40 XET AXKHXEQN

KOs aoknon cvppetéxel pe 2,5% otov TeAko Badpd (to 2° oet ovppetexel pe 10% otov
TEAMKO Badpd)

AXKHYH 1

Noa e&nynoete T kivtpa OV dPacTNPLOTOOVV TIC TPAmEles 0TV AVATTVEN TOADTAELPOV GYECEMV
pe tovg oavellopevoug (Relationship Banking). H avdntoén tov oyxécemv avtdv Guvendystal TV
TaPOYN €K LEPOVG TNG TPATEING OTNV davel{OUEVN EMLYEIPNON 1] VOIKOKLPLO Ul GEPE amd TPoiovTaL
KOl DTN PECTLES.

1.A: Ilowa givat To 0QEAN TOL TPOKVTTTOLV Yo TNV TPATeL,;

Ot 1phmeleg mapdAinia égovv kivntpa yio va mpoPoldv 6 TOANGES OOVEI®V KOl TITAOTOWGELS
ATOTHoEMV TOVG (Kupimg daveimv).

1.B: Ilow givar Ta 00€AN Y1 T1g Tpdmelec mov oyetiovtot Le TG TOANGEL doveiwv;

L.I': [Tow elvan T 09éAN Yo T1g Tpdmeleg mov oyetilovTon LE TIG TITAOTOMGELS;

1.A: Eivon ovpPoatég v por tpanelo ot dpactnplodmreg omd v o, TAELPA NG KAAMEPYELOS
TOAOTAELPWV GYECEMV UE TOVG dOVEILOUEVOLG Kot omd TNV GAAN TG TOANONMG daveEI®V Kol TNg
nithonoinong; Iloteg katnyopieg melotdv (S0VEIOANTTAOV) €lval TPOTILOTEPES YO TNV KOAAEPYELL
OoY£0EMV KO TOLEG KATNYOpieg davelwv eival TPoTIOTEPES Y100 TOANGELS 1] TItAomomaels; Ymobéote
ot tpanela £yl cav okomd TV avénon g a&log g Tpog OPEAOG TV LETOYMV TNG.

ENAEIKTIKH AITANTHXH:

3.A. Ta 0péAn amd Tig oYEcelS KaANg mehateiog TV Tponel®V eivon emtypappotikd to e€Ng:

e Owovopieg @dopatog, 6tav 1 tpdmela TPocPEPEL TOKIMO OAANAEEAPTOUEVOV TPOIOVTWOV
(vMpeciav) otny enyeipnor. Meldvel To K6GTOg TaPOoyYNG Kot LEAVEL TO OQELOS TNG.
e  Meiwon Tov KvdLvoL avtifetng emthoyng Kot N81kol Kivdhvou TV TEAATOV TNG

3.B. ko 3.T". Ta 0@éAN amd 11 TOANGELS OAVEIDV KO TIG TITAOTOW|CELG:

AvEnon pevotdTTOg

Meiwon puOUIGTIKOV KEQAAOOKOV OTAITNCEDV

Meiwon ¢ €kBeong o€ motoTKo Kivovvo (16img dtav n TOANoT Yiveton ympic avoywyn)
AvENON €060mV amd TpounBeteg

Meiwomn g €kBeong oe Kivovvo avénong emitokiov

3.A. Ta tithomompéva davela cuveyilel va ta eEumnpetel n tpdmelo Tov ta dnpovpynoe. Avtibeta ot

TOANCELS daveimV pHe eky®pNomn omocvvoéovy v Tpdmelo mov To. ONUIOVPYNoE MO TOLG



daverommteg. Ot tpaneleg 0o TPOTIUNCOVV VO, KPATHGOLV GTOV IGOAOYIGUO TOVS OAVELD TEAATMV OO
TOVG OTO10VG TPOGAIOKOVY GLVEXEIC GUVOAAAYEG Ko Efvor Katd Kavova eepéyyvol. H dvvatdtnta mov
Tap€XoVV oTIg TPAmeles Ol TITAOTOMGELS TOVG EMLTPETOVY VAL YOPNYNOOLV VEQ dAVELD GE OLTOVS TOVG
TEAATEG A TOVG OTOIoVG avapEvouy TTeplocoTePa £€60d0a. H mmAnom davelwv, 10img TeEratdv pe
oLENUEVES OVAYKEG ETOMTELOG TOVG OMOGTEPOVY OO TNV TMOALTIUN cvvepyacia g tpdmelag otnv

Bloowun dwayeipion Tov ypéovg.

