps elbow 

shift for factor date 
>10/2021



Dials – Changes in Refi Incentives -Elbow Shift
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• Model Version Set to 
newest Test V1.42.2

• Elbow Shift -12.5 BPs

• Results in an approximately 
½ year drop in OAD



Multiple Security Calculator  – CMP Template
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The Multiple Security 
Calculator provides the same 
full access to the BAM model 
and dials, but on a portfolio, list 
or BWIC.

• Can be used to analyze a 
list for yield and spreads or 
filter for  collateral attributes

• Analytics are consistent 
with those in TOMS and 
across the Bloomberg 
platform



Multiple Security Calculator  – Yield and OAS Analytics
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The Multiple Security 
Calculator provides the same 
full access to the BAM model 
and dials, but on a portfolio, list 
or BWIC.

• Full OAS and yield analysis 
to both constant and 
forward curves



Multiple Security Calculator  – KRD
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The Multiple Security 
Calculator provides the same 
full access to the BAM model 
and dials, but on a portfolio, list 
or BWIC.

• The KRD’s are 
customizable and shown in 
duration units on the 
template, but I modified the 
sheet

• to show them as $KRD  01

• This enables you to see the 
same $KRD as shown in 
TOMs



Multiple Security Calculator  – Collateral
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The Calculator also functions 
as a collateral aggregation tool

• Can be used to 
filter/analyze for collateral 
attributes.

• This example highlights 
Servicer and Geography



CMP Template – Non-Agency W/ BTM
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Same basic functionality as 
the Agency template

• Can be used on legacy, 
Jumbo 2.0 and CRT



Appendix - New Extended TW CalcRt Fields
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AR620 Prepay Dur AR573 ZV Spread Dur
AR621 Mtge Rt Dur AR574 ZV WAL
AR622 OASD AR575 ZV Yield
AR623 PSA Dur AR576 ZV Dn 25bps px
AR624 Mtge Refi Dur AR577 ZV Up 25bps px
AR625 Cur Cpn Dur AR578 ZV 12mo CPR
AR562 OAS  AR579 ZV 36mo CPR
AR563 Dn 25bps px AR580 ZV Life CPR
AR564 Up 25bps px AR581 12mo CPR
AR565 OAC AR582 36mo CPR
AR566 OASC AR583 Life CPR
AR567 OAD AR584 Yield
AR568 OASD AR585 WAL
AR569 Pure Vega AR586 Modified Dur
AR570 ZV Spread AR587 Yield Spread
AR571 ZV Duration AR588 Cashflow Spread
AR572 ZV Convexity AR589 Risk Comp Time


