
An Evolving, Unique Set of Attributes Have Emerged in Shares of 
COOP

✔ Positioned to be a cash flow machine

✔ A disciplined approach to cutting costs

✔ Tax free earnings for the foreseeable future

✔ Levered to higher interest rates

✔ Mortgage originations segment ramping

✔ Xome segment overlooked and undervalued

✔ KKR a key strategic partner

✔ Recently saw the company's first insider buys

✔ Corporate debt trading at healthy levels 

✔ Trading at a steep discount to peers 
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POSITIONED TO BE A CASH FLOW MACHINE

Increasing cash flows through efficient servicing of mortgages and a 
systematic approach towards increasing the size of COOP's overall 
mortgage portfolio. 

COOP's steady growth of mortgage servicing rights has created the 3rd largest mortgage 
servicer in the country behind Wells Fargo and JP Morgan Chase
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At the same time, the company is more efficient and has a high level of customer satisfaction
relative to its peers

COOP's mortgage servicing margins are some of the highest in the industry, with increased 
margins forecast once Project Titan (cost cutting program enacted in 2018) costs roll off in 2020
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Efficiencies just beginning to be reflected in profitability

Discretionary Cash Flow From Operations in Q1 2019
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A DISCIPLINED APPROACH TO CUTTING COSTS

In 2018 COOP introduced Project Titan, a strategic cost cutting 
initiative utilizing efficiencies gained by technology that streamline 
operations while increasing servicing margins. 

CEO Jay Bray on the March 2019 earnings call: Titan consists of several technology 
investments that are designed to further automate and reduce the cost of our servicing 
processes and position our team members to deliver an improved and differentiated experience 
for our customers. 

CFO Chris Marshall on the March 2019 earnings call: Project Titan consists of a number of 
interrelated technology investments that will automate and streamline many of the critical 
stages of the servicing work stream. We expect Project Titan to begin contributing the results 
this year, but we will see much more noticeable efficiency benefits in 2020. Equally important 
and as Jay mentioned, Project Titan will also help us better understand our customers needs 
and provide them more closely tailored individual solutions. 

Now in recent years, the servicing industry has not really benefited from new technology 
deployment like other sectors in the financial services industry and we expect Project Titan to 
be a significant operational differentiator for us in the future. We're very excited about the 
results we expect to see over time. 

Project Titan Will Have a Significant Overall IRR Over Time

CFO Chris Marshall on the March 2019 earnings call: We've talked in the past of a long-term 
aspirational goal of seeing project Titan reduce overall expenses by as much as $100 million
Our near-term line of sight is more to roughly a $30 million run rate -- annual run rate, which 
we think we will begin to see towards the end of this year. Having said that there are a number 
of these initiatives that have impacts across the servicing work stream. And the efficiency that 
we're going to get we think will be far beyond that $30 million over time. And I would just 
leave it at that.
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TAX FREE EARNINGS FOR THE FORESEEABLE FUTURE

As a result of the merger with WMIH in 2018, COOP has $6 billion in 
net operating loss carryforwards that do not begin to expire until 2032. 

COOP has recorded a $300 million valuation allowance against the deferred tax asset. 

The recorded deferred tax asset of $300 million is safe.

CFO Chris Marshall on the March 2019 earnings call: I would remind you, we’ve got a $300 
million valuation allowance against our DTA. If anything, I think we have upside to recapture 
that. 

Let me start with regard to the DTA. That grew because we had both a GAAP and a taxable 
loss, so we didn’t use the DTA to avoid any cash taxes. I’d just go back and reiterate that the 
profitability of the company going forward looks very strong. That’s what we use to project 
the value of the DTA.

The deferred tax asset shields the company's federal tax liabilities, while state taxes are in the 
low single digit range. 

      T11 Capital Management | One Park Plaza Suite 600 | Irvine CA. 92614 | tel: 949-441-5152 | fax: 949-441-5099        6



LEVERED TO HIGHER INTEREST RATES 

“I've been around the fixed-income market for 30 years, and I don't know of another asset that 
goes up in value as rates rise.” – Wes Edens CEO of Fortress speaking about mortgage 
servicing rights.

COOP's portfolio of mortgage servicing rights is highly levered 
towards increasing long-term interest rates. As a result, earnings during
Q4 2018 and Q1 2019 have been clouded by an MSR markdown as 
rates have fallen dramatically. 

