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For the Agency MBS Market, Greater Complexity ..
THESIS: The agency mortgage-backed security
(MBS) market faces a more complex challenge in
2026 than in recent years. Shaped by unprecedented
coupon and pool dispersion, fast-changing policy ..
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MBS Risks, Potential Abound as New Challenges Emerge in 2026

Key Drivers for 2026

Security Selection Over

Sector Positioning Policy Wildcards
BI View: BI View: BI View:
The historic dispersion Evolving housing and Mortgage bankers and
across mortgage-backed financial policies, including servicers focused on
security coupons and sectors affordability measures, recapture technology are
offers investors more possible GSE privatization boosting refinancing
opportunties to differentiate and shifts in Federal Reserve responses and increasing
performance. policies and priorities, may MBS convexity risks.

create exogenous shocks
affecting MBS performance.
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GSE MBS Buying Pulled Spreads Rapidly Tighter
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Coupon Stack Offers Wide Range of Risk/Reward Profiles
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Strong Specified Pool, CMO, Non-Agency Issuance Expand Options
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Refinancing Sensitivity Curves Are Steep — And Getting Steeper

Worst-To-Deliver (W2D) S-Curves For Peak Months (6-30 Loan Age)
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Prepay-Protected Premiums Stand Out on Efficient Frontier
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What’s Next For MBS CMOs After Banner Year?

O_rigination May Stay Elevated; Mix May Shift As Curve Steepens

Record Year For GNMAs, Floaters
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Fixed-Rate Issuance Exceeded Floaters In December
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Steeper Yield Curve Driving Structural Innovations

_Example: Mandatory Redemption Bond Backed by 7/6 ARM
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Interest Rate-Contract Classes Offsets Declining Floater
Caps
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Call Protection Is Getting Creative as Rates Fall, Refis Rise

Loan Level Decomposition May Further Tailor Risk/Reward Profiles

Majority of 2025 CMOs Were
Backed By Specified Pools
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Disclaimer

Bloomberg Intelligence is a service provided by Bloomberg Finance L.P. and its affiliates ("Bloomberg"). Bloomberg is not an officially recognized credit rating agency in any
jurisdiction, and customers should not use or rely on Bloomberg Intelligence to comply with applicable laws or regulations that prescribe the use of ratings issued by accredited or
otherwise recognized credit rating agencies. Bloomberg Intelligence, including Credit and Company research, may not be available in certain jurisdictions.

No aspect of the Bloomberg Intelligence service is based on the consideration of a customer's individual circumstances. Customers should determine on their own whether they
agree with Bloomberg Intelligence. Bloomberg Intelligence should not be construed as tax or accounting advice or as a service designed to facilitate any Bloomberg Intelligence
customer’s compliance with its tax, accounting, or other legal obligations. Bloomberg believes that the information it uses in Bloomberg Intelligence comes from reliable sources
but does not guarantee the accuracy or completeness of the information contained in Bloomberg Intelligence, which is subject to change without notice, and nothing in this
service shall be construed as such a guarantee. Employees involved in Bloomberg Intelligence may hold positions in the securities analyzed or discussed on Bloomberg
Intelligence.

Bloomberg makes no claims or representations, or provides any assurances, about the sustainability characteristics, profile or data points of any underlying issuers, products or
services, and users should make their own determination on such issues.

The data included in these materials are for illustrative purposes only. The BLOOMBERG TERMINAL service and Bloomberg data products (the “Services”) are owned and
distributed by Bloomberg Finance L.P. (“BFLP”) except (i) in Argentina, Australia and certain jurisdictions in the Pacific islands, Bermuda, China, India, Japan, Korea and New
Zealand, where Bloomberg L.P. and its subsidiaries (“BLP”) distribute these products, and (ii) in Singapore and the jurisdictions serviced by Bloomberg’s Singapore office, where
a subsidiary of BFLP distributes these products. BLP provides BFLP and its subsidiaries with global marketing and operational support and service. Certain features, functions,
products and services are available only to sophisticated investors and only where permitted. BFLP, BLP and their affiliates do not guarantee the accuracy of prices or other
information in the Services. Nothing in the Services shall constitute or be construed as an offering of financial instruments by BFLP, BLP or their affiliates, or as investment advice
or recommendations by BFLP, BLP or their affiliates of an investment strategy or whether or not to “buy,” “sell,” or “hold” an investment. Information available via the Services
should not be considered as research analysis or research recommendation or an opinion concerning any financial products or securities or entity or as information sufficient
upon which to base an investment decision. The following are trademarks and service marks of BFLP, a Delaware limited partnership, or its subsidiaries: BLOOMBERG,
BLOOMBERG ANYWHERE, BLOOMBERG MARKETS, BLOOMBERG NEWS, BLOOMBERG PROFESSIONAL, BLOOMBERG TERMINAL and BLOOMBERG.COM. Absence
of any trademark or service mark from this list does not waive Bloomberg'’s intellectual property rights in that name, mark or logo. All rights reserved. © 2026 Bloomberg.
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