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This summary is aimed to provide our insight into the Mortgage Servicing Rights (MSR). 

 	2022 Mortgage Market Conditions 
US interest rate markets were extraordinarily volatile in 2022, even by recent pandemic standards, with the 10-year treasury trading in a 250-bps range – the range itself being wider than the absolute level of the 10y to start the year. Rates peaked in early November at almost 4.25% before rallying to end the year around 3.75%. Both the absolute increase in rates of 225 bps YoY and the volatility resulted in a massive increase in the current 30y fixed rate mortgage coupon. Starting the year around 3.25% - deliverable into 2.5 par coupon MBS securitizations – rates peaked in early fall, actually before the peak 10y Treasury rate, at over 7.5% for the average conforming offer rate – rates not seen since 2009. Importantly, the last time rates were that high, substantial portions of the conforming eligible housing market still had some refi incentive; FHLMC now estimates that less than 2% of homeowners, representing less than 1% of total US mortgage balances, have a refinancing incentive at current levels. Moreover, rates are not coming down, with conforming rates still caught in a range around 6.5% to 7.0%. The curve inversion and rapid increase in Fed Funds rates has also eliminated a tradition rate management vehicle seen in past rate cycles, the flip into 3/1 and 1/1 ARM product. With the 3m-10y spread at -100 bps as of early January, ARM products are even more expensive than 30y conforming product. The result: a massive extension of MBS duration across all pre-Q1 2022 vintages, as prepayments cratered. Some 2022 on the run pools are seeing prepayment rates lower than what would typically be experienced due to home sales and “life events” as borrowers seek to hold onto the last vestiges of “free money” in the mortgage market for as long as possible. Home sales have dropped – still, however, largely due to supply issues – as new home affordability has become more challenging for borrowers.



2022 MSR Performance 
GIM’s initial purchase funded a pool of servicing rights from mostly 2020 vintage loans with a weighted average coupon (WAC) of 2.74%, one of the lowest WAC pools that traded in 2021. We anticipated slower prepayments than average, but as current coupons soared, prepayments fell to the lowest I’ve seen in my career, including September and October in which the number of payoffs was in the low single digits within a 4000-loan pool. The result was a massive extension in expected cash flows, and a resulting markup on the market value of the pool. While we are still calculating final YE returns, performance for 2022 was driven both by greater than expected cash flow from slow prepayments, and more significantly, from an almost 30% increase in expected NPV of future cash flows due to the extension. Note significantly that we do not expect this performance to be repeated in 2023, but we also see no signs of giving back any of the valuation adjustments, as the low WAC of our pools remains nearly 400 bps in the money to borrowers, and home price appreciation in our core US Southeast and Midwest markets largely do not enable home “flipping” into newer, much higher coupon mortgages and house prices. We expect 2023 performance to be solidly in the 10-12% range, in line with our pricing of the original pool purchases in 2021 and 2022, but on a higher valuation basis due to the market “adjustment” which occurred in our favor in 2022.
2023 Trends 
MSR valuations have largely been shocked, and market activity has been muted as a result. For those servicers who had purchased servicing on the pre-2022 low WAC origination vintages, valuations have been friendly, and it has alleviated pressure on non-bank servicers as the higher valuations allow for greater advance rates on leverage facilities. Grander’s acquisition model, however, is focused on bank originators who acquire MSRs via retail loan origination in their branch and local footprints. Banks are preparing for potential recession conditions in 2023 and 2024 and for potential losses in core commercial real estate markets, where pandemic disruptions to office and retail portfolios continue to roil both valuations and forward project activity. These midsize and smaller banks see the increase in the value in their MSR portfolios as a double-edged sword: while obviously being attractive economically, by growing in value they require more Tier I capital to support the asset. Thus, selling the MSR to a friendly buyer who does not want to acquire the customer or compete in other bank products becomes a particularly attractive capital source to these banks, and in our conversations, we see this dynamic playing out actively in 2023.







