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Disclaimers 

FORWARD-LOOKING STATEMENTS. Certain statements in this press release may constitute forward-looking statements within the 
meaning of the Private Securities Litigation Reform Act of 1995, including without limitation references to: expected investment performance, 
such as references in this Presentation to our expectation of a stable 14% return with potential for upside, declines in advance balances, rates 
of delinquencies and defaults, time of advance recovery (duration), recovery amount, credit quality and likelihood of repayment, cost, term 
and availability of advance financing, dividend yield, potential or projected future cash flows, lifetime estimated returns and potential future 
investments.  These statements are based on management's current expectations and beliefs and are subject to a number of trends and 
uncertainties that could cause actual results to differ materially from those described in the forward-looking statements, many of which are 
beyond our control. New Residential can give no assurance that its expectations will be attained.  Accordingly, you should not place undue 
reliance on any forward-looking statements contained in this press release.  For a discussion of some of the risks and important factors that 
could affect such forward-looking statements, see the sections entitled “Risk Factors” and “Management’s Discussion and Analysis of 
Financial Condition and Results of Operation” in the Company’s most recently filed Form 10-Q and Registration Statement on Form S-11, 
which are available on the Company’s website (www.newresi.com). In addition, new risks and uncertainties emerge from time to time, and it 
is not possible for the Company to predict or assess the impact of every factor that may cause its actual results to differ from those contained 
in any forward-looking statements.  Such forward-looking statements speak only as of the date of this Presentation.  New Residential 
expressly disclaims any obligation to release publicly any updates or revisions to any forward-looking statements contained herein to reflect 
any change in the Company's expectations with regard thereto or change in events, conditions or circumstances on which any statement is 
based. 

PAST PERFORMANCE.  Past performance is not a reliable indicator of future results and should not be relied upon as the basis for making 
an investment decision. 

 

NO OFFER; NO RELIANCE. This presentation does not constitute an offer to sell, or a solicitation of an offer to buy, any security and may 
not be relied upon in connection with the purchase or sale of any security. Any such offer would only be made by means of formal offering 
documents, the terms of which would govern in all respects. You should not rely on this presentation as the basis upon which to make any 
investment decision.   

 

INVESTMENT GUIDELINES. Our manager has great latitude in determining which investments are appropriate for us. Our investment 
guidelines are purposefully broad to enable our manager to make investments in a wide array of assets on our behalf. We are not required to 
obtain stockholder consent to change our investment strategy or asset portfolio.  
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Executive Summary 

 Nationstar (”NSM”), an affiliate of New Residential’s (“NRZ”) manager, services approximately $400 billion UPB(1) 

 

 

 

 

 

 

 As servicer, NSM collects payments, services troubled borrowers and makes advances on loans that are delinquent 
or in default 

 Advances are typically “top of the waterfall”; first to be repaid and thus are very high credit-quality(2)   

 In total, NSM has approximately $8.0 billion of advances related to non-Agency and Agency loans(3)   

1) UPB represents unpaid principal balance.  Figures include amounts that NSM has not yet boarded. We anticipate boarding will be completed by January, subject to various conditions.   
2) Payment terms of advances vary according to the terms of the governing documents.  There can be no assurance that advances will be repaid in full. 
3) Advances related to reverse loans are not as significant when compared to the other two loan types, and thus are not included in the total advances.  

$6.3 bn 

2 

$130 bn UPB 

$229 bn UPB  

$1.7 bn 

Advances Agency UPB Advances Non-Agency UPB(1) 

$229 bn UPB  

$130 bn UPB 

Non-Agency UPB Agency UPB 

$30 bn UPB 

Reverse UPB(2) 



Executive Summary (cont.) 

 Advances are usually: 

 Short-term in duration – average term of 9 months  

 Very financeable – approximately 90% LTV and 2.0% to 2.5% cost of funds 

 

 

 

 

 

 

 

 

THE TRANSACTION 

 NRZ and other third-parties (collectively, “Buyer”) agreed to acquire $3.2 billion of advances from NSM at par(2)  

 Advances are related to non-Agency loans NSM has boarded recently or will board soon with a UPB of $58 billion 

 Buyer will fund future advances related to the loans  

 Buyer has the right, but not the obligation, to acquire NSM’s approximately $3.1 billion of remaining non-Agency 
advances on substantially the same terms(3) 

 Expect investment to generate a stable 14% return for Buyer, with potential for upside(4)  

 1) For illustrative purposes only. Actual results could differ materially from this illustration. Advances do not have a credit rating assigned by any third party. There can be no assurance 
that advances will be repaid in full. 

