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Notes
(1) Sources: Morgan Stanley Housing Group, Bloomberg
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Bond Funded Single Family Executions Are Performing 

Step Coupon Bonds

Premium Serials

PAC Bonds

ESG

 Diversify the offered term bonds and tap incremental direct retail and 
professional retail demand

 Achieve an early optional redemption feature (3-5 years) at no cost
 Reduce overall financing costs

 Issuers are structuring serials prior to the call date with premium 
(5%) coupons and special redemption call lockouts

 Currently pricing at yields as much as 30 bps lower vs. par serials

 Pricing supports sub-1% yields and average lives beyond 5Y
 PACs with average lives beyond 5Y not seeing spread penalty
 Cap Re, one of the most prominent PAC buyers historically, not 

participating given how low yields/spreads are

 Single family Social Bonds – AMI and DPA disclosure
 Multifamily Sustainability Bonds and Social Bonds
 New ESG-dedicated funds (Nuveen, Fidelity, VanEck)
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Premium Serials – Pricing Comps and Buyer Base
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Issuer CT HFA MA HFA IA FA PA HFA SC SHFDA
UW MS MS MS BofA Citi
Pricing Date Mon 9/13 Wed 9/8 Tue 8/24 Wed 8/18 Wed 8/4

5% Coupons 5% Coupons 5% Coupons 5% Coupons 5% Coupons

Year Spread Yield Spread Yield Spread Yield Spread Yield Spread Yield
1 4 0.12% 2 0.10% 4 0.10% 5 0.10%
2 8 0.19% 5 0.16% 10 0.18% 15 0.20%
3 12 0.30% 9 0.27% 16 0.30% 20 0.30%
4 16 0.45% 10 0.40% 19 0.45% 36 0.55%
5 16 0.58% 15 0.57% 22 0.61% 31 0.65%
6 23 0.79% 23 0.80% 30 0.79% 34 0.86% 35 0.80%
7 29 0.96% 28 0.96% 34 0.95% 43 1.07% 53 1.10%
8 40 1.18% 66 1.45% 44 1.15% 48 1.22% 69 1.35%
9 73 1.60% 73 1.60% 54 1.35% 56 1.38% 79 1.55%
10 75 1.70% 75 1.70% 82 1.70% 64 1.53% 83 1.65%
11 84 1.85% 84 1.85% 91 1.85% 90 1.85% 88 1.75%
12 89 1.95% 89 1.95% 95 1.95% 93 1.94%

ESG Premium Serial Buyers

Additional Premium Serial Buyers

Highlights:
Premium Serial Pricing as much as 30 bps through Par Serial Pricing
Generate Up to ~130% Price
Aggregate transaction yield benefit of ~3 bps

Notes
(1) Sources: Morgan Stanley Housing Group, Bloomberg



SEPTEMBER 27, 2021

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

PAC Bonds Performing Well
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• Pricing continues to support sub-1% yields and average lives beyond 5 years 
– Bond yield savings of 3 bps for MassHousing (5.5Y AL PAC) and 6 bps for Iowa FA (5.8Y AL PAC)

Recent PAC Buyers

Recent PAC Pricings
Issuer MS Senior Ratings Par ($MM) Pricing Date Average Life Coupon Yield MMD Spread Price
WY CDA Aa1/AA+/-- 17.0 9/14 4.0 3.00% 0.79% 0.29% 50 108.659
CT HFA  Aaa/AAA/-- 47.7 9/13 4.7 3.00% 0.88% 0.38% 50 109.609
MN HFA Aa1/AA+/-- 46.4 9/9 5.0 3.00% 0.90% 0.41% 49 110.186
IL HDA Aaa/--/-- 55.1 9/9 5.0 3.00% 0.91% 0.41% 50 110.136
MA HFA  Aa1/AA+/-- 30.7 9/8 5.5 3.00% 0.95% 0.47% 48 110.910
NC HFA Aa1/AA+/-- 53.9 8/26 5.0 3.00% 0.91% 0.41% 50 110.149
IA FA  Aaa/AAA/-- 36.8 8/24 5.8 3.00% 0.97% 0.49% 48 111.343
TN HDA Aa1/AA+/-- 31.9 8/24 5.0 3.00% 0.85% 0.39% 46 110.465
PA HFA Aa1/AA+/-- 46.9 8/18 4.0 3.00% 0.70% 0.25% 45 109.034
OR HCSD Aa2/--/-- 30.8 8/17 5.0 3.00% 0.86% 0.38% 48 110.412
RI HMFC  Aa1/AA+/-- 52.2 8/17 5.0 3.00% 0.87% 0.39% 48 110.350

