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MORTGAGE BANKING WEBINARS

1) Mortgage Lending Part I – Sell or Hold

2) Mortgage Lending Part II – Best Execution

3) Mortgage Banking Accounting
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TOPICS FOR TODAY’S SESSIONS

• Mortgage Marketplace – Challenges and Opportunities 

• Sell or Hold

• Servicing – Macro-hedge



4

TODAY’S PRESENTERS

Douglas Winn
Mr. Winn has nearly 40 years of executive level financial experience. He is a 
nationally recognized expert regarding accounting and regulatory reporting for 
financial institutions. Doug regularly advises major accounting firms on areas 
where finance and accounting intersect, including valuation. Many Wilary Winn 
white papers, which he has authored or co-authored, are considered standards for 
the industry. Mr. Winn is regularly invited to speak at conferences, and he has led 
seminars sponsored by the AICPA, the FDIC, the FFIEC, the FHLBanks, the 
NCUA, and many of the country’s largest accounting firms.

Doug co-founded Wilary Winn and is responsible for the firm’s strategic direction. 
From just an idea in 2003, Wilary Winn has grown into a national presence with 
financial institution clients located across the United States. Wilary Winn’s clients 
include nearly 300 community banks, 80 of which are publicly traded, and nearly 
300 credit unions, including 45 of the top 100.

In his earlier career, Doug held multiple senior executive finance roles in the 
mortgage banking industry. He began his career as a practicing CPA for Arthur 
Young & Company – now Ernst & Young.
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TODAY’S PRESENTERS

Mr. Wilary has nearly 30 years of diversified experience in the financial services 
industry and has served financial institution clients for the past 19 years. Areas of 
expertise include asset liability management (ALM), credit loss modeling, capital 
markets, structured finance, derivatives and information systems.
Frank co-founded Wilary Winn in 2003 and his primary responsibility is to lead 
the research, development and implementation of Wilary Winn’s new business 
lines. He works to ensure that new products and services meet the firm’s high 
standards before transferring primary responsibility to one of its business line 
leaders. Frank ensures that client deliverables are of the utmost quality, the 
valuation process is consistent, and that best practices are used across the 
firm’s lines of business.
Mr. Wilary regularly speaks at financial institution conferences on asset liability 
management, credit loss modeling, and concentration risk management. Frank’s 
presentations frequently focus on achieving best practices in ALM by assessing 
credit risk, interest rate risk and liquidity risk on an integrated basis.
Prior to co-founding Wilary Winn, Mr. Wilary held senior positions in treasury, 
capital markets, accounting, finance and systems within two organizations.

Frank Wilary
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MORTGAGE MARKETPLACE

Source: Inside Mortgage Finance

Residential Mortgage Loan Origination Volume - Dollars
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MORTGAGE MARKETPLACE

Source: Inside Mortgage Finance

Residential Mortgage Loan Origination Volume - Percent
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MORTGAGE MARKETPLACE

Source: Mortgage Bankers Association June 10, 2022

Forecasted Residential Mortgage Loan Originations 
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MORTGAGE MARKETPLACE

MBA Survey July 1, 2022

• Refinance index down 78% from the same week in 2021

• Purchase index down 17% from the same week in 2021

Mortgage Applications 
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MORTGAGE MARKETPLACE

Source: National Association of Realtors

Housing Affordability
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MORTGAGE MARKETPLACE

Source: Urban Institute

Originator Profitability and Unmeasured Costs

• May 2022 - $2.75 per $100 loan
• Down from peak of $5.99 per $100 loan in 2020 

Origination Margins
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MORTGAGE MARKETPLACE

Largest Loan Originators 

Type*
PNB = Publicly Traded Non-
Bank
NB = Non-Bank
Blank = Bank or Credit Union

Data from Inside Mortgage Finance
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MORTGAGE MARKETPLACE

Rocket Mortgage Stock Price



SELL OR HOLD
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SELL OR HOLD

• Higher yield than MBS

• Maintain close relationship with customer

• Balance sheet diversification

• Credit risk can be managed 

Benefits of Holding
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SELL OR HOLD

