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MBS Mantra’s view of Economics,
Finance and MBS Markets

Macro View

Brexit — an unexpected and shocking
reality — came to pass on June 23,
2016, also putting to bed the question
of whether the Fed will raise rates. A
powerful ‘flight-to-quality’ resulted,
driving down US 10yr yields to below
1.5%, and the Yen to below 105.

The appreciation of the Yen from
inflows of capital into Japan
continues, in spite of NIRP, and was
accompanied by the highest
difference in Japanese M3-M2
(Investible Capital) since 2000. This
resulted in an 8.5% appreciation in the
Nikkei index between June 24" and
July 13th. Euro M3-M2, on the other
hand, declined between March and
June. (The US does not report M3.)

US stock markets also rallied after a
brief initial selloff, reaching new
levels recently, reflecting strong
inflows of capital into the US — this
was also reflected in the stronger
Dollar versus the Pound and Euro.

As we discussed in ‘Interest Rate
Swaps as a Benchmark’, we believe
that US Treasuries are cheap relative
to other sovereign debt, and we expect

global flows into the US to keep US
rates low. We also expect US spread
assets, such as MBS, to continue their
strong performance, as global capital
seeks US assets to invest in.

MBS View

The Countrywide settlement was
finally paid out in June. Countrywide
bonds appear to be trading well post-
settlement, in spite of selling as the
trade is closed out by hedge funds —
real money appears to be purchasing
these bonds as their credit
enhancement has increased in many
cases, and their spreads are still
attractive.

With US rates having rallied, most
discount MBS bonds will benefit from
increased refinancing activity, and
cashflows should remain healthy.
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Important Notice - Disclaimer

This overview is being provided to you by MBS Mantra, LLC (“MBS Mantra” or the “Firm” or the “Adviser”), for
informational purposes only, on a confidential basis and is intended solely for use by the company or individual to

whom it is being delivered. Potential investors are advised to request and carefully read and review MBS Mantra’s
Firm Brochure (Form ADV Part 2), and other documents, if any, provided by MBS Mantra (the “Documents”).

Under no circumstances should this overview be used or considered as an offer to sell, or a solicitation of any offer
to buy, interests in any securities, funds, other financial products or investment strategies managed by MBS Mantra,
nor shall it or its distribution form the basis of, or be relied upon in connection with, any contract for advisory
services or otherwise.

The information contained with this brochure has not been audited and is based upon estimates and assumptions.
No reliance should be placed, for any purpose, on the information or opinions contained in this overview. The
information contained in this brochure is based upon proprietary information of MBS Mantra and public
information, but it may not be comprehensive, and it should not be interpreted as investment advice. No
representation, warranty or undertaking, express or implied, is given as to the accuracy or completeness of the
information or opinions contained in this overview by MBS Mantra or by its affiliates and any of their principals,
members, managers, directors, officers, employees, contractors or representatives.

Investors must make their own investment decisions based on their specific investment objectives and financial
position. Charts, tables and graphs contained in this overview or in the Documents are not intended to be used to
assist an investor in determining which securities to buy or sell or when to buy or sell securities. While this
overview may contain past performance data, PAST PERFORMANCE IS NOT INDICATIVE OF FUTURE
RESULTS, WHICH MAY VARY. There can be no assurance that any investment strategy will achieve its
investment objective or avoid substantial or total losses. Except as required by law, MBS Mantra assumes no
responsibility for the accuracy and completeness of any forward-looking statements. Further, MBS Mantra does not
provide legal and tax advice; MBS Mantra recommends that investors consult with their own independent tax and
legal advisers.

Any example represents an actual trade made by Samir Shah, MBS Mantra’s principal, and/or MBS Mantra; any
hypothetical represents a possible trade. None of the examples, whether actual or hypothetical, contained in this
overview and the Documents should be viewed as representative of all trades made by MBS Mantra, but only as
examples of the types of trades MBS Mantra expects to complete for its customers. None of the examples provided
can in and of themselves be used to determine which securities to buy or sell, or when to buy or sell them. It should
not be assumed that recommendations made in the future will be profitable or will equal the performance of the
securities used as examples in these Documents. To the extent that this document contains statements about the
future, such statements are forward looking and subject to a number of risks and uncertainties, including, but not
limited to, the impact of competitive products, product demand and market risks, fluctuations in operating results
and other risks. (A complete list of trades made by Samir Shah and/or MBS Mantra is available upon request.)

This overview and all Documents provided by MBS Mantra should only be considered current as of the date of
publication without regard to the date on which you may receive or access the information. MBS Mantra maintains
the right to delete or modify the information without prior notice; MBS Mantra undertakes no obligation to update
such information, including, but not limited to, any forward-looking statements, as of a more recent date, except as
otherwise required by law.
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