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What’s trending….

1. Rates are on the move!
• First rate cut in 4 years: The Federal Reserve implemented a 50 basis point cut in interest rates as part of 

an effort to achieve a soft landing for the economy. The half point cut caught many by surprise;  
however, additional rate cuts are anticipated in 2025.

• Higher for Longer: Despite the recent cut, the overall trend of higher-for-longer interest rates persists, 
influencing market conditions significantly.

 Market Dynamics:
• Refinance and Resale Activity: There has been a noticeable increase in refinance and resale transactions 

in the last quarter, providing a temporary boost to the market.
• Low Inventory and Affordability Crisis: Historically low inventory levels continue to exacerbate the 

housing affordability crisis. Rising loan prices are adding further pressure on would-be homebuyers.
 

Implications for Housing Finance Agencies (HFAs):
• Refi Dynamics: While great for borrowers,  widespread refinancing can disrupt  financial planning and 

resource allocation.

• Effective DPA Allocation: HFAs are tasked with effectively directing down payment assistance to help 
borrowers navigate these financial challenges.

• Addressing Cost Pressures: Finding resources and strategies while optimizing operations, affordability 
and reach. 
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What's trending cont.….

2. Politics, Policies, and Process
• Gaming Out Policy Pros and Cons Between Candidates: Uncertainty is plentiful. It's essential to 

anticipate and plan for policy changes depending on the outcomes of upcoming elections. The candidates 
propose various housing-related policies that could impact the market.

• Policy Movement:  Favorable housing policies and programs  were introduced,  having significant 
implications for the housing market, influencing both supply and demand.

• Reporting: Keeping abreast of policy developments and maintaining transparency in reporting practices is 
key for stakeholders to understand and adapt to new regulations.

3. Bond performance – Investor Sentiment
General Outlook:

Positive Investor Sentiment:  
• Bond investors are generally optimistic about higher returns.
• Bond volatility has subsided (reverting to 20-yr average). 
• Bonds continue to play an essential role to balance out portfolio risk. 
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State HFA Sector Monitoring: Key Highlights

Quarterly Sector Outlook 

The CDSL sector faces many headwinds; however, Fitch's neutral 2024 outlook 
reflects its view that CDSL issuers are well positioned to face competing challenges. 
Home prices continue to increase annually, which, combined with high mortgage rates, 
exacerbates the already acute housing affordability crisis. Fitch continues to monitor 
the sector, as a larger-than-expected economic contraction could lead to higher 
unemployment and more severe loan losses than currently projected. Strong operating, 
expense and loss controls will continue to be key, albeit in an easing, inflationary 
environment.
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State HFA Sector Monitoring: Key Highlights Cont.

 HFAs showed resilience and strategic 
adaptability, with significant growth in 
assets, debt, and loan issuance.

Balance Sheet Growth:
» Over five years, assets grew by 15% and debt 

by 11%.

Equity and Leverage:
» Aggregated equity grew by 3.9% in FY 2023, 

aligning with the five-year avg increase of 4.8%.
» Improved bond financing expected to positively 

impact long-term equity growth.
» Median adjusted Debt-to-Equity (DTE) ratio 

increased to 3.1x from 2.8x in FY 2022.

Net Interest Spread (NIS):
» Continued positive trend with median NIS at 

41% in FY 2023, up from 38% in FY 2022.
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What’s in the HFA Tool Box?

Debt 
Issuance

Policies

Products

Timing

Balance Sheet

Resources

Reach Maximizing Issuance

Maximizing Policies

Maximizing Products

 Maximizing Timing

Maximizing Balance Sheets

Maximizing Resources 

Maximizing Reach (High-Touch 

Servicing and Solutions)
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Maximizing Bond Issuance

 HFA Issuance 
1. HFAs have continued to issue bonds to finance affordable housing.

• There has been a strong uptick in both tax-exempt and taxable mortgage revenue bond issuance among HFAs in 2023 
and 2024. 

✓ Driven by strong demand for HFA loans, which offer more competitive mortgage rates compared to 
conventional loans when rates are high.

✓ HFAs are also enhancing their loan products by providing larger down payment assistance, 
affordable homeowners insurance options and other benefits not otherwise available from 
conventional lenders.

✓ HFA bond issuance is expected to remain strong for the remainder of 2024, but may be limited by 
private activity bond (PAB) volume cap.

2. The industry is also issuing more social impact, and sustainability bonds to foster social-mission lending.

3. The focus on Environmental, Social and Governance (ESG) issues has intensified. 

Issuance

Policies

Products

Timing

Balance 
Sheet

Resources

Reach
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Maximizing Policies

A Renewed Focus on the “Missing Middle”

• Governments and states are collaborating with private developers to construct workforce housing 
through tax-exempt bonds, tax incentives, government loans, and subsidies, which help local workers 
afford to live in the communities they serve.

