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Chart of the Week - August 31, 2018
% of IMBs with Pre-Tax Net Income >0

100%

94%
90%

92% 92%

80%

70%

60%

50%

30%

20%

10%

0%
EER2Ed BB RRERRE RS

E- ) ) E-) wn wn wn wn =]

910
L1TD
L120
LIED
LIFO

28

mm % of Companies with Pre-Tax Net Income >0
——% of Companies with Pre-Tax Net Income > 0 (Svg revenues and expenses excluded)

Source: MBA’s Quarterly Mortgage Bankers Performance Report; www.mba.org/performancereport

This past week, MBA Research released the second quarter results of its Quarterly Mortgage Bankers
Performance Report (QPR). After a weak start to the year, production profitability improved in the second
quarter of 2018 as volume picked up. However, production profits were down on a year-over-year basis
and fell below typical second quarter results.

Today's Chart of the Week compares the percentage of companies in the QPR that reported positive pre-
tax net income including all lines of business (e.g. production and servicing operations), versus the
percentage of companies that reported positive pre-tax net income, once servicing operations are
excluded.

In the second quarter of 2018, 77 percent of the 346 independent mortgage bankers and mortgage
subsidiaries of chartered banks posted overall positive pre-tax net income, an improvement from the 60
percent of companies reported for the first quarter of 2018. Once any ongoing revenues and expenses
associated with holding mortgage servicing rights are excluded, the percentage of companies reporting pre-
tax net financial profits falls to 56 percent in second quarter of 2018, after being at 36 percent in the first
quarter of 2018.

Across all quarters in the Performance Report, mortgage servicing lifted a portion of companies in our total

QPR sample to positive pre-tax net income, which suggests that a natural hedge between production and
servicing operations still exists for IIMBs.
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