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Some Movement Down the Distressed Market Funnel

Two-year high in SDQ inventory in Q4 2024.

SDQ inventory has exceeded pre-pandemic levels for two consecutive quarters after declining for 13 consecutive quarters
But foreclosure inventory still at just 67% of pre-pandemic levels, and foreclosure BTA at just 36% of pre-pandemic levels
But foreclosure starts have increased annually by double-digit percentages for four consecutive months according to ICE
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Foreclosure auction volume jumps 20 percent to 6-quarter high in Q1 2025 Confidential & Proprietary

* Increase of 4 percent from year ago nationally, still at 49% of Q1 2020 level.
* Volume up annually in 26 states led by Arizona, Utah, New Hampshire, Kansas and Texas
* VA volume spikes 104 percent annually following moratorium end, GSE up 8 percent, FHA up 5 percent
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Recent vintages accounting for rising share of FHA, VA SDQ inventory Confidential & Proprietary

Highlights

* MBA data shows 36% of all SDQ inventory in Q4 2024 came from 2020+ vintages, a much higher share for FHA (48%) and VA (61%)

e That share is climbing, up from 32% in the previous quarter for all loans and up from 44% for FHA and 58% for VA in the previous quarter
* MBA data also shows that FHA accounted for 36 percent of all SDQ inventory in Q4 2024, and VA accounted for 11 percent

Q4 SDQ Inventory by Vintage Group and Loan Type
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*Subset of filings where loan and equity data were available
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Recent vintages have less equity Confidential & Proprietary
Highlights

* Overall, most properties with a foreclosure filing in Q1 2025 have ample equity. Only 13% have marginal equity (less than 10%) or are underwater
e Butthatisup from 11% in the previous quarter

* And 36% of Q1 2025 foreclosure filings on 2022+ purchase vintages have marginal or negative equity, up from 31% in the previous quarter

e 2022+ vintages account for 26 percent of all Q1 2025 foreclosure filings, 2020+ vintages account for 44 percent

Equity Profile of Q1 2025 Foreclosure Filings
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*Subset of filings where loan and equity data were available



Further eroding of the equity cushion a consequence of aggressive loss mitigation policy

Partial Claim Impact on Equity
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Source: Auction.com analysis of public record data 18
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Highlights
* Home price appreciation has slowed from a peak
of 19% in 2022 to less than 5% to end 2024

* Partial claims are eroding equity by an average of
$27K, and 13% of properties with partial claims
have marginal equity or are underwater

* 50% of properties with partial claims on 2022+
vintages have marginal equity or are underwater,
and these properties account for 15% of
properties with partial claims



Why equity matters: less equity would increase roll rate from foreclosure inventory to foreclosure auction
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Highlights

* Home equity hit record $35.3 trillion in Q2 2024
and came down slightly to $34.9 trillion in Q3
2024 (most recent data)

e Estimated loan-to-value (inverse of equity) for
properties scheduled for auction on
Auction.com tracks closely with the rate at
which those properties go to auction (BTA)

¢ But scheduled auction LTVs have started to
plateau, increasing on a month-over-month
basis in three of the last six months



» Strong negative correlation between home retention actions as share of SDQ inventory (from FHFA) and the FCL inventory/SDQ Inventory rate
If we see home retention activity slow down, we would expect to see a higher roll rate from SDQ to foreclosure inventory

70.00%

60.00%

50.00%

40.00%

30.00%

20.00%

10.00%

0.00%

Why policy matters: less loss mitigation would increase roll rate from SDQ to foreclosure
Highlights
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Sellers expect slight rise in foreclosure volume in 2025, highest delinquency risk from exhausted loss mit Confidential & Proprietary

* Last year survey respondents ranked rising insurance and property taxes as biggest delinquency risk

2025 Foreclosure Volume Trend What represents the most risk for higher
Expecations delinquencies in 20257
Foreclosure Starts Completed Foreclosure Auctions
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0, (o]
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Decrease 5% or more 2o Rising costs (inflation) 13%
(o)

Source: Seller survey at 2025 Disposition Summit
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Some possible scenarios for foreclosure volume through 2026 Confidential & Proprictary
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Sales Rate: continued rise in retail inventory continues to be a sales rate headwind Confidential & Proprietary

140K Retail Housing Inventory Continues to Rise
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e Among major markets, biggest increases in Las Vegas, Denver, San Diego, DC, Sacramento, Los
e March inventory up 5% MoM, up 28% YoY Angeles, Knoxville, Tucson, Inland Empire, Charlotte
e 5% below March 2020 level e Smallest increases in NYC, Detroit, Minneapolis, Chicago, Pittsburgh, El Paso, Kansas City,
e 20% below March 2019 level Cleveland, New Orleans and Fort Walton Beach
e ADC sales rate uptick in March is impressive in face of this headwind e ADC sales rate heat map for Q1 shows similar pattern, with YoY sales rate decline in Southeast

23 and Midwest, and rise in Northeast and Rust Belt



Sales Rate: price cut rate accelerates in March, another headwind for sales rate Sl e prom

Confidential & Proprietary

Price Reductions Start Year at Nine-Year Highs
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Source: Realtor.com
e 59% of markets saw the share of price reductions rise YoY in March

*  33.9% price cut rate in March at a nine-year high for March, *  Biggest YoY increases in Raleigh, Chicago, Sacramento, Las Vegas, Sacramento

*  Second straight month with price cuts at a nine-year high »  Biggest YoY decreases in Des Moines, Memphis, OKC, Fort Walton Beach, Baton Rouge

*  Bid-ask spread at foreclosure auction in March widened to a five-month high of e 59% of ADC markets saw YoY decline in winning bid-to-value ratios in Q1, but the pattern did not
7 points, and we often see a dip in sales rate after a rise in bid-ask spread 24 follow as closely to the retail inventory price cut pattern