Risks of Holding

Financial risks

Interest rate risk

Credit risk

Liquidity risk

Operations risk

Reputation risk

Legal risk

Repricing risk

Basis risk

Yield curve risk

Option risk
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SELL OR HOLD

• Potential for a gap or mismatch between assets and liabilities because of 
the longer term and market volatility

• Difficult to estimate prepayment speeds and understand the optional 
component in residential mortgages

Interest Rate Risk
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SELL OR HOLD

• High coupon residential mortgage loans have more call risk

• Low coupon mortgage loans have more extension risk

Option Risk
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SELL OR HOLD 

• Understand the behavior of your non-maturity deposits

• Consider the use of fixed rate advances

• Consider the use of off-balance sheet derivatives – hedge accounting is now 
vastly easier with the “last-of-layer” fair value method

Managing IRR
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SELL OR HOLD 

Scenario 1 - $10M of 30-year fixed rate mortgages with a 5.50% coupon funded by high-yield non-
maturity deposits with a 1.50% interest rate

Scenario 2 - $10M of 30-year fixed rate mortgages with a 5.50% coupon funded by tapered FHLB 
advances (equal 3-, 5-, 7-, and 9-year fixed rate advances) with a wtd. avg. 3.53% interest rate

ALM NII Example
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SELL OR HOLD 

ALM NEV Example

Scenario 1 - $10M of 30-year fixed rate mortgages with a 5.50% coupon funded by high-yield non-
maturity deposits with a 1.50% interest rate

Scenario 2 - $10M of 30-year fixed rate mortgages with a 5.50% coupon funded by tapered FHLB 
advances (equal 3-, 5-, 7-, and 9-year fixed rate advances) with a wtd. avg. 3.53% interest rate
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SELL OR HOLD 

• “From an investor’s perspective, there is a “flaw” in the basic mortgage that is used here in the United 
States: It has an option in it”.

• “When you invest in a mortgage, there are three things that can happen-and two of them are bad. One 
event is that rates go up and the value of the loan goes down. A second event is that rates go down 
and the customer pays off the loan. A third event is that rates stay exactly the same and you earn 
exactly what you thought you were going to earn.”

• “…asset liability management is an art, not a science. I think you have to look at your models as a 
series of tools that help you build a circle around what your real exposures are and what your 
opportunities are.”

FDIC Perspective on Residential Mortgage Loan IRR
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SELL OR HOLD 

• Reduce IRR

• Reduce credit risk

• Reduce liquidity risk

• Generate potential gains

• Can sell loans to the FHLB Des Moines with up to 24 months of seasoning

Advantages of Selling
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SELL OR HOLD 

• Reinvestment risk

• Generate potential losses if loan are not priced and/or hedged properly

• Potential loss of customer relationships if loan is sold servicing released

Disadvantages of Selling
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LOAN SERVICING  

• Macro-hedge – value goes up as interest rates rise and origination volumes 
drop

• Maintain close contact with customer

Advantages of Retaining
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LOAN SERVICING  

• Subject to prepayment risk

• Value can be volatile

• Tier 1 Capital limitation

• Risk-weighted at 250

Disadvantages of Retaining 
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LOAN SERVICING 

Value of Servicing 
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LOAN SERVICING 

Value of Servicing 
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RESOURCES 

Website 
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CONTACT US

Services and Main Contacts
Asset Liability Management, Capital Stress Testing, Concentration Risk Analyses, ALM Validations and CECL:

 Joe Trabant   jtrabant@wilwinn.com

 Mike Tessier   mtessier@wilwinn.com

 Matt Erickson  merickson@wilwinn.com

Servicing Rights and Mortgage Banking Derivatives:

 Anneliese Ramin aramin@wilwinn.com

 Eric Nokken     enokken@wilwinn.com

Mergers & Acquisitions and Goodwill Impairment Testing:

 Cole Schulte cschulte@wilwinn.com

 Matt Erickson  merickson@wilwinn.com

Non-agency MBS,  ASC 310-30, TDRs and Trust Preferred Securities:

 Cole Schulte cschulte@wilwinn.com

 Anneliese Ramin aramin@wilwinn.com

 Frank Wilary fwilary@wilwinn.com



• LOAN SERVICING 

• Insert graph

• Value of Servicing 