This is the correlation between COOP's stock price and the ten year treasury yield over the
past nine months. 

Rates hit a low at the end of Q1, which, assuming that the low in rates remains intact throughout
Q2, COOP will be looking at a significant increase in GAAP profit once they report Q2 
earnings in August based on the positive mark in MSR values. 
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Ten year yield at the end of Q1: 2.41%

Every 1 basis point increase in yields translates to $10.46 million in GAAP profit 

Every 1 basis point increase in yields translates to $0.115 cents per share increase in 
EPS

Ten year yield at 5/10/2019: 2.46% (5 basis point increase in Q2 QTD)

GAAP profit based on current increase in yields for Q2: $52.3 million

GAAP profit per share based on current increase in yields for Q2: $0.575 
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MORTGAGE ORIGINATIONS SEGMENT RAMPING

In Q4 2018, COOP announced the acquisition of Pacific Union. At the time of the acquisition, 
Pacific Union had a $25 billion mortgage servicing portfolio and a significant wholesale/ 
correspondent origination arm.

The increase in volume from originations resulting from the Pacific Union acquisition is 
estimated to be in excess of $10 billion annually to start. 

The Pacific Union acquisition augments COOP's existing mortgage origination segment, with 
results reflected in Q1 earnings, as revenue from originations grew by 14% year over year 
and pretax income grew by 137%.
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XOME SEGMENT OVERLOOKED AND UNDERVALUED

Xome is Mr. Cooper's real estate listing, transaction and valuation 
segment. Much like Zillow and Redfin, Xome aims to streamline the 
buying and selling of real estate into one consolidated transaction that 
cuts down on processing time and the overall cost to consumers. 

In 2018, Xome purchased Assurant's mortgage solutions business, which encompassed title, 
valuations, mortgage technology and field services. This allowed Xome to instantly enhance 
their technology offering while increasing Xome's third party revenue mix. 

CEO Jay Bray November 2018:The combined business will leverage the best team and 
technologies to offer more products to clients and become a leading provider in the mortgage 
services market. Ultimately, we will have a better platform with more clients, more revenues, 
and improve margins. 

So it’s going to a little – take a little bit of time. I think the great news, again, they have an 
number of clients, it takes our revenue, doubles our revenue and then some and so I think 
that’s a good thing. And then with Ray, she is all over this and is doing a great job of 
integrating and laying out the plan. So, but it’s still, it’s, it’s a complicated – multiple 
platforms. It’s going to take us a couple of quarters to get to where we want to be. 

Assurant facilities consolidation, rightsizing and system integration were completed 
during Q1 2019.  

CEO Jay Bray on the Q1 2019 call: Turning to Xome, earnings were limited due to the 
impact of the Assurant acquisition, but this quarter should be the trough as the integration is 
moving forward according to plan. During the quarter, we consolidated facilities, we did 
some right-sizing, we completed a large data migration and systems conversion which set us 
up for cost savings later in the year. 
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CFO Chris Marshall on the Q1 2019 call: As a result and with systems conversion remaining
on current schedules, we’re feeling very good about Assurant reaching breakeven by year-
end, if not a little before then. 

Valuation of publicly listed Xome peers 

2018 Xome Full Year Revenues: $326 million

CEO Jay Bray from 2017: Xome is a $500 million revenue business, close to a 20 percent 
margin, and that’s just with the current franchise. If you look at the current spin within 
Nationstar, Xome has the potential to be a revenue generator of over $800 million. It’s an 
extremely valuable franchise. “We have had significant inbound inquiries about [whether] 
would we sell Xome and what would that look like. “We’re evaluating that. An $800 million 
company with a 20 percent margin is worth a very big pile of money.” And Bray said that 
making Xome accessible to third-party websites (like the unnamed FSBO platform) were part 
of its value.
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KKR: KEY STRATEGIC PARTNER TO COOP

KKR is the largest shareholder in COOP and a strategic partner. 

COOP's board consists of two individuals from KKR
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RECENTLY SAW THE COMPANY'S FIRST INSIDER BUY

CFO Chris Marshall recently purchased approximately $1 million in 
stock on the open market.