AXKHXH 2

Koakeiote va anopaciocete av Ba vrootnpiete 1 Oyt (amd onuavtikn BEon v onoia KATEYETE
otV Kevtpum Tpdmela 1 oty KvBépvnon) v Pondeta mpog v tpanela X n omoia KivovvevEL
va kotappevoet. H evdeyduevn katdppevon g opeileTal 6€ VITEPUETPOLS KIVODVOLS TOV avEANPE
N tpanela Ko e avtiEoeg owkovopkes eEehilels. Na eEetdioete kat tig 000 emthoyés: No kot Oyt
ILy. av emiéEete T0 Oyt oKeTeite TIG EVOEYOUEVES EMNTMOGELS GTOV TPATECIKO KAGOO Kot 6TV
YPNUOTOSOTNGN TNG OwoVOUKNG Opactnpotnroc. Av emdéEete Nou, okeopteite 6t 1 X Oa
avaAdfet iowg akdun peyoldtepovg Kivdhvoug kat ot dAdec tpameleg Oa tnv pmBovv. Metd v
avdAvon mov Oa TapovcldceTe va ThpeTe BEoT anévavtt 6To SIANLL.

Aglte 1o Katwtépw video mov apopd v Credit Swisse. EmiléEete PuBpicelg kot otoug ayyAikovg
VIOTITAOLG EMAEEETE GTO TTaPAOLPO OV Avoiyel AVTOHATN HETAPPACT] KOl 6TO VEO TTapaBupo
«EAAVIKa»

https:// www.youtube.com/watch?v=hxOP4pv3LKk

ENAEIKTIKH AITANTHXH:

O «vyteioy  tphmeleg, avtég dNAadN TOL YPNCUYOTOOVY GMOCTEG pebodoroyieg droyeipiomng
KIVOUVOV, 0AAL Kvduvehouv pe ypeokomio AOY®m eEmTepk®V duGpeEVDV eEelEewv, TpEmeL va
dwomlovtar. Tpdameleg ol omoieg avtifeta mapaPidlovv damotmpéva T1g cwotég pebodoroyieg
Juoxelptong KvduveOV TPEMEL VO, VTOGTOVV TIG GUVENEIEG TNG OTPATNYIKNG TOLS. Ot Kevrpikég
tpdmeleg opeilovv va yvopilovv v katnyopio otnv omoio avikel N kdOe tpdmela Kol Tovg
AGYOLS OV TNV 001 YOLV GTNV YPpeOKOTia Kol avardymg va mpdéet. Opldvtia pétpa dtlowong Oa
KATOANEOVY GE OKOUN LEYOADTEPT OVAANYT KIVOUVEOV €K pHEPOVS TV Tpome(®v. H moAitikn mwov
axolovOnoe N apepikavikn KT oy twpivi kpion eivol meptocOTEPO KOVTE GE QVTNV TNV TOALTIKY
o€ OYE0T LLE TNV TOMTIKY] TOL akoAoLOOnKke To 2008.


https://www.youtube.com/watch?v=hxQP4pv3LKk

AYXKHXH 3

Mopatifetor o 1woroyioudg g QMEIA BANK og exatoupivpla Evpm, pe tovg cuvieheotéc otdbuiong

o€ mapévieon:

Evepynrikd Yroypewoeig kot Ioa Kepdioia
Tapetokd drabéoipa (0%) 17 Kotabéoeig 187
Awrpanelikég katabéoelg OOXZA (20%) 25 Yrodeéotepa opdroya (5-11]) 2
Ymofnkikd ddvela karowiag (50%) 80 2OPEVLTIKO TPOVOLLOVYO

UETOYIKO KEQPAAOLO 2
Kotavoimtikd ddvela (100%) 75 "Tow kepdona 5

[IpoPréyeic yio emopateig amartioelg (1)

2HVOLO EVEPYNTIKOV 196 2 HVOLO VTTOYPEDCEMV KOl 196

I3iv Keporaiov

O1 GUVTEAECTEG TICTWTIKNG LETATPOTNG EYOVV MG EENG:

Eyyumrtucég emortoréc kang ektéheong: 50%, mpobeopiaxés ocvpfdoels cuvarddypatog 1-5 étn: 5%,

ovppaocelg avtaiiayng emrtokiov 1-5 £ 0,5%, cvppdoeig avrorioyrg emrokiov 5-10 étn: 1,5%.