Notes
(1) Sources: Morgan Stanley Housing Group, Bloomberg
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Current Market Tax-Exempt Step Coupon Bond Structure
20-Year Step Coupon Bond vs. 20-Year Par Term Bond
Market Conditions as of September 22, 2021
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1%
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4%

'22 '24 '26 '28 '30 '32 '34 '36 '38 '40
Step Coupon Bond Yield Standard Coupon Bond Yield Step Coupon Rate

2.34% Multi-Step 
Coupon Bond YTM(1)

2.34% Standard
Bond YTM(1)

5Y Call Date 
(2026)

1.75% Initial Step 
Coupon

2.125% Step Coupon

2.50% Step Coupon

3.37% Step Coupon

Considerations:

Step Coupon YTM = Traditional Term YTM

 3Y to 5Y Par Optional Redemption Date

Call Lock Out Prior to Call Date

Diversify structure and access unique investor base 

Reduced funding costs if called prior to maturity

Comparatively higher takedown recouped in ~3.5 
months

Notes
(1) Sources: Morgan Stanley Housing Group
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Step Coupon Bond Pricing Results
Example: $22,695,000 NYCHDC 2021 Series G Step Coupon Bond (Priced August 11)
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Step Coupon Bonds Leveraged Many Small Orders
Distribution of Orders by Order Size, (# of Orders)
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Savings vs Term
Savings (to 2026) 0.77%

Savings (to 2031) 0.54%

Savings (to 2036) 0.30%

Savings (to 2041) 0.08%

• Marketing Campaign
- National FA Conference Call
- Phone Campaign – 586 FAs
- Email Campaign – 4,000 FAs

• Ability to Increase Offered Par Amount 
Based on Demand

Highlights

Notes
(1) Sources: Morgan Stanley Housing Group

Step Coupon Bonds Achieved 8 bps YTM SavingsOrders Continued Throughout Pricing

16,090
19,035 19,855

22,695

5,000

10,000

15,000

20,000

25,000

Total Step Coupon Orders by Time Period, ($M)



SEPTEMBER 27, 2021

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

Step Coupon Impact on Single Family Bond Issuance
Opportunity to Reduce Financing Costs and Increase Optionality

7

Summary of Structures
(A) (B) (C)

Term Structure
Tax-Exempt 

Rates as of 9/22/2021 Plain Vanilla

Replaces 20-year
Term with Step 
Coupon Bond

Accelerated 
Step Coupon 
Redemption

2021 - 2033 Par Serials 0.10% - 1.95% $27,715,000 $27,715,000 $27,715,000 
2034 - 2036 Term 2.00% 9,000,000 9,000,000 9,000,000
2037 - 2041 Term 2.30% 16,290,000 -- --
2037 - 2041 Step Coupon Bonds Steps -- 16,290,000 16,290,000
2042 - 2046 Term 2.45% 13,730,000 13,730,000 13,730,000
2046 - 2051 5Y PAC (100% PSA) 0.92% 32,635,000 32,635,000 32,635,000
Total Par $100,000,000 $100,000,000 $100,000,000 

Yield Run Bond Yield Benefit
Bond Yield (100% FHA) 1.89% 1.87% 1.86%
Bond Yield Benefit -- 2 bps 3 bps