CEO Jay Bray followed shortly after with an approximately $500,000 
purchase.
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CORPORATE DEBT TRADING AT HEALTHY LEVELS

Mr. Cooper corporate debt is trading at a premium to par value as 
of the last trade on 5/10/2019. 
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Moody's comments for corporate debt rating related to merger:

The B2 ratings reflect Nationstar's fundamental credit profile and the company's position in the 
U.S. residential mortgage servicing market, constrained profitability, moderate financial 
leverage and the growth of its servicing portfolio, which is mitigated by its solid track record of 
acquiring and integrating residential mortgage servicing assets. 
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The stable rating outlook reflects our expectation that Nationstar will be able to maintain its 
solid servicing performance and reap the financial benefits of its larger servicing portfolio. It 
also reflects Moody's expectation that Nationstar's core profitability (which excludes changes in
the value of mortgage servicing rights) will improve modestly and that the company will be able
to maintain its leverage. 

The ratings could be upgraded if the company demonstrates sustainable improvement in its 
financial performance, such as consistently achieving core pretax income to total assets of more
than 1.5%, while maintaining its servicing performance and franchise value. 

The ratings could be downgraded if the company's financial performance materially 
deteriorates, for example, if core pretax income to assets falls to less than .75% for an extended
period of time. In addition, the ratings could be downgraded in the event of material negative 
regulatory actions. 

TRADING AT A STEEP DISCOUNT TO PEERS

Among the top 5 mortgage servicers, COOP trades at a steep discount. 
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Among dedicated servicers, COOP is among the lowest in terms of valuation.

SUMMARY

The complicated nature of Mr. Cooper's business, recent acquisitions, a unique merger and 
declining interest rates negatively affecting earnings have created an extreme value proposition 
in COOP shares. The depression in share price is occurring at a point in time when merger and 
efficiency related costs are peaking, further enhancing profitability in the quarters ahead. 

Interest rate related markdowns and merger/efficiency related costs have clouded the earnings 
picture over the past two quarters. However, the recent trough in rates hasn't been properly 
reflected in the share price, as COOP earnings will see an additional $50 million boost in GAAP
profits at a 2.46% ten year yield. 

Over the longer-term, management is creating an ultra-efficient mortgage servicing platform 
that will consistently produce cash while adequately replenishing the servicing portfolio due to 
the strength in their origination platform. Further, the company has abundant capital resources 
and KKR as a strategic partner, enabling opportunistic growth initiatives to be pursued when 
they become available. The growing efficiency of Mr. Cooper's servicing platform will also 
attract sub-servicing opportunities as financial companies will seek out the best in class solution
for the servicing of their portfolios. 

The undervalued nature of Xome adds significant optionality as the platform scales with the 
recent Assurant acquisition adding technological capabilities and the ability to attract third party
clients at an increasing pace. 
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DISCLAIMER

This document is not intended for public use or distribution. While all the information prepared in this document is believed
to be accurate, T11 Capital makes no express warranty as to the completeness or accuracy, nor can it accept responsibility 
for errors appearing in the document. An investment with T11 Capital is speculative and involves a high degree of risk. 

The portfolio is under the sole trading authority of the investment manager. An investor should not make an investment, 
unless they are prepared to lose all or a substantial portion of their investment. The fees and expenses charged in 
connection with this investment may be higher than the fees and expenses of other investment alternatives and may offset 
profits. There is no guarantee that the investment objective will be achieved. Moreover, the past performance of the 
investment manager should not be construed as an indicator of future performance. Any projections, market out
looks or estimates in this document are forward looking statements and are based upon certain assumptions. 
Other events which were not taken into account may occur and may significantly affect the returns or performance of the 
managed portfolios. Any projections, outlooks or assumptions should not be construed to be indicative of the actual events 
which will occur. 

The enclosed material is confidential and not to be reproduced or redistributed in whole or in part without the 
prior written consent of T11 Capital Management. The information in this material is only current as of the date indicated, 
and may be superseded by subsequent market events or for other reasons. Statements concerning financial market trends 
are based on current market conditions, which will fluctuate. Any statements of opinion constitute only current opinions of 
T11 Capital Management, which are subject to change and which T11 Capital does not undertake to update. Due to, among
other things, the volatile nature of the markets, an investment  with T11 Capital may only be suitable for certain investors.

Parties should independently investigate any investment strategy or manager, and should consult with qualified investment, 
legal and tax professionals before making any investment. 

The S&P 500 and Russell 2000 are indices of US equities. They are included for informational purposes only and 
may not be representative of the type of investments made by T11 Capital Management. 
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