s COMPASS POINT

RESEARCH & TRADING, LLC

February 25, 2013

| saac Boltansky
202.534.1396

iboltansky @compasspointllc.com

Weekly Washington Update

Washington Policy Summary and The Week Ahead - February 25, 2013
Highlights

e Bernankeon the Hill. Federal Reserve Chair Ben Bernanke will go to Capitol Hill to deliver his semiannual Humphrey-Hawkins
monetary policy testimony. He will first testify before the Senate Banking Committee (Tuesday at 10:00am) and then the House
Financial Services Committee (Wednesday at 10:00am). Given that “Fed Speak” has been particularly perplexing recently (even
by Fed standards), Bernanke' s testimony on Tuesday will be the marquee event of the week. We expect Bernanke to reaffirm his
commitment to the Fed' s extraordinary measures. Simply put: the composition of the Fed’ s policymaking arm, the FOMC, remains
decidedly dovish and we expect its current policies to continue unabated at least through 2013. We do not believe that the recent
focus on the Fed' s eventual exit strategy, as detailed in the latest FOMC minutes, is indicative of a near-term shift in policy. We
expect Bernanke' s testimony to serve as policy clarifier given the conflicting nature of recent Fed commentary and, most notably,
as areminder of the Fed’s commitment to QE.

e Sequester ThisWeek. Congress returnsthisweek to take one more shot at avoiding the budget sequester which is scheduled to take
effect on Friday. All eyeswill turn to the Senate given that a deal will need to be made in that chamber before the House will move.
We believe this last-ditch attempt will fail and that the sequester will go into effect on March 1 as scheduled. Our conversations
continueto illustrate the lack of urgency regarding this subject on Capitol Hill. Lawmakers are willing to trip the sequester and then
spend March trying to formulate a deal. In our view, thiswill result in a brief government shutdown on March 27 when the most
current continuing resolution expires. The politics of this situation must get worse before they can get better.

e Senate Banking Looking at the FHA. The Senate Banking Committee will hold a hearing on the FHA on Thursday at 10:00am.
The committee will hear the testimony of outside experts from organizations such as the National Association of Realtors and
Mortgage Bankers Association. The issue of FHA reform remains a focus on Capitol Hill in 2013. The House Financia Services
Committee has already held two hearingsthusfar and intendsto hold at least one morein the next month. It isbecomingincreasingly
clear that House Republicans are focused on mandating fundamental changes to the agency’ s mission, which lessens the likelihood
of aFHA reform bill in 2013. Furthermore, FHA Commissioner Galante’ s testimony guided toward the FHA not needing a bailout
from Treasury in FY 2013, which removes a potential catalyst for legislative action.

e TheWeek Ahead. Asdetailed in our calendar on page 2 of this document, the week ahead will be abusy one. We will be watching
the Bipartisan Policy Center’s presentation of its new housing finance report on Monday at 11:00am. Tuesday will start with the
release of both the FHFA and S& P/Case-Shiller indices at 9:00am. Following that, eyes will turn to Capitol Hill as the Senate
Finance Committee will vote on Jack Lew’s nomination to be Treasury Secretary and Ben Bernanke testifies before the Senate
Banking Committee. Late that afternoon the CFTC will hold a roundtable discussion on LIBOR which we expect will largely echo
Chairman Gender's comments last week. Gensler will then go to the Hill on Wednesday to testify before the Senate Agriculture
Committee. On Thursday the FRBNY will release its Q4 2012 Household Debt and Credit Report. This report is widely watched
on Capitol Hill and by regulators. Once again, we believe the story that emanates from this report will be the steady increase of
student debt outstanding (and delinquencies). And, finally, the week ends with the budget sequester deadline. Please see page 2
for a detailed calendar for the week ahead.

See Important Disclosures on page 4 of this report.
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The Week Ahead in Washington Policy (February 25 - March 1, 2013)

11:00am: The Bipartisan Policy Center holds
a public event for the release of its housing
finance report.

5:00pm: Acting Treasury Secretary Neal
Wolin delivers remarks in Chicago.

7:00pm: Dennis Lockhart (Dovish, Non-FOMC
voter) delivers a speech at the University of
Tennessee.

Tuesday

9:00am: S&P/Case-Shiller and the FHFA
home price indices for December 2012.

10:00am: Conference Board's consumer
confidence reading for February.

10:00am: Ben Bernanke testifies before the
Senate Banking Committee.

10:00am: New Home Sales (January).

10:00am: Senate Finance Committee votes
on Jack Lew's nomination and holds a
hearing on the budget.

10:00am: A House subcommittee holds a
hearing on compensation at TARP firms.
SIGTARP will testify.