To cwpevTikd TPOVOUIOVYO WETOYIKO KEQOAOO eivor emAéEO Kot oev €xel Kaboplouévn dldpkela.
Emumiéov, n tpdmelo d1a0étel eyyunTikég EMGTOAEG KOANG EKTEAEGNC GE VAl ONUOG10 opyavicpo a&iag € 20
€KOT., OleTNC Tpobeouiaxéc ovuPaocelg cuvarddyuotog agiog € 30 exat. Tov £yovv 1O TPAYLOTOTOUGEL
képdN (in-the-money) mocov € 1 ekot. kot cvuPdoelg avtoliayng enttokiov atiag € 250 sxat. e€aetong

SLpKELOG TOV EYOLV 10T TpoypaTomooel Cnuid (out-of-the-money) mocov € 2 exor..

A) Tow givar to otobpicuéva oTotyElo EVEPYNTIKOD EVTOG IGOAOYIGHOD NG TPATeloc GOUP®VO LE TOV

opopd g Zupeoviag g Baciielog;



B) oot mpémet va givar o1 deikteg, TV KooV Winv kepaiaiov (CET1), tov Bacikodv keporaionv (Tier
I) ka1 T@v cLVOMKOV GTOLXEI®V EVEPYNTIKOD EVTOG KOl EKTOC IGOAOYIGHOD, (oTE v BempnBel enapkmdg

KEQUAALOTONUEVN;

I') Av ayvoncovue 1o kKepolowokd amndbepa cuvtnpnong, N tpanelo dbétel apkeTd Ke@AAaLo Yo Vol
KoAOWEL TNG omouthoelg g Baotlelag Av Oy, mooa mpénetl vo gival Ta EAAYIOTO KO 1010 KEQAAaL
(CET1), Baowd kepdioo (Tier 1) ko cuvolikd xepdloio mov ypeldletarl yo. vo, KOADWEL OUTEG TIg

OTTOLTIOELG;

ENAEIKTIKH AITANTHXH:

BiBAio Saunders and Cornett, ked. 20° (Aoknon 28, ceAida 779, Pe TPOTIOTIORCELC)

A) >TaBulopéva oTolxeia evepynTIKoU EVIOC LOOAOYIOUOU:

Tapelaka dlabeoipa 0x17 = 0
Alatpamnelikég katabéoeig OOZA 0,20x25 = 5
YToOnkikd ddvela katolkiag 0,50x80 = 40
KatavoAwTtikd davela 1,00x75 = 75
2UVOALKA oTaBuLlopéva oTolXeia evepynTikoU =120 =120

B) Eyyuntikég emiotoAég KaAAg ekTtéAeong 20x0,50x 1,0 = 10 = 10

MpoBeoulakécg cupBdoelc cuvaldypartocg 1-5 €tn

MBavn €kbeon 30x0,05 = 1,5

Tpéxouoa €kBeon (KEpdnN, inthe money) = 1
2upBdacelg avtaAAayng ETILITOKIWY

MBavn €kbeon 250x0,015 = 3,75

Tpéxovoa €kBeon (Znpieg, Out-of-the money) = 0



2UVOALIKA OTABULOPEVA OTOLXEIO EVEPYNTIKOU EKTOC LOOAOYLIOPOU  =6,25x1,0 = 6,25

2UVOALIKA OTABULOPEVA OTOLXELO EVEPYNTLKOU, EVIOC KAl EKTOC LoOAoyLopoU = 136,25

CET1 6,13

Tier | 8,17

JUVOALKO amtaltoVpevo KedAAALo, e OTOLXElA eVTOC Kal EKTOC LlooAoylopol  =10,90

(THEg Twy dektwy CET1, Tier |, cuvoAlkS amtattoVPevo KePAAALo: 0TO TEAOC TNG oeAida 745 kal

Ttivakag 20-3)

N 'Oxt, n Tpamela dev £xel TA aAmapaitnTa kepdiaid yla va KaAUPEL TIC Amaltioelc KedhaAalaknc
eTApPKELAG TIov opilel N Baoleia. Xpelaletal keddlaia CET1 € 6,13 ekar., Tier | € 8,17 ekat. Kal
OULVOALKA Kedparala € 10,90 ekat. evw €xel CET1 €5 ekart., Tier | €7 ekat. (€ 5 ekat. CET1 ouv € 2 ekar.
ATO CWPEUTIKO TIPOVOULOUXO0 HETOXIKO KEdAAALO) Kal cUVOAIKA keddhaila €10gkat. (Tier | €7 ekat. cuv
€ 2eKkat. uttodegotepa opdAoya Aéyovtal subordinate debt cuv €1 ekart. poPAEPELg yLa eTlopaAeic
ATALTAOELC).