2) Of the approximately $3.2 billion of advances, $2.4 billion was funded on Dec. 17. We anticipate the remaining $0.8 billion will be funded by mid-January,  subject to various conditions. 
3) Of the total $3.1 billion of advances subject to the option to buy, about $880 million of advances have transfer limitations and potentially may not be acquired. 
4) Return to Buyer will be supported by servicing cash flows related to the underlying loans.  Actual returns may differ from expected returns due to a variety of factors including, but not 

limited to, asset performance, financing terms and taxes & other expenses.  
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$100 mm Advances 

“AAA-like” Recovery(1) 

$10 mm Advance Capital 
12.0% to 15.0% cost 

$90 mm                       

Advance Financing         

2.0% to 2.5% cost 

Illustrative Example(1) 
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Executive Summary (cont.) 

 For Buyer: 

 Provides opportunity to invest a significant amount of capital in core servicing assets at attractive yields 

 For NSM: 

 Raises capital by “selling” advance capital to fund future growth and potentially retire high coupon debt 

 Advance balances should decline meaningfully as delinquencies improve and foreclosure timelines normalize 

 Buyer expects that the advance balance will decline from $3.2 billion to $0.6 billion over approximately five years(1) 

1) Figures are estimates that are dependent on various assumptions.  Actual results may differ from expected results.  
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Decline in Advances(1) 

Advance Capital 

Debt 

Advance 
Balance 

(bn) 

$3.2 bn 

$0.6 bn 



28.3% 28.2%

26.2%

24.1%

22.9%

28.2% 

What Are Servicing Advances? 

 A servicer is required to make capital outlays to fund certain shortfalls related to delinquent or defaulted 
mortgage loans (“advances”) 

 Advances are always directly related to the underlying properties 

 Typically “top of the waterfall”; first in line to be repaid and thus are very high credit-quality(1)   

 Advances can require large capital outlays, particularly in higher default or delinquency environments 

 

1) Payment terms of advances vary according to the terms of the governing documents.  There can be no assurance that advances will be repaid in full. 
2) Based on Nationstar’s results on one pool.  Results on other pools may differ materially.   
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… And Improved Advance to UPB Ratio 

Nationstar’s Effect on Aurora Bank Non-Agency Pool(2) 

Lowered 60+ Day Delinquencies… 

28.3% 

26.2% 

24.1% 

22.9% 3.0% 3.0% 

3.2% 

3.7% 

3.9% 
3.8% 



Advances – Very High Credit Quality “AAA-like”(1) 

 Advances are primarily financed by bank balance sheets or through securitizations 

 Typically financed with approximately 90% LTV and 2.0% to 2.5% cost of funds 

 Since an advance is almost always recovered the cost of advancing is primarily the cost of financing(2) 

1) Advances do not have a credit rating assigned by any third party.  
2) Payment terms of advances vary according to the terms of the governing documents.  There can be no assurance that advances will be repaid in full. 
3) For illustrative purposes only. Actual results could differ materially from this illustration. 
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Advances 

$100 mm 
“AAA-like” Recovery 

Advance Capital 

$10 mm 

12.0% to 15.0% cost 

Advance Financing 

$90 mm 

2.0% to 2.5% cost 

Illustrative Example:  Cost of Advancing(3) 

Paid to lenders 

Paid to Advance 
Capital providers 

3.0% to 3.8% Total Cost 



Transaction Overview 

 Buyer agreed to acquire $3.2 billion of advances from NSM at par related to $58 billion UPB of non-Agency loans(1) 

 Funded with 90% debt, or $2.8 billion, and 10% equity, or $0.4 billion(2) 

 Buyer has right, but not obligation, to fund the remaining $3.1 billion of advances on substantially the same terms  

 Expect investment to generate a stable 14% return for Buyer, with the potential for upside(3)  

 Return will be supported by servicing cash flows related to the underlying loans 

1) Of the approximately $3.2 billion of advances, $2.4 billion was funded on Dec. 17. We anticipate the remaining $0.8 billion will be funded by mid-January,  subject to various conditions. 
2) Buyer’s $0.4 billion of equity excludes expected working capital. Buyer’s 14% return will be calculated on equity plus working capital.  
3) Return to Buyer will be supported by servicing cash flows related to the underlying loans. Actual returns may differ from expected returns due to a variety of factors including, but not 

limited to, asset performance, financing terms and taxes & other expenses.  
4) All figures regarding the option to buy are estimates and are subject to change.  Of the total $3.1 billion of advances subject to the option to buy, about $880 million of advances have 

transfer limitations and potentially may not be acquired. 
5) Excludes fees associated with the facilities. We will use our commercially reasonable best efforts to securitize a portion of the advance debt in Q1 2014. 
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Acquired in 
Dec. 

