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Disclosures

Important disclosures can be found at the end of this presentation.
**Not to be used in lieu of full research report**

This document was prepared on February 22, 2016.

This document is provided on a confidential basis for the sole use of the recipient and may not be
modified or forwarded without the approval of FBR. The information is provided for illustration
purposes only and does not represent a recommendation or solicitation to buy or sell any security or
an endorsement of any particular investment strategy.

Research is provided by FBR Capital Markets & Co. Please see complete FBR Research reports
concerning the subject issuers.

All graphics/tables/photos/charts from company Web sites, FBR Research, and various Web sites.
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Industry Overview
» Increased regulation and prolonged low rates has investors asking if banks as a

group can make an adequate return on their capital

» Dodd-Frank, Consumer Financial Protection Bureau (CFPB), underwriting
guidelines, servicing guidelines, Comprehensive Capital Analysis and Review

(CCAR) and Dodd Frank Act stress tests leave significant regulatory burden

» Basel lll has a meaningful impact on the amount of capital banks have to hold

and limits mortgage servicing right (MSR) capital treatment
» Increased regulatory oversight
— Washington has a greater say in the way financial institutions operate than ever

before
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Majority of Assets in Select Few, Returns Better but Still Less than
Ideal at Smaller Institutions

Total Assets and Median Returns on Equity per Category
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Existing Valuations Not Necessarily Unreasonable

FYO01 Price/Earnings Ratio versus Historical Averages
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M&A Role — Are Investors Increasingly Capturing Upside Prior to
Merger Announcement?

Average Bank Purchase Multiples over Time (Price / Tangible Book Value)
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Originations Boomed, Recent Pace is Sustainable Given Size of
Housing Market

Many investors plotting the demise of refinancings have been wrong the past couple of

years.
Size of housing market debt more than supports existing origination market size relative to
history. Total Market Originations
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Purchase Originations Have Recently Gained Momentum
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Jumbo Mortgage Originations As a % of Total Market Volume
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Expensive Home Sales Growing Faster than Lower Priced Home
Sales

Home sales growth skewed to higher end buyers throughout 2015

Percentage Change in Sales Year-over-Year by Price Category
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Industry Risks

Forecasting the future is a perilous endeavor. The pace of future economic growth and the level of
interest rates in the future may turn out to be either higher or lower than the forecasts presented
herein.

Commentary, predictions, and opinions expressed herein regarding the future direction of financial
indicators or markets are, by nature, speculative and uncertain. Actual outcomes may differ
substantially from the opinions herein expressed.

Earnings are sensitive to local economic, national, and international economic conditions. Economic
recession would tend to restrict asset growth while adversely affecting credit quality, with a negative
implication for future earnings and revenue growth.

Earnings and the market value of assets and liabilities are sensitive to changes in interest rates, to yield
curve shifts, and to interest rate spread relationships.

Operations are subject to regulation. Compliance costs can be material and can reduce earnings or
competitiveness with other financial services companies that are not regulated or are less regulated.
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General Disclosures

The commentary above is not a research report and does not contain information sufficient to form the basis for an
investment decision and does not represent research. The commentary is not intended to be used in lieu of a full research
report. Please see complete FBRC research reports concerning subject issuers. This commentary is for informational
purposes only and should not be construed as advice designed to meet the particular investment needs of any investor,
nor is it an offer or solicitation to buy or sell the securities mentioned herein nor is it an endorsement of any particular
investment strategy. This email may contain commentary and trade ideas that deal with predictions and forecasts
regarding, among other things, economic growth, credit market conditions, the labor market, interest rates, monetary
policy, the stock market. The predictions and opinions expressed herein are subject to change at any time. The
information contained herein was derived from sources we believe to be reliable, but we do not guarantee its accuracy or
completeness.

FBR is the global brand for FBR & Co. and its subsidiaries. This commentary has been prepared by FBR Capital Markets &

Co. (FBRC), a subsidiary of FBR & Co.. FBRC is a broker-dealer registered with the SEC and member of FINRA, the Nasdaq

Stock Market, and the Securities Investor Protection Corporation (SIPC). See for
important disclosures about FBR Capital Markets Research.
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1300 North 17th Street . Suite 1400 . Arlington, VA 22209

703.312.9500 T . 703.312.9501 F . www.fbr.com
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Boston
One International Place, Suite 1350 Boston, MA 02110
617.951.6900

Houston
Nine Greenway Plaza, Suite 2050 Houston, TX 77046
713.226.4700

El Segundo (Los Angeles)
2101 Rosecrans Ave., Suite 3270 El Segundo, CA 90245
424.367.5700

New York
299 Park Avenue, 7th Floor New York, NY 10171
212.457.3300

San Francisco
1 Embarcadero Center, Suite 2140 San Francisco, CA 94111
415.248.2900