Yield Benefit Increases In Event of Faster Prepayment Speeds
Bond Yield (300% PSA) 1.68% 1.62% 1.61%
Bond Yield Benefit -- 6 bps 8 bps

Yield Benefit Similar For HFAs that Cross Call
Bond Yield (100% FHA)(10 Year Calls Only) 1.91% 1.90% 1.90%
Bond Yield Benefit -- 1 bps 1 bps

Notes
(1) Sources: Morgan Stanley Housing Group, Bloomberg
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Affordable Housing ESG Issuance Up 466% YoY
ESG Housing Issuance Year and Issuer Type 

Percentage of Single Family ESG Designation Issuance

Issuers Who Have Issued Single Family ESG Bonds
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Notes
(1) Sources: Morgan Stanley Housing Group, Bloomberg
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the views herein (if any) are the author’s and may differ from those of our Research Department or others in the Firm. This material is not impartial and is not independent of the interests of our trading and other activities, which
may conflict with your interests. We may deal in any of the markets, issuers, or instruments mentioned herein before or after providing this information, as principal, market maker, or liquidity provider and may also seek to advise
issuers or other market participants.

Where you provide us with information relating to an order, inquiry, or potential transaction, we may use that information to facilitate execution and in managing our market making and hedging activities. This material does not
provide (and should not be construed to be) investment advice (including, without limitation, as defined under the Employee Benefit Income Security Act of 1974, as amended or similar concepts under applicable law) or offer tax,
regulatory, accounting, or legal advice. By submitting this document to you, Morgan Stanley is not your fiduciary, municipal, or any other type of advisor. This material is general in nature and not based on a consideration of any
individual client circumstances and thus should not be considered a recommendation to any recipient or group of recipients. This material is an invitation to consider entering into derivatives transactions under CFTC Rules 1.71
and 23.605 (where applicable) but is not a binding offer to buy or sell any instrument or enter into any transaction. To receive further information in relation to the past performance of the financial instrument and or underlying (as
applicable) and/or the functioning of the financial instrument in different market conditions referred to in any communications produced by Employees of any Morgan Stanley entity based in EMEA, please contact your EMEA
Morgan Stanley Sales representative. Unless otherwise specifically indicated, all information in these materials with respect to any third party entity not affiliated with Morgan Stanley has been provided by, and is the sole
responsibility of, such third party and has not been independently verified by Morgan Stanley, our affiliates or any other independent third party. We make no express or implied representation or warranty with respect to the
accuracy or completeness of this material, nor will we undertake to provide updated information or notify recipients when information contained herein becomes stale.

Any prices contained herein are indicative only and should not be relied upon for valuation or for any use with third parties. All financial information is taken from company disclosures and presentations (including 10Q, 10K and
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of the European Union (Withdrawal) Act 2018 and any securities referred to herein may not be offered in circumstances that would require such publication. Recipients are required to comply with any legal or contractual
restrictions on their purchase, holding, sale, exercise of rights, or performance of obligations under any instrument or otherwise applicable to any transaction. In addition, a secondary market may not exist for certain of the
instruments referenced herein. The value of and income from investments may vary because of, among other things, changes in interest rates, foreign exchange rates, default rates, prepayment rates, securities, prices of
instruments or securities, market indexes, operational, or financial conditions of companies or other factors. There may be time limitations on the exercise of options or other rights in instruments (or related derivatives)
transactions. Past performance is not necessarily a guide to future performance. Estimates of future performance are based on assumptions that may not be realized. Actual events may differ from those assumed, and changes
to any assumptions may have a material impact on any projections or estimates. Other events not taken into account may occur and may significantly affect any projections or estimates. Certain assumptions may have been
made for modelling purposes only to simplify the presentation or calculation of any projections or estimates, and Morgan Stanley does not represent that any such assumptions will reflect actual future events or that all
assumptions have been considered or stated. Accordingly, there can be no assurance that any hypothetical estimated returns or projections will be realized or that actual returns or performance results will not materially differ.
Some of the information contained in this document may be aggregated data of transactions executed by Morgan Stanley that has been compiled so as not to identify the underlying transactions of any particular customer. This
information is not intended to be provided to and may not be used by any person or entity in any jurisdiction where the provision or use thereof would be contrary to applicable laws, rules, or regulations.