Edv n tpdmela exdmoet kepdrorwo CET1 € 1,1763 ekar. (givarn dwopopd €6,1763 - €5) ko €0,0587
eKaT. TpovoulovyeS petoyés, tote Oa £xet CET1 €6,1763 exar., Tier I € 8,235 exart. (€6,1763 exort.
CETI1 ovv €2,0587 gkat. GOPELTIKO TPOVOULOLYO LETOYIKO KEPAAMIO) Kol GLVOAKE Ke@AAao €
11,235 exat. (Tier I €8,235 exat. ovv €2 ekat. vrodeéotepa opodA0ya Aéyovton subordinate debt
ovv €1 ekat. mpoPAréyelg Yo emo@aleic anorthoelc). [TAéov 1 GuVOAMKNY Ke@OAOOKT endpKeLn
(€11,235 ekat.) vrepPaiver ot mov opilel n Baciieia (€10,98 ekat.). Tdte 0 vEOG 1IGOAOYIGUAC
Ba etvon wg e&ne:



Evepyntiko

Ymoxpewoelg katldia Kepdiaia

Tapelakd dlabgotua (0%) 18,235

Awatpaneldikeg katabeoelg OOZA (20%) 25

KataBsoslc 187

Yniode€otepa opoloya (5-eth) 2

YmoOnkikd ddvela katotkiag (50%) 80 ZWPEUTIKO TIPOVOHLOUXO

METOXIKO KEDAAALO 2,0587
KatavaAwTtikd daveia (100%) 75 10wa kepdAala 6,1763
MpoBAEYelg yla eilopaleic artattioelg (1)
2UVOAO evEPYNTIKOU 197,235 2UVOAO UTTOXPEWOCEWY Kal 197,235

[diwv kedaAaiwv

AXKHYH 4

‘Eoto o opdda evomdOnkov oteyostikdv doveinv 20-gtovg drdpketag kot agiog 100 ekat. Evpod pe ethoto

toKopepidlo 10% mov kotafdrieTon ava tpipnvo.
A) T1oon givor n Tpunvicio TAnpoun;

B) Ioteg OBa givar o1 amomAnpopés TOK®Y Kol KEQUAIOV ava TPIUNVO Y10, T0 TPMTO £T0¢ TV daveimv 100

exat. Evpo;

I') Na ovvtééete éva oyédo tpyunviaiov katafoidv CMO 20 etov (Collateralized Mortgage Obligation —
E&acpatiopéves EvomdOnkeg Ymoypedoels) ypnoomoldvios og e£0o@ilion v mopakdt® opdado
daveiov. H opdda £xet tpeig katnyopieg tithwv (Tranches). H Katnyopia A mpoceépet eldyiotn tpoctacio
amévavtt oty tpomAnpoun kot 1 Kammyopia I' v péyiom. H Kamyopia A vyovg 20 exat. Evpod
elompdrtel Tpnvicieg TAnpmpés pe etoto emtoxio 9%, n Katnyopia B dyovg 50 exat. Evpd eiompdrtet
Tpyunviaieg mAnpopég pe etoto emrokio 10% xor 1 Katyopia I' dwovg 30 ekat. Evpd eionpdrtet

TpNVIoies TANPOUES e eTolo emtokio 11%.



A) 'Eocto 611 10 kepdAaio dev £yl amooPeotel kol 0T dev vIapyovy TpomAnpmpéc. Tloeg Ba eivor ot
GUVOMKEG GUUPOVNIEVEG TAN poUES TOK®Y otV Katnyopia A; [Toleg Oa gival ot Gupeovnuéveg TANpOUES

TOKOV Kol KeQoraiov ava tpiunvo, g Katnyopioag A yia to pdto £10G;

E) Av katd t didpketa tov 1°° £toug 0 OepatopvAaKkag EITPAEEL Yio T0, SVO TPAOTO TPIUN VA, TANPOUEG
amo v opdda vyovug 10 ekat. Evpd ava tpipnvo, pe moo tpomo Ba diaveunbodv avtég ota dVo TpmTa

Tpiunves

ENAEIKTIKH AITANTHXH:

BiBAio Saunders and Cornett, ked. 26° (doknon 31 kat 32, ceAida 1010, Ye TPOTIOTIOLACELC)

Consider $100 million of 20-year mortgages with a coupon of 10 percent per year paid quarterly.

a. Whatis the quarterly mortgage payment?