10:30am: Senate Budget Committee holds a
hearing on the 10 year budget.

1:00pm: The CFTC holds a roundtable on
LIBOR.

February/March 2013
Wednesday

7:00am: Weekly mortgage applications.

8:30am: Durable Goods Orders data for
January.

10:00am: Ben Bernanke testifies before the
House Financial Services Committee.

10:00am: Pending Home Sales Index for
January.

10:00am: The Heritage Foundation holds an
event focusing on the Dodd-Frank Act's
impact.

2:00pm: House Armed Services Committee
holds a hearing on the sequester's impact on
defense.

2:30pm: Gary Gensler, head of the CFTC,
testifies before the Senate Agriculture
Committee.

Thursday

8:30am: Weekly unemployment claims.

8:30am: Q4 GDP (second estimate) release.

9:00am: House Judiciary Committee holds a
hearing on the impact of regulations on
business.

10:00am: Senate Banking Committee holds a
hearing on the FHA and will hear testimony
from NAR and MBA.

10:00am: The Joint Economic Committee
holds a hearing on the state of the U.S.
economy.

11:00am: The FRBNY will release it Q4
Household Debt and Credit Report.

12:30pm: Sarah Bloom Raskin (Dovish, FOMC
voter) delivers a speech at the Banking
Outlook Conference.

Budget Sequester Deadline

8:30am: Personal Income and Outlays for
January.

9:55am: University of Michigan Consumer
Sentiment Index (final) for February.

10:00am: ISM Manufacturing Index for
February.

10:00am: Construction Spending data for
January.

12:30pm: Charlie Evans (Dove, FOMC voter)
delivers a speech at the CFA Society of lowa's
annual dinner.

10:00pm: Ben Bernanke delivers a speech in
San Francisco on the impact of low interest
rates.

Source: CQ, Financial Times, Calculated Risk, American Bankers Association, Bloomberg, Compass Point

Color Key
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TheWeek in Review (February 18 -

22, 2013)

Compass Point introduced a biweekly
Mortgage Market Monitor. We hope to
detail meaningful trendsin the market as
well asdevelopmentsin both thelegislative
and regulatory spheres.

There has been renewed chatter about
potential G-Fee increases from the FHFA.
Weexpect a20basispoint increasein 2013.

Nevada took a meaningful step towards
interstate poker, further highlighting the
potential impact of the state-by-state
strategy theindustry isusing.

The CFPB has reportedly sent letters to
banks about their auto lending practices.

This report will give a summation of what is happening in the mortgage market, from movements in primary-secondary spreads to
mortgage origination volumes and market capacity indicators. We believeit isimportant for investorsto keep track of these key indicators
inorder to make educated near-term and long-term decisions surrounding the mortgage market'simpact on equities. We planto publish this
report bi-weekly and provide one-off updates on any key itemsthat are of particular focus. In addition, we will also provide Washington
policy updates. Considering the future of mortgage finance will be shaped by the decisions on Capitol Hill and within the administration
over the next couple of years, it isimportant investors stay in front of any key legislation or new regulation.

Please see here for the complete report.

On February 19, Inside Mortgage Finance published an article stating that one former GSE official expected a 50 basis point increasein
the G-Feethisyear. We believe that the conservator of the GSEs, the Federal Housing Finance Agency (FHFA), will continue increasing
G-Feesin 2013 but expect the increase will be ~20 basis points. A more dramatic increase would focus unwanted attention onthe FHFA's
efforts in the near-term and would break with the agency's methodical approach thus far. We detail below the existing landscape for G-
Fee increases as well as the continuing concern surrounding the FHFA's state-level proposal.

For more details, please see our note titled: “ GSE G-Fee Increases Expected in 2013 but Not a Doubling of the Fee."

On February 21, Nevada passed a measure which makes it the first state to approve interstate gambling. Thiswill allow Nevadato enter
into compacts with other states which have passed interactive gaming laws in order to create a broader customer base. We view this as
an important step in the state-by-state strategy online poker proponents have embraced since efforts on the federal level failed to gain
the necessary traction at the end of 2012.

For more details, please see our note titled: “Nevada Takes Important Step Towards I nterstate Poker.”

Bloomberg reported that the CFPB has sent letters to at least four banks regarding potentially discriminatory auto lending practices. The
article did not name the specific banks that received these letters. Instead, the article detailed the CFPB’ s concern that these institutions
have violated the Equal Credit Opportunity Act (ECOA), alaw from the early 1970s aimed at banning discrimination in lending. The
issueiswhether “ dealer markup” —a practice where the dealer chargesthe borrower ahigher rate than the bank quoted —isdiscriminatory.
We believe the CFPB’s authority in this instance is noteworthy. The Dodd-Frank act expressly provided a CFPB carve-out for auto
dealers. For thisreason, the CFPB’ s use of its bank supervisory authority aswell asthe ECOA demonstrate the bureau’ srelatively narrow
authority over the industry. The CFPB is concerned that banks have been expanding too rapidly into subprime auto financing markets
and by sending these |etters they are able to send aregulatory warning to that effect.

