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Investors should expect CRT tender offers to become regular events in the
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sector, though their terms and timing would remain somewhat uncertain.
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age clearly motivate the agencies to tender. But the agencies are likely to
remain opportunistic in offering tenders, introducing some uncertainty as
CRT investors assess their potential holding periods. Freddie alluded to a
quarterly schedule of tender offers, but is not offering more specific guidance similar to its CRT
issuance calendar. Fannie has not specifically committed to future tender activity.
Still, with Fannie issuing CAS deals again after a 20-month hiatus, and the credit performance
outlook for seasoned mortgages relatively benign, the tender-implied long put option investors
receive should support CRT investment rationale. Investors may be able to reallocate funds to fresh
CRT bonds, especially if the agencies look to issue new deals around tender offers.

GSEs Offered Three CRT Tenders YTD
Fannie announced the results of its second tender offer earlier this month. This follows the results
of Freddie’s third tender in June. Fannie offered its first tender back in November 2021. Freddie had
previous tenders in February 2022, and September 2021 (Figure 1).
Figure 1. STACR and CAS Tender Offers

Source: Freddie Mac, Fannie Mae, and Academy Securities
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The GSEs tenders thus far included 2014- to 2019-vintage deals, both high- and low-LTV deal
types. The tenders included M2 and M3 bonds across those deals (Figure 2).
Figure 2. CRT Tender Offers by Vintage and Deal Type

Source: Freddie Mac, Fannie Mae, and Academy Securities

Glancing through the tendered percentage results that the agencies reported, recent 2018- and
2019-vintage deals saw higher tendered rates, on average, compared to more seasoned vintages
(Figure 3). In turn, low-LTV deals had higher levels compared to high-LTV deals, on average.
Figure 3. CRT Tendered Percentage by Vintage and Deal Type

Source: Freddie Mac, Fannie Mae, and Academy Securities
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Interplay of Tenders and Five-year Call Option Yet to Come
Going forward both tender offers and call options could impact investors’ holding periods and returns.
Both agencies introduced five-year call options in 2021-vintage deals. These options join the already
existing clean up calls on seasoned deals. Freddie exercised a call option on STACR 2014-HQ1 in May
2022. The agency lists five other 2014- and 2015-vintage deals as potentially callable within the next 12
months.
All else equal, the call options are inferior to a tender offer from investors’ perspective, as the issuer
holds the option. Still, unlike tenders, investors may be better able to evaluate the option costs, and
timing of exercise. Similar to tender offers, capital relief benefits and CRT credit costs should drive the
agencies decision to exercise their call options. While this means the agencies can choose to call even
discount bonds under certain circumstances, they may be more likely to choose to tender such bonds.
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Academy Securitized Products Research Recent Reports
NYC Multifamily: Rent Increases to Support Cashflows Amid Regulatory Restrictions

Inflation-Resistant Leases: Rent Steps Offer Some Revenue Protection, though Not Much

Industrial Delinquencies: Don’t Happen Often, but Watch Closely When They Do

Housing at a Crossroads: Single-family and Multifamily Exposures

Senior Housing: Focus on Segment Selection Amid Pandemic Impact

Hotel Reserves: Key Performance Driver after Pandemic-Driven Depletion

Disaster Performance: Pandemic Forbearance Resolutions Bode Well for Future Stresses

Government Tenants: Short Termination Notices and Specialized Properties

Russian Sanctions Impact: Lease Terminations and Forced Property Sales

Mall Foreclosures: What to Track as Servicers May Shift Away from Modifications
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Disclaimer
Although certain information has been obtained from sources believed to be reliable, we do not guarantee
its accuracy, completeness or fairness. We have relied upon and assumed without independent verification,
the accuracy and completeness of all information available from public sources.
Views and opinions expressed are for informational purposes only and do not constitute a recommendation by Academy Securities for any purpose including buying, selling, or holding any security. Views and
opinions are current as of the date of this presentation and may be subject to change, they should not be
construed as investment advice.
This information discusses general market activity, industry or sector trends, or other broad-based business, economic, market or political conditions and should not be construed as operational, research or
investment advice. This material has been prepared by Academy Securities and is not financial research
nor a product of Academy Securities. It was not prepared in compliance with applicable provisions of law
designed to promote the independence of financial analysis and is not subject to a prohibition on trading
following the distribution of financial research. The views and opinions expressed may differ from those
of Academy Securities. Investors are urged to consult with their financial advisors before buying or selling
any securities. This information may not be current and Academy Securities has no obligation to provide
any updates or changes.
Economic and market forecasts presented herein reflect a series of assumptions and judgments as of
the date of this presentation and are subject to change without notice. These forecasts do not take into
account the specific investment objectives, restrictions, tax and financial situation or other needs of any
specific client. Actual data will vary and may not be reflected here. These forecasts are subject to high
levels of uncertainty that may affect actual performance. Accordingly, these forecasts should be viewed
as merely representative of a broad range of possible outcomes. These forecasts are estimated, based on
assumptions, and are subject to significant revision and may change materially as economic and market
conditions change. Academy Securities has no obligation to provide updates or changes to these forecasts.
Case studies and examples are for illustrative purposes only.
Index Benchmarks
Indices are unmanaged. The figures for the index reflect the reinvestment of all income or dividends, as
applicable, but do not reflect the deduction of any fees or expenses which would reduce returns. Investors
cannot invest directly in indices.
The indices referenced herein have been selected because they are well known, easily recognized by investors, and reflect those indices that the Investment Manager believes, in part based on industry practice,
provide a suitable benchmark against which to evaluate the investment or broader market described herein. The exclusion of “failed” or closed hedge funds may mean that each index overstates the performance
of hedge funds generally.
THIS MATERIAL DOES NOT CONSTITUTE AN OFFER OR SOLICITATION IN ANY JURISDICTION WHERE OR TO ANY
PERSON TO WHOM IT WOULD BE UNAUTHORIZED OR UNLAWFUL TO DO SO.
©Academy Securities, Inc.

July 19, 2022

5