There are 80 quarterly payments over 20 years. The quarterly mortgage payments are $100m =
PVAn=3o, k=2.5% X PMT => PMT = $2,902,60451 .

_ €100,000,000

=
PVA
gy — _€100,000000 _  €100,000,000  _ €100,000,000
- 1 T 1- 1 "~ 34.4518
™" 0.10\*2°
(1) (1+=)
T 0.10

m )



b. What are the interest and principal repayments over the first year of life of the mortgages?

(Fixed) Interest Principal Remaining
Quarter Balance Payment Payment Payment Principal

[a—y

$100,000,000  $2,902,604  $2,500,000 $402,604  $99,597,395
$99,597,395 2,902,604 2,489,934 412,669 99,184,725
99,184,725 2,902,604 2,479,618 422,986 98,761,739

w N

4 98,761,739 2,902,604 4,979,058 433,561 98,328,178




c. Construct a 30-year CMO using this mortgage pool as collateral. The pool has three
tranches, where tranche A offers the least protection against prepayment and tranche C
offers the most protection against prepayment. Tranche A of $50 million receives
guarterly payments at 9 percent per year, tranche B of $100 million receives quarterly
payments at 10 percent per year, and tranche C of $50 million receives quarterly

payments at 11 percent per year.

Tranche A Tranche B
Principal amount $20 million $50 million
Interest rate 9 percent 10 percent
Quarterly interest on
initial balance $450,000 $1,250,000

Quarterly amortization

Tranche C
$30 million

11 percent

$825,000

Total Issue
$100 million

10 percent

$2,525,000

$2,902,604




d. Assume non-amortization of principal and no prepayments. What are the total promised
coupon payments to the three classes? What are the principal payments to each of the
three classes for the first year?



Tranche A amortization schedule:

Interest Principal Remaining
Quarter Balance Payment Payment Payment Principal

1 $20,000,000 $827,604 $450,000 $377,604 $19,622,395

2 19,622,395 827,604 441,503 386,100 19,236,294
3 19,236,294 827,604 432,816 394,787 18,841,507
4 18,841,507 827,604 423,933 403,670 18,437,836

e. If, over the first year, the trustee receives quarterly prepayments of $10 million on the
mortgage pool, how are these funds distributed?



Interest Principal Remaining

Quarter Balance Payment Payment Payment Principal

1 $20,000,000 $10,827,604 $450,000 $10,377,604  $9,622,395

2 9,622,395 9,838,899 216,503 9,622,395 -

H Katwtépw aoknon eivat mapopola e dladpopeTikA Moo

31. Consider $200 million of 30-year mortgages with a coupon of 10 percent per year paid
quarterly.

a. Whatis the quarterly mortgage payment?

There are 120 quarterly payments over 30 years. The quarterly mortgage payments are $200m =
PVA-120, k=2.5% X PMT => PMT = $5,272,358.60.

b. What are the interest and principal repayments over the first year of life of the mortgages?

(Fixed) Interest Principal Remaining
Quarter Balance Payment Payment Payment Principal

—_—

$200,000,000  $5,272,359  $5,000,000 $272,359  $199,727,641
199,727,641 5,272,359 4,993,191 279,168 199,448,473
199,448,473 5,272,359 4,986,212 286,147 199,162,326

w N

4 199,162,326 5,272,359 4,979,058 293,301 198,869,025



c. Construct a 30-year CMO using this mortgage pool as collateral. The pool has three
tranches, where tranche A offers the least protection against prepayment and tranche C
offers the most protection against prepayment. Tranche A of $50 million receives
guarterly payments at 9 percent per year, tranche B of $100 million receives quarterly
payments at 10 percent per year, and tranche C of $50 million receives quarterly
payments at 11 percent per year.

Tranche A Tranche B Tranche C Totallssue
Principal amount $50 million $100 million $50 million $200 million
Interest rate 9 percent 10 percent 11 percent 10 percent
Quarterly interest on
initial balance $1,125,000 $2,500,000 $1,375,000 $5,000,000
Quarterly amortization $5,272,359

d. Assume non-amortization of principal and no prepayments. What are the total promised
coupon payments to the three classes? What are the principal payments to each of the
three classes for the first year?