Isaac Boltansky | 202.534.1396 | iboltansky @compasspointllc.com
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| mportant Disclosures

Analyst Certification
I, Isaac Boltansky, hereby certify that the views expressed in this research report accurately reflect my personal views about the subject securities or issues. | further certify that | have not received direct or indirect compensation
in exchange for expressing specific recommendations or views in this report.

Coverage Universe Investment Banking Relationships
Rating Number Percent Rating Number  Percent
Buy 48 42 Buy 10 21
Neutral 64 56 Neutral 1 2
Sell 3 3 Sl 0 0
Total 115  100% Total 11 100%

* Percentage of Investment Banking Clients in Coverage Universe by Rating

Owner ship and Material Conflicts of I nterest

Ratings, Coverage Groups, and Views and Related Definitions

Theinformation and rating included in this report represent the long-term view as described more fully below. The analyst may have different views regarding short-term trading strategies with respect to the stocks covered by the
rating, options on such stocks, and/or other securities or financial instruments issued by the subject company(ies). Our brokers and analysts may make recommendations to their clients that are contrary to the recommendations
contained in this research report. Such recommendations or investment decisions are based on the particular investment strategies, risk tolerances, and other investment factors of that particular client or affiliate. From time to
time, Compass Point and its respective directors, officers, employees, or members of their immediate families may have along or short position in the securities or other financial instruments mentioned in this report.

Buy (B), Neutral (N), Sell (S) - Analysts recommend stocks as Buys or Sells for inclusion on the firm’s recommended list. Being assigned a Buy or Sell on the recommended list is determined by a stock's absolute total rate
of return potential, which includes potential or projected dividends. Any stock not assigned as a Buy or a Sell is deemed Neutral. A Buy (B) represents atotal rate of return potential of 15% or greater on a 12-month horizon.
A Neutral (N) represents atotal rate of return of -15% to +15% on a 12-month horizon. A Sell (S) represents a total rate of return at or below -15% on a 12-month horizon. Conviction Buy and Sell lists represent investment
recommendations focused on either the size of the potential return, the likelihood of the realization of the return, or the time to realization of the return.

Return potential represents potential and projected dividends and the price differential between the current share price and the price target expected on a 12-month time horizon associated with the price target. Price targets are
required for all covered stocks. The return potential, price target and associated time horizon are stated in each report adding or reiterating an Recommended List membership.

Not Rated (NR): The investment rating and target price have been removed pursuant to Compass Point policy when Compass Point is acting in an advisory capacity in a merger or strategic transaction involving this company
and in certain other circumstances. Rating Suspended (RS): Compass Point Research has suspended the investment rating and price target for this stock, because there is not a sufficient fundamental basis for determining an
investment rating or target. The previous investment rating and price Compass Point has suspended coverage of this company. Not Covered (NC): Compass Point does not cover this company. Not Available or Not Applicable
(NA): Theinformation is not available for display or is not applicable. Not Meaningful (NM): The information is not meaningful and is therefore excluded.

Global Disclaimer

Compass Point Research & Trading, LLC expects to receive or intends to seek compensation for investment banking services from the subject company(ies) in the next 3 months.

The research analyst(s) named in the certification above receives compensation based upon various factors, including, but not limited to, the quality and accuracy of research, client feedback, competitive factors, and overall
firm revenues, which include revenues generated by Compass Point Research & Trading, LLC's investment banking activities.

Thisreport is based upon public information that Compass Point Research & Trading, LLC and the research analyst named in the attestation above assume to be correct.
Assumptions, opinions, forecasts, and estimates constitute the research analyst’s judgment as of the date of this material and are subject to change without notice. The research analyst’ s judgments may be wrong.
Neither Compass Point Research & Trading, LLC nor its affiliates, nor the research analyst, are responsible for any errors, omissions, or results obtained from the use of thisinformation.

Past performance is not necessarily indicative of future results.
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The securities and/or financial instruments mentioned in this research report, and the trading strategies related thereto, may not be suitable for all investors. Y ou must consider your specific investment goals and objectives prior
to transacting in any security or financial instrument. Consult with your financial advisor before making any transactions or investments.

© Compass Point Research & Trading, LLC 2013. All rights reserved. Reproduction or quotation in whole or part without permission is forbidden.
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