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= The existing method to calculate the cost of the 0.005%

prepayment option included many short-cuts: Tl00%  0.00% 100%  200%  3.00%
) ) Refinance Incentive = Quantification of prepayment option on the
o The method did not takg Into acFount all embedded value/profitability of the loan
crucial parameters and information portfolio

available (e.g. client profile);
= More accurate pricing of the prepayment

o The calculation was not performed on a cost in the new production

granular level
= More complete hedging arrangements
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