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Mortgage Backed Bonds
MBB Example - 9% Coupon, 20 years to maturity price at origination
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CF; = Collected Interest + Amortized Principal + Prepaid Principal
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Where j=month and i=mortgage. Note that principalj=total principal cash flows
received in month j.

FRTF BTG SAT v ek £ BT 105 WAL. WAL & WACWAM
Pl UG AL LR o

w,r':;@-i'ﬂ;l:g—l—u)&} ﬁ_’ﬁ&' ;/Qv‘ﬂll(r&gf ;}-{tg]:/ﬁ ]’g’)
1 ~ 12-year life model -

2 ~ CPR ( constant prepayment rate )



Examplel :

Loan 1 : Coupon = 8.5, Prin=$100,000, Maturity = 29 years.
Loan 2 : Coupon = 9.5, Prin=$115,000, Maturity = 30 years.

Loan 3 : Coupon = 8.0, Prin=$95,000, Maturity = 28.5 years.
% % %
WAC — 100,000 *.085+115,000*.095 +95,000*.08 _ 27,025 _ R.7177%
310,000 310,000
WAM = 100,000 *348 +115,000*360 + 95,000 * 342 108,690,000
310,000 310,000

=350.61 months or 29.2 years

WAL = 243.11 months

Examples of WAM, WAC and WAL.

Mortgage Principal Maturity Coupon Pmt
1 100000 348 8.5 ($774.77) WAC 8.717741935
2 115000 360 9.5 ($966.98) WAM 350.6129032
3 95000 342 8 ($706.11) WAL 243.11
Aggregate
Mortgage #1 Mortgage #2 Mortgage #3 Principal Principal*month
Month Balance Interest Principal | Balance Interest Principal Balance Interest Principal
1 100000 $708.33 $66.44 $115,000.00 $910.42 $56.57 $95,000.00 $633.33 $72.77 $195.77 195.77
2 $99,933.56 $707.86 $66.91 $114,943.43 $909.97 $57.01 $94,927.23 $632.85 $73.26 $197.18 394.36
3 $99,866.66 $707.39 $67.38 $114,886.42 $909.52 $57.46 $94,853.97 $632.36 $73.75 $198.59 595.78
4 $99,799.27 $706.91 $67.86 $114,828.96 $909.06 $57.92 $94,780.23 $631.87 $74.24 $200.02 800.06
5 $99,731.41 $706.43 $68.34 $114,771.04 $908.60 $58.38 $94,705.99 $631.37 $74.73 $201.45 1,007.25
6 $99,663.07 $705.95 $68.82 $114,712.66 $908.14 $58.84 $94,631.26 $630.88 $75.23 $202.89 1,217.37
7 $99,594.25 $705.46 $69.31 $114,653.82 $907.68 $59.31 $94,556.03 $630.37 $75.73 $204.35 1,430.44
8 $99,524.94 $704.97 $69.80 $114,594.51 $907.21 $59.78 $94,480.29 $629.87 $76.24 $205.81 1,646.52
9 $99,455.14 $704.47 $70.30 $114,534.74 $906.73 $60.25 $94,404.06 $629.36 $76.74 $207.29 1,865.61
10 $99,384.84 $703.98 $70.79 $114,474.49 $906.26 $60.73 $94,327.31 $628.85 $77.26 $208.78 2,087.77
11 $99,314.05 $703.47 $71.30 $114,413.76 $905.78 $61.21 $94,250.06 $628.33 $77.77 $210.27 2,313.02
12 $99,242.75 $702.97 $71.80 $114,352.55 $905.29 $61.69 $94,172.28 $627.82 $78.29 $211.78 2,541.39
13 $99,170.95 $702.46 $72.31 $114,290.86 $904.80 $62.18 $94,093.99 $627.29 $78.81 $213.30 2,772.92
14 $99,098.64 $701.95 $72.82 $114,228.68 $904.31 $62.67 $94,015.18 $626.77 $79.34 $214.83 3,007.64
15 $99,025.82 $701.43 $73.34 $114,166.01 $903.81 $63.17 $93,935.85 $626.24 $79.87 $216.37 3,245.58
16 $98,952.48 $700.91 $73.86 $114,102.84 $903.31 $63.67 $93,855.98 $625.71 $80.40 $217.92 3,486.78
— \ . >
PSA = B 7" &£ 02% 58 =& 7] 0.06 3%+ >
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PSA A
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|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
. >
30 Month




Example2:

3 & 2 & 4 &
month loan A loan B loan C Sum
1 100 90 80 270
2 102 92 82 276
3 103 84 187
4 &5 85
% * * * %
WAL:27O 1+276*2+187*3+187*3+84*4
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