This communication is directed to and meant for sophisticated investors, including specifically, institutional investors in the U.S and/or those persons who are eligible counterparties or professional clients in the European
Economic Area or United Kingdom. It must not be re-distributed to or relied upon by retail clients. This information is being disseminated in Hong Kong by Morgan Stanley Asia Limited and is intended for professional investors
(as defined in the Securities and Futures Ordinance) and is not directed at the public of Hong Kong. This information is being disseminated in Singapore by Morgan Stanley Asia (Singapore) Pte. (the “SG Regulated Entity”)
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1948, as amended, hereinafter referred to as the “FIEA”). Such securities may not be offered, sold, or transferred, directly or indirectly, to or for the benefit of any resident of Japan unless pursuant to an exemption from the
registration requirements of and otherwise in compliance with the FIEA and other relevant laws and regulations of Japan. As used in this paragraph, “resident of Japan” means any person resident in Japan, including any
corporation or other entity organized or engaged in business under the laws of Japan. If you reside in Japan, please contact Morgan Stanley MUFG Securities Co., Ltd. for further details at +813-6836-5000.
This information is distributed in Australia by Morgan Stanley Australia Limited A.B.N. 67 003 734 576, holder of Australian financial services license No. 233742, and/or Morgan Stanley Australia Securities Limited A.B.N. 55 078
652 276, holder of Australian financial services license No. 233741, who arranges for it to be provided to potential clients. In Australia, this report, and any access to it, is intended only for "wholesale clients" within the meaning of
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While every effort has been made to ensure the reliability of the session 
content, Fannie Mae’s Selling and Servicing Guides and their updates, 
including Guide Announcements and Release Notes, are the official 
statements of Fannie Mae’s policies and procedures and control in the 
event of discrepancies between the information in this seminar and the 
Guides.

An important note about the seminar content 



How our Mission connects with ESG

Mission
Our mission is to make affordable housing a reality for millions in the United States, by fulfilling our Charter 
purpose of providing  stability, liquidity and affordability in the housing market. 

Environmental, Social and Governance (ESG)
Our ESG strategy builds on this strong foundation and our commitment to responsible and sustainable 
products, services, and operations.

Why is ESG important for Fannie Mae?
• Investors are increasingly incorporating ESG factors into their assessment of potential investments as an 

indicator of long-term risk and value. 

• We have a strong heritage of mission-driven work. The ESG framework is a globally-recognized approach 
through which we can measure and communicate outcomes in a way that investors and the broader 
market can evaluate.  

• As one of the largest issuers of mortgage-backed securities in the U.S., active engagement in ESG  
demonstrates effective management  and an awareness of evolving investor expectations.  

Fannie Mae – Our Mission & ESG

3
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HFA Preferred is Fannie Mae’s affordable lending product available exclusively to 
eligible Housing Finance Agencies (HFAs) to serve low- to moderate-income 
borrowers.  

Based on research

 A “demographic sea change” affecting the housing market 
is defined by the rise of the Millennials, increased diversity, 
and a growing elderly population.

Targeted and goal-oriented

 HFA Preferred may help lenders meet their Community 
Reinvestment Act goals.

Supports sustainable homeownership

 Cancellable mortgage insurance (restrictions apply) and buyer education that 
positions  borrowers for long-term success. 

HFA Preferred is a great option for:

 Borrowers below or above 80% AMI

 Buyers who need flexibility with down payment and income qualification or 
who need down payment assistance

 Borrowers who meet income eligibility as established by the HFA

What is an HFA Preferred Mortgage?
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• Available for both MBS and Whole Loan 
execution. For MBS delivery, we have an 
MRB option as well.