• The Infrastructure Investment and Jobs Act (IIJA) boosted funding for infrastructure, including low-
interest loans for Transit-Oriented Development (TOD) projects that integrate housing with public 
transit, aiming to create compact, walkable communities.

• By incorporating public transit access into their development plans, developers of essential housing 
projects are hoping to take advantage of the low-cost financing being made available by the U.S. 
Department of Transportation (DOT).
✓ For TOD projects, TIFIA loan proceeds can be used to finance up to 49% of eligible costs for 

projects near transit, intercity bus or passenger rail stations, while RRIF loan proceeds can be used 
to finance up to 75% of eligible costs for projects near commuter rail or intercity passenger rail 
stations. 

✓ Further, under the TIFIA Rural Project Initiative, projects outside of urban areas are eligible for 
loans at rates that are one-half of the U.S. Treasury rate (or 2.06% as of Jan. 3, 2024).

✓ Both the TIFIA and RRIF programs also offer long-term repayment options of up to 35 years. Loans 
must be fully amortizing with no bullet maturities.

Issuance

Policies

Products

Timing

Balance 
Sheet

Resources

Reach
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What’s in the Tool Box Cont. Policies

Products

Timing
Balance

Sheet

Resources

Reach

Maximizing The Balance Sheet (Product Type and Size)

Maximizing Resources (DPA Demand is Strong)

Maximizing Reach (High-Touch Servicing and Solutions)

• HFAs’ pre-mortgage engagement with borrowers, including homebuyer 
education programs and continued active oversight following mortgage 
origination, has proven effective. However, lending standardization is key.

• Delinquency rates began to stabilize in 2H23, although they could be 
impacted by cooling labor markets and expected slowing growth through 
2H24. Tailored servicing, technological advances, and loss mitigation are 
critical for long-term impact.
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Fitch’s “State HFAs Sector Monitor: 2024”  
is now available:   
www.fitchratings.com

Thank you for your continued 
participation!

HOT OFF THE PRESS!

http://www.fitchratings.com/
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Risks of Inadequate Reporting

• Poor decision making

• Lack of accountability

• Limited strategic planning

• Decline in financial health

• Compliance violations
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Step 1: Monthly Budget-to-Actual Reports
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Step 1: Monthly Budget-to-Actual Reports

• Data Access Studios (DAS) from ReportsNow ®

• JDE-focused reporting tool

• Category Codes

• Means of labeling accounts in ERP

• Automated Reporting

• Emails distribute reports as Excel file attachments

• Three levels of detail available
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Step 1: Monthly Budget-to-Actual Reports
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Step 1: Monthly Budget-to-Actual Reports

25NCSHA Annual Conference & Showplace



Step 2: Drillable Reports for Executives

Busy executives need more concise 

reporting that still allows them to get to 

detail quickly if needed.  
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Step 2: Drillable Reports for Executives
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Step 2: Drillable Reports for Executives
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Step 2: Drillable Reports for Executives
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Step 3 Forecasting?
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an official confirm. The views of the author may differ from others at MS (including MS Research). MS may engage in conflicting activities -- including principal trading before or after sending these views -
- market making, lending, and the provision of investment banking or other services related to instruments/issuers mentioned. No investment decision should be made in reliance on this material, which is 
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derivatives transactions under CFTC Rules 1.71 and 23.605 (where applicable) but is not a binding offer to buy or sell any financial instrument or enter into any transaction. It is based upon sources 
believed to be reliable (but no representation of accuracy or completeness is made) and is likely to change without notice. Any price levels are indicative only and not intended for use by third parties. 
Subject to additional terms at http://www.morganstanley.com/disclosures.

Geoff Proulx, Managing Director 

Morgan Stanley

Geoff.Proulx@morganstanley.com

Morgan Stanley & Co. LLC (“Morgan Stanley”) is not implying an affiliation, sponsorship, or endorsement with NCSHA or its affiliates. NCSHA and its logo are trademarks and service marks of NCSHA. Morgan Stanley, the Morgan Stanley logo and other Morgan Stanley trademarks and service marks referenced herein 

are trademarks and service marks of Morgan Stanley or its affiliates.
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Leveraging Tax-Exempt and Taxable MRBs to Enhance Profitability

32

Record HFA MRB Issuance in 2023 and 2024

• 2023 and 2024 have seen increased MRB issuance 
– MRBs have outperformed TBA
– 30-year taxable bond structures have been well received by the market

• 2023 SF volume 
– Up 52% versus 2022
– Taxable SF issuance up 67% versus 2022

• 2024 SF volume up 38%
– Taxable SF issuance up 54%

Taxable MRBs Funding Both MRB and Non-MRB Eligible Loans

• HFAs have widely incorporated long term taxable MRBs in finance plans

– Fund MRB-eligible loans and leverage volume cap

– Fund non-MRB eligible loans 

• Strong investor demand for taxable HFA bonds across the curve

• Taxable PAC issuance up 63% YoY

• Blending tax-exempt and taxable enhance profitability in the current market

Taxable Structuring Considerations

• Blended tax-exempt / taxable

• Allowable taxable mortgage rate / spread position

• Relative value investors
– Serials, Terms, PACs
– 5 and 6 year average life PACs
– Whole loan vs MBS
– Coupon
– Structuring bands

Source: Morgan Stanley Housing Group



OCTOBER 1, 2024NCSHA ANNUAL CONFERENCE - MAXIMIZING AGENCY RESOURCES 33

Please see additional important information and qualifications at the end of this material.