Portfolio Stratification as of 3/31/23
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About Grander
Grander was founded in 2017 out of the collaboration of two forward thinking entrepreneurs, Robert Williams, and Curtis Whitaker. Combined they bring 60+ years of banking and capital markets experience with the goal of delivering consecutive and compelling returns in Mortgage Servicing Rights (MSR) space. Grander’s investment strategy is managed by a dedicated and seasoned team focused on Mortgage Servicing Rights. Investment decisions are driven by our disciplined research and due diligence process. We pursue unique sourcing of MSR’s to deliver investment opportunities to our clients that are not readily available to the broader markets. Through our disciplined and omprehensive research process and risk management, we seek to generate compelling risk adjusted returns. 




Please contact your Grander representative should you have questions or if you would like any additional information. Our investor relations Team can be reached at (424)-278-9060.   


If you are not the intended recipient, you are strictly prohibited from disclosing, copying, distributing or using any of this information. If you received this communication in error, please contact the sender immediately and destroy the material in its entirety, whether electronic or hard copy. Confidential, proprietary, or time-sensitive communications should not be transmitted via the Internet, as there can be no assurance of actual or timely delivery, receipt and/or confidentiality.
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Grander’s current MSR portfolio is geographically well diversified

The strati

cation tables below illustrate the high quality of Grander’s MSR portfolio

Ave. Bal Avg. Bal.
Total _(Actual) B SofTotal (Actual) P8I . Rate_FicO

Cur/1290ays 13660 $3512525 99.8% $257139 $17839 $7.355 3.02% 763[<e0 2 s145 - smay S % % S0 288% 7%
3059 Days. 5 4807 01% 320462 3 u s.02% 714 |60-119 164 18,795 05% 114606 238 57 7 208 277% 760
60-89 Days. 1 28 00% 289,02 1 1 2ss% 788 |120-179 2164 401636 114% 187330 3235 952 05 35 257% 768
90-119 Days. 3 1,006 00% 335170 s 3 3 1 363% 718f[1s0-239 674 137,7% 39% 2044a6 860 314 1219 298% 767
120+ Days 3 26 00% 9569 2 1 7 () 256% 59| |2a0-299 28 eese7 9% 216198 349 163 7 s s2s% 762
FeaBK 3 a8 00% 149168 2 o 6 (6) 3.18% 632||s00-360 10393 2894399  822% 278495 13187 5885 913 19897 3.08% 762
GrandTowl __ 13685 53519360 100.0% $257,169 17874 $7372 SOG4 25437 300% 763|[Grand Total 13,685 53519360 100.0% 257,169 517674 57,372 _SLOBA 525,437 _3.02% 763

Avg. Bal.
%of Total _(Actual)

3585 $099%2  259% $253833 S4653 $2369  SS19  $6819 7% 758

<20 7 $1015  0.0% $145,007 $9 3 0 $14 188% 1835 524075 149% 285509 2588 822 52 2382 3.07% 766
20225 51 8838 03% 173285 7 ) B 64 2.08% 1239 4337 124% 351391 218 760 16 3973 3.03% 76
22525 624 134876 38% 216147 999 311 54 1111 233% 887 277476 79% 312825 1374 545 18 219 275% 77
25275 2367 605458 17.2% 255791 3361 1303 175 4612 257% 877 17838 51% 203338 923 504 139 1355 3.25% 759
27530 5370 1407811 400% 262162 6622 2795 431 9,491 284% 661 155295 4% 2839 7% 281 a7 841 2.00% 761
3.03.25 1366 383028 109% 280401 1791 697 127 2450 3.04% 533 128,39 37% 260892 63 152 4 724 297% 761
32535 546 130643 37% 239272 662 262 50 932 3.33% a0 92,568 26% 20400 433 22 £ 750 3.02% 757
35375 1480 380,834 108% 257361 1305 816 4 2879 357% 23 66,844 19% 27507 336 124 7 431 3.08% 769
37540 1729 431978 123% 209842 2272 1,084 129 3599 3.84% 21 56,601 16% 256114 295 8 8 27 296% 765
4.04.25 145 34821 10% 240143 181 81 16 246 4.00% 741[others 3184 694412 197% 218054 3,687 1,449 175 5145 2.86% 764

GrandTotal ___ 13,685 _ 53,519,360 100.0% $257,169 S17,874 57,372 _SL084 25437 3.02% 763||Grand Total _ 13,685 _ 33,519,360 __ 100.0% $257,169 $17,874_S7,372__SL084_ 25,437 _3.02% 763