• For Whole Loan execution, we offer loan 
balance versions of HFA Preferred, which 
pass through the market pay-up on these 
products to HFAs delivering on a whole 
loan basis.

• For HFA Preferred Higher Income, we 
continue to offer a version with “all-in 
pricing,” for HFAs or master servicers that 
cannot operationalize risk based LLPAs.

NEW:

• Fannie Mae, in conjunction with Freddie 
Mac, enhanced its MBS disclosures to 
provide Special Eligibility Program 
information at the loan and pool level.

• September 7, 2021 - Available in the 
monthly disclosures. The enumerations for 
the Special Eligibility Program attributes 
include F – HFA Preferred™ / HFA 
Advantage®

HFA Preferred - Execution Offerings 
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HFA Preferred benefits
Affordable. Flexible. Sustainable.

 Low down payment with up to 97%/ 105% 
CLTV financing for home purchases

 Borrower is not required to be a first-time 
home buyer

 Flexible sources of funds with no minimum 
contribution requirement from borrower’s 
own funds (1-unit properties)

 HFAs are Community Seconds providers 
and set their borrower income limits

 Premium pricing allowed to fund 
Community Seconds

 No loan-level price adjustment (LLPA) for 
loans <=80% AMI

 Rental and boarder income may be 
considered for qualifying

 Reduced private mortgage insurance (PMI) 
requirements for loans <=80%AMI 

 Cancellable private mortgage insurance 
(PMI) may be removed per Servicing Guide 
policy

 Manufactured Housing up to 95% LTV/105% 
CLTV*

 Homeownership Education requirements to 
be determined by the HFA

* LTV up to 97% LTV/105% CLTV when using MH Advantage
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Fannie Mae - Social Bonds

• Issued Multifamily social bonds

• Published our Sustainable Bond 
Framework, which outlines our 
aspirations for a Single-Family 
Social Bond
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Disclaimer
RBC Capital Markets, LLC (“RBC CM”) is providing the information contained in this presentation for discussion purposes only and not in connection with RBC CM
serving as underwriter, investment banker, municipal advisor, financial advisor or fiduciary to a financial transaction participant or any other person or entity. RBC
CM will not have any duties or liability to any person or entity in connection with the information being provided herein. The information provided is not intended to be
and should not be construed as “advice” within the meaning of Section 15B of the Securities Exchange Act of 1934. The recipient should consult with its own legal,
accounting, tax, financial and other advisors, as applicable, to the extent it deems appropriate.

The information contained in this presentation has been compiled from sources believed to be reliable, but no representation or warranty, express or implied, is made
by the RBC CM, its affiliates or any other person as to its accuracy, completeness or correctness. The information and any analyses in these materials reflect
prevailing conditions and RBC CM’s views as of this date, all of which are subject to change. The printed presentation is incomplete without reference to the oral
presentation or other written materials that supplement it.

The material contained herein is not a product of any research department of the RBC CM or any of its affiliates. Nothing herein constitutes a recommendation of
any security regarding any issuer, nor is it intended to provide information sufficient to make an investment decision.

IRS Circular 230 Disclosure: RBC CM and its affiliates do not provide tax advice and nothing contained herein should be construed as tax advice. Any discussion of
U.S. tax matters contained herein (including any attachments) (i) was not intended or written to be used, and cannot be used, by you for the purpose of avoiding tax
penalties; and (ii) was written in connection with the promotion or marketing of the matters addressed herein. Accordingly, you should seek advice based upon your
particular circumstances from an independent tax advisor.