Morgan Stanley & Co. LLC (“Morgan Stanley”) is not implying an affiliation, sponsorship, or endorsement with NCSHA or its affiliates. NCSHA and its logo are trademarks and service marks of NCSHA. Morgan Stanley, the Morgan Stanley logo and other Morgan Stanley trademarks and service marks referenced herein are trademarks and service marks of Morgan Stanley or its affiliates.

Indicative Tax-Exempt / Taxable Blended Structure

Fixed Rate Serials and Terms

Bond Structure TE Bond Yields TX Bond Yields TE Series TX Series Combined

Serials 2.90% - 3.85% 4.15% - 4.89% $15,990,000 $31,585,000 $47,575,000 

2039 Term 3.90% 4.94% 7,415,000 14,330,000 21,745,000

2044 Term 4.20% 5.30% 14,649,000 27,695,000 42,344,000

2049 Term 4.40% 5.35% 20,150,000 38,225,000 58,375,000

2054 Term 4.50% 5.40% 26,796,000 53,165,000 79,961,000

Total Proceeds $85,000,000 $165,000,000 $250,000,000

Bond Yield @ 100% FHA 4.274% 5.229% 4.911%

Mortgage Yield (Pre TE / TX Blending) 6.417% 6.417% 6.417%

Spread Position (Pre Blending) 2.143% 1.188% 1.507%

Mortgage Yield (Post TE / TX Blending) 5.399% 6.927% 6.417%

Spread Position (Post Blending) 1.125% 1.697% 1.507%

Source: Morgan Stanley Housing Group
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Housing Issuance: 2024 vs 2023YTD
Issuance Volume is Up 24%, Driven by 38% Increase in Single Family

0

1,000

2,000

3,000

4,000

5,000

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

2023 2024

($MM), All Bids, By Month

Single Family (+38.3%YoY)

Period Total ($MM)
2023 CY $21,600
2023 YTD 14,623
2024 20,229

2024 vs. 2023 YTD 38.3%
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($MM), All Bids, By Month

Multifamily (+6.0%YoY)

Period Total ($MM)
2023 CY $19,716
2023 YTD 11,343
2024 12,019

2024 vs. 2023 YTD 6.0%

Note: Data as of September 18, 2024 Source: Refinitiv
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Single Family Housing Issuance: 2024 vs 2023YTD

Note: Data as of September 18, 2024 Source: Refinitiv

Issuance Volume is Up 38%
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Tax-Exempt (+30.2% YoY)

Period Total ($MM)
2023 CY $14,285
2023 YTD 9,771
2024 12,724

2024 vs. 2023 YTD 30.2%
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Period Total ($MM)
2023 CY $7,315
2023 YTD 4,853
2024 7,505

2024 vs. 2023 YTD 54.7%
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PAC Bond Issuance in 2024

36

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Par ($MM), By Month

2023 and 2024YTD Tax-Exempt and Taxable PAC Bond Issuance by Month (+27.5% YTD)

0

1,000

2,000

3,000

4,000

5,000

6,000

7,000

8,000

2023 Tax-Exempt 2023 Taxable 2024 Tax-Exempt 2024 Taxable

Tax-Exempt PACs

Period Total ($MM)

2023 CY $3,839

2023 YTD 2,743

2024 3,151

2024 vs. 2023 YTD 14.9%

Taxable PACs

Period Total ($MM)

2023 CY $1,392

2023 YTD 973

2024 1,588

2024 vs. 2023 YTD 63.3%

Source: Bloomberg as of September 18, 2024
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Taxable PAC Bonds – Pricing Comps
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Note: Bloomberg as of September 18, 2024
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Taxable Structuring Considerations

• 30+ unique institutional investors in recent issues

• Term bonds attracting constant subscription 

• Order Results: PAC bond buyers base focused on credit and structure

–MBS

– Average life

– Upper band table

– Payment History

38

Recent Transaction Order Highlights

Considerations in the Current Market
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Indicative Subscription Levels

• Recent taxable PAC transactions have received orders from up to 6-8 unique investors

• Terms often oversubscribed by 2.5x to 5x

– Term oversubscription has kept spreads similar despite lower USTs

Par

Source: Morgan Stanley Housing Group
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Disclaimer

The information in this material was prepared by sales, trading, or other non-research personnel of Morgan Stanley for institutional investors. This is not a research report, and unless otherwise indicated, the views herein (if any) are the 
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