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Ohio Housing Finance Agency 
2nd Mortgage Bond Transaction 

Homeownership: Empowering New Buyers 
 
 

The Ohio Housing Finance Agency (OHFA) currently utilizes the To Be Announced (TBA) Market for the 

funding of loans, lender compensation and homebuyer assistance. Utilizing this market has enabled 

OHFA to offer affordable loans and assistance to low to moderate income homebuyers; however the 

cost of such funding can be expensive. Those homebuyers utilizing OHFA’s down payment assistance 

products represent 90 percent of the loan reservations; with 40 percent using 2.5 percent assistance 

and the remaining using 5 percent assistance. Under the current funding strategy, the cost for the 

premium to provide this assistance to homebuyers is 250 and 500 basis points respectively, which in 

turn results in a significant increase in the rate charged to the homebuyer. OHFA is always looking for 

creative and innovative ways to efficiently fund loans in order to provide as low a mortgage rate as 

possible to our low to moderate income homebuyers. 

In the spring of 2015 OHFA was presented with an idea to utilize current performing and amortizing 

second lien mortgages as well as GNMA Mortgage-Backed Securities held in the OHFA portfolio as 

collateral for a $6 million bond transaction that would be used to fund new second mortgage loans. The 

$6 million in new second mortgages would support nearly $200 million in first mortgages loans (none of 

which would be used as collateral for the transaction). OHFA’s transaction was the first bond-funded 

second mortgage loan in nearly seven years. The bond was to be unrated and had an expected coupon 

of 9 percent.  

OHFA determined it advantageous to go to market in the summer of 2015. The transaction required 

extensive investor education and marketing but was successful; achieving a 7.5 percent coupon and two 

investors. These positive results netted a cost of 258 basis points for new second mortgage loans 

regardless of the assistance amount (either 2.5 percent or 5 percent). In comparison with TBA, the 

second mortgage bond transaction allowed for a reduction of 50 percent in costs on the 5 percent 

assistance loans (formerly 500 basis points). Reducing the cost of assistance allowed OHFA to reduce 

interest rates from 0.12 percent-.50 percent to the homebuyer.  
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