This presentation is proprietary to RBC CM and may not be disclosed, reproduced, distributed or used for any other purpose without RBCCM’s express written
consent. To the fullest extent permitted by law, RBC CM, any of its affiliates, or any other person, accepts no liability whatsoever for any direct or consequential loss
arising from any use of this communication or the information contained herein.
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Volume of Single Family Housing Bonds Issued - Historical

Source: Refinitiv SDC, as of September 15, 2021; New Money figures exclude mixed use financings
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Social Bonds in Single Family Housing

Social Bond Certification in Single Family YTD 2021
 There are now more HFAs designing their bonds as

Social (than not)

 YTD 2021, there have been 17 self-certified, 5 2nd

party certified and 15 non-social single family state
HFA bonds

 An issuer can either self-certify or have a second
party verification firm provide an opinion

 Second Party certification may expand investor
base by including social institutional investors who
would only purchase bonds with a second party
certification

 There has been recent inquiry by SEC on ESG
Fund designation (investment funds, not issuers)
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Benefits to Homeownership

Benefits of Homeownership

Source: * Federal Reserve Survey 2016; ** National Association of Realtors and Joint Center for Housing Studies of Harvard University

 Homeowners have 44 times net worth of renters* ($231K vs. $5.2K)

 Societal Benefits (not cause/effect but correlation) – even adjusting for income and education**

 Increased charitable giving

 Civic participation locally and nationally (including voting)

 Greater attachment to neighborhood

 Children of homeowners do better by almost all measure (breaking the cycle of poverty)
• Lower teen pregnancy 
• Higher test scores/high school graduation/college matriculation rates
• Lower teen delinquencies (including incarceration)
• Better health
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New Emphasis on Homeownership

Jay-Z and Will Smith Invest $165 Million in a Tech Startup That 
Helps Low-Income Americans Become Homeowners

Jay-Z’s Roc Nation and Will 
Smith’s Dreamers VC would 
be investing into a startup 
called Landis Technologies for 
their rent to own homeownership 
program.

 Fortune Magazine
 Bloomberg
 Bankrate.com
 Yahoo Finance
 Atlanta Black Star
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Homeownership Rates by Race

Source: U.S. Census Bureau
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Challenges for HFAs

Source: 1) Federal Reserve Survey 2016; 2) Joint Center for Housing Studies of Harvard University.

 IRS Income Limits are based on 2 categories: 
- (1) one or two or (2) three or more
- Immigrant families/people of color often live in multigenerational homes that are larger 

 Gentrification of Urban Areas (historically)
- Purchase price limits often test the conventional view of “affordability”
- Certain affordable products are capped at conforming loan limits 
- For TBA – capital market penalty for super-conforming/jumbo loans

 MRB Purchase Price is adjusted once a year (2020)
- Between income increases, inflation and housing appreciation, we’re playing catch up
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Observations

Source: 1) Federal Reserve Survey 2016; 2) Joint Center for Housing Studies of Harvard University.

HFAs are making a concerted effort to reach underserved communities:

 Outreach to National Association of Minority MBA, NAHREP, NAREB, AREAA

 Marketing in Spanish language radio stations

 Outreach to African-American churches

 Outreach to Asian banks/communities

 HUD 184 Loans to Native Americans

 Kosher and Sharia compliant mortgages

 Additional First Time Homebuyer training

 Additional Downpayment Assistance Programs 



PHFA – Single Family 
Financing Discussion





Pennsylvania Housing Insurance Fund 
(PHIF)
• Structured as a risk retention program
• Alternative to private mortgage insurance on MRB 

loans
• Provides for 97% conventional financing

• Up to 100% financing with down payment assistance loans

• Viewed as G.O. rating by rating agencies (smaller 
haircut)

• Additional revenue source
• Great underlying credit quality

• 740 FICO





K-FIT

• 0% rate forgivable over 10yrs
• Bond funded
• Average DPA provided = $9,355
• Average loan amount = $185,545

• Non-K-Fit MRB avg. loan amount = $167,233

• Over $500MM in locks in 6 months since rollout



Volume Summary
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MRB Executions Utilized

• Fixed rate
• Premium lockout serials
• PAC bond
• Social bond designation
• Pricing par bonds in 01’s
• Slight premiums & discounts



Upcoming Taxable Product

• For loans not allowable under tax exempt rules
• DPA option
• Refinance option
• Issued under existing parity indenture
• Structuring of bonds
• 200% of State AMI



Audience Q&A
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