
This deal is composed of Non-Agency 
Option Arms, 23% have silent seconds, 
11.4% are Condos, 7.4% are Multifamily, 
43% are Cashout, Average FICO is 705. 



100% of the loans are Neg-Am, and the 
bulk of the recast occurs in 
June/July/August. 



 

B6 Class is still not rated D, since it is not 
yet taking principal losses, that will change 
soon enough.  B7 is currently the bottom 
tranche, absorbing losses.  Is has about 3 
months before it’s gone based on current 
payment speeds. 



 

VPR is voluntary prepayment speed, CDR 
is non-voluntary prepayment speed 
(default).  3m (6m, etc) represents the 3 
month average speed. 



 

 

At a 1-10 ½ price (bond notation, 1 plus 
10.5/32), which is what they apparently 
paid, and at current 1-month prepayment 
speeds and severities, this bond will be 
gone in September.  Total cashflows of 
$957, for an annualized yield of -41%. 



 
 
 

The bond is very sensitive to your assumptions (not all bonds are 
like this).  At 3m, 6m, and 12m historical speeds, the bond has 
positive yield.  So the question is, do you think things are getting 
better, or worse?  Remember, this is an Option ARM pool with 
recasts ramping in the summer.  When will the default wave occur 
on the troubled borrowers?  If you think it doesn’t happen until 
after the summer, you’ll be a-ok in this bond. 
 
Also, remember in article, prices on this stuff are all over the place.  
If it was bought at a 1.8 price, it’s a loss in any scenario, and if it’s 
bought at a sub-dollar price, it’s a win. 
 
Other scenarios below. 



  

 