Regular tranche A interest payments are $1.125 million quarterly. If there are no prepayments, then
the regular GNMA quarterly payment of $5,272,359 is distributed among the three tranches. Five
million is the total coupon interest payment for all three tranches. Therefore, $272,359 of principal
is repaid each quarter. Tranche A receives all principal payments. Tranche A cash flows are
$1,125,000 + $272,359 = $1,397,359 quarterly. The cash flows to tranches B and C are the
scheduled interest payments.

Tranche A amortization schedule:

Interest Principal Remaining
Quarter Balance Payment Payment Payment Principal

1 $50,000,000  $1,397,359  $1,125,000 $272,359 $49,727,641

2 49,727,641 1,397,359 1,118,872 278,487 49,449,154
3 49,449,154 1,397,359 1,112,606 284,753 49,164,401
4 49,164,401 1,397,359 1,106,199 291,160 48,873,241

Tranche B amortization schedule:

Interest Principal Remaining

Quarter Balance Payment Payment Payment Principal

1 $100.000m $2.500m $2.500m $0.0m  $100.000m

2 100.000m 2.500m 2.500m 0.0m 100.000m

3 100.000m 2.500m 2.500m 0.0m 100.000m

4 100.000m 2.500m 2.500m 0.0m 100.000m

Tranche C amortization schedule:

Interest Principal Remaining

Quarter Balance Payment Payment Payment Principal

1 $50.000m $1.375m $1.375m $0.0m $50.000m



2 50.000m 1.375m 1.375m 0.0m 50.000m
3 50.000m 1.375m 1.375m 0.0m 50.000m

4 50.000m 1.375m 1.375m 0.0m 50.000m

e. If, over the first year, the trustee receives quarterly prepayments of $10 million on the
mortgage pool, how are these funds distributed?

The quarterly prepayments of $10 million will be credited entirely to tranche A until tranche A is
completely retired. Then prepayments will be paid entirely to tranche B. The amortization schedule
for tranche A for the first year is shown below. This amortization schedule assumes that the trustee
has a quarterly payment amount from the mortgage pool of $5,272,359.

Interest Principal Remaining
Quarter Balance Payment Payment Payment Principal

1 $50,000,000 $11,397,359  $1,125,000 $10,272,359 $39,727,641
2 39,727,641 11,397,359 893,872 10,503,487 29,224,154
3 29,224,154 11,397,359 657,543 10,739,816 18,484,338

4 18,484,228 11,397,359 415,898 10,981,461 7,502,877



However, since some of the mortgages will be paid off early, the actual payment received by the
trustee from the mortgage pool will decrease each quarter. Thus, the payment for the second
quarter will decrease from $5,272,359 to $5,008,381 (n = 119 quarters, i = 10 percent, mortgage
principal = $189,727,641). The CMO amortization schedule for tranche A given that the mortgage
payments decrease with the prepayments is given below. The revised mortgage payment for each
quarter is shown in the last column.

Interest Principal Remaining Mortgage

Quarter Balance Payment Payment Payment Principal Payment

1 $50,000,000 $11,397,359  $1,125,000 $10,272,359 $39,727,641 $5,272,359

2 39,727,641 11,133,381 893,872 10,239,509 29,488,132 5,008,381
3 29,488,132 10,869,713 663,483 10,206,230 19,281,902 4,744,713
4 19,281,902 10,606,344 433,843 10,172,501 9,109,401 4,481,344

f. How are the cash flows distributed if prepayments in the first half of the second year are
$20 million quarterly?

The amortization schedules for tranches A and B are shown below. Again the mortgage payments
from the mortgage holders are assumed to decrease as the prepayments occur.

Amortization schedule for tranche A:
Tranche Interest Principal Remaining Mortgage

Quarter Balance Payment Payment Payment Principal Payment

5 $9,109,401 $20,342,263 $204,961 $20,137,301 -$11,027,900 $4,218,263

Amortization schedule for tranche B:

Tranche Interest Principal Remaining Mortgage



Quarter Balance Payment Payment Payment Principal Payment

5 $100,000,000 $13,527,900 $2,500,000 $11,027,900 $88,972,100 $4,218,263

6 88,972,100 23,689,967 2,224,302 21,465,665 67,506,435 3,689,967

g. How canthe CMO issuer earn a positive spread on the CMO?

The way the terms of the CMO are structured, the average coupon rate on the three classes equals
the mortgage coupon rate on the underlying mortgage pool. However, given the more desirable
cash flow characteristics of the individual classes, the Fl may be able to issue the CMO classes at
lower coupon rates. The difference between the sum of all coupon payments promised on all CMO
tranches and the mortgage coupon rate on the underlying mortgage poolis the Fl's servicing fee.