Option to 
Buy(4) Total 

UPB $58 bn ~$72 bn ~$130 bn 

Existing 
Advances $3.2 bn ~$3.1 bn(4) ~$6.3 bn 

Est. Future 
Advances 

$8.0 bn ~$8.8 bn ~$16.8 bn 

Transaction Summary Initial Purchase – Cost of Advancing 

Advances 

$3.2 bn 
“AAA-like” Recovery 

Buyer 
$0.4 bn(2) 

14.0% cost(3) 

Two Advance Facilities 

$2.8 bn 

2.4% cost(5) 

3.6% Total Cost 



Advance 
Balance 

($bn) 

Gross 
Debt 
($bn) 

Gross 
LTV 

Net   
LTV COF 

All-
in  

COF 
UPB 
($bn) 

Adv. 
to 

UPB 
Equity(3) 

($mm) 

Working 
Capital 

($mm) 
Total 
($mm) 

NRZ 
Total 
($mm) 

Acquisition $3.2 $2.8 90% 89% 2.4% 3.3% $58 5.5% $362 $54 $416 ~$215 

Option to Buy(3) $3.1 $2.8 91% 90% 2.5% 3.1% $72 4.3% $319 $48 $367 

Total $6.3 $5.7 90% 89% 2.4% 3.2% $130 4.8% $681 $102 $783 

Non-Agency Advance Purchase Potential 

 

 

1) Equity amounts exclude working capital. Buyer’s 14% return will be calculated on equity plus working capital. Actual amount of working capital may differ from expected amount.  
2) LTV represents “Loan-to-Value”.  Net LTV represents Gross LTV less an interest reserve.  COF represents “Cost of Funds”.  “All-in COF” represents COF plus facility fees. 
3) All figures regarding the option to buy are estimates and are subject to change.  Of the total $3.1 billion of advances subject to the option to buy, about $880 million of advances have 

transfer limitations and potentially may not be acquired. 
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 Current Acquisition – Buyer agreed to acquire $3.2 billion of advances from NSM 

 Funded with $2.8 billion of debt and $0.4 billion of equity(1)  

 NRZ expects to fund approximately 50%, or $0.2 billion of the equity amount, with cash on hand 

 Option to Buy – Buyer has option, but not obligation, to acquire $3.1 billion of remaining advances from NSM 

 Expect acquisition would be funded with $2.8 billion of debt and $0.3 billion of equity(1) 

 

Potential Acquisition Summary(2) 



Transaction Mechanics 

1) Return to Buyer will be supported by servicing cash flows related to the underlying loans. Actual returns may differ from expected returns due to a variety of factors including, but 
not limited to, asset performance, financing terms and taxes & other expenses.  

2) We will use our commercially reasonable best efforts to securitize a portion of the advance debt in Q1 2014. 
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NSM continues to service the loan portfolio and receives compensation from Buyer 

Buyer purchases advances at par, assumes two bank advance facilities and targets 14% return(1,2) 

Buyer’s return supported by servicing cash flows on $58 billion UPB of underlying non-Agency loans 

1 

2 

3 

Blended cost of advances is 3.6% to NSM (90% debt at 2.4% and 10% advance capital at 14%)  

4 



Significant Transaction 

1) Return to Buyer will be supported by servicing cash flows related to the underlying loans. Actual returns may differ from expected returns due to a variety of factors including, but 
not limited to, asset performance, financing terms and taxes & other expenses.  
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 $215 million investment in servicing related assets at stable 14% return, with upside(1)  

 Asset performance expected to improve alongside rising home prices 

 NRZ should trade at tighter dividend yield  

 Acquisition funded with internally generated liquidity 

Transaction provides a “win-win” outcome for both parties 

NRZ 

NSM 

 Removes $3.2 billion of non-Agency advances from balance sheet 

 Removes future advancing duties from balance sheet 

 Unlocks advance equity to fund future growth and retire high coupon debt 



Summary 

1) Of the approximately $3.2 billion of advances, $2.4 billion was funded on Dec. 17. We anticipate the remaining $0.8 billion will be funded by mid-January,  subject to various conditions. 
2) Return to Buyer will be supported by servicing cash flows related to the underlying loans.  Actual returns may differ from expected returns due to a variety of factors including, but not 

limited to, asset performance, financing terms and taxes & other expenses.  
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Transaction Overview 
 Buyer acquired $3.2 billion of advances(1) and assumed future 

funding obligations related to non-Agency loans serviced by NSM 

Right to Buy Remaining 
Non-Agency Advances 

 Buyer has the right, but not the obligation, to purchase NSM’s 
remaining non-Agency advances on substantially the same terms  

Estimated Return to Buyer  Buyer expects to receive approximately 14% return(2) 


