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100% HomeReady and Home Possible Pools May Exhibit Unique 
Prepay Path

The recent elimination of upfront fees on GSEs affordable mortgage 
programs underscores the unique path the affordable segment may take as 
the broader housing market weakens and single-family pools face slower 
prepays. The Federal Housing Finance Agency (FHFA) eliminated upfront fees 
for HomeReady and Home Possible loans, among other targeted changes to 
the GSEs guarantee fee pricing that the regulator announced.1 Fannie Mae 
notified lenders last Friday that it will implement the changes on December 
1, 2022, via Loan Level Price Adjustments (LLPA) waivers.2 

The fresh changes follow on increases to upfront fees FHFA implemented earlier in the year on 
certain high balance loans and second home loans. Taken together, the g-fee changes could 
further bifurcate prepayment speeds across MBS pools based on product categories. Overall, 
Fannie and Freddie’s average g-fees stood at 61.7 bp and 62.0 bp in Q2 2022, slightly increasing 
from the previous quarter, according to ULI. 

Investors can now find over 2,700 Fannie Mae or Freddie Mac pools that are completely backed 
by HomeReady or Home Possible loans. The overall volume of 100% HR/HP pools now stands at 
$17.2 billion. HR/HP issuance has picked up in 2022, reaching $12.3 billion, compared to $3.3 billion 
last year (Figure 1). 

1   FHFA Announces Targeted Pricing Changes to Enterprise Pricing Framework, October 24, 2022
2   Lender Letter (LL-2022-05): Updates to Loan-level Price Adjustments, Fannie Mae, November 4, 2022

Figure 1. 100% HomeReady and Home Possible Pools Issuance 

Source: Bloomberg and Academy Securities

https://www.fhfa.gov/Media/PublicAffairs/Pages/FHFA-Announces-Targeted-Pricing-Changes-to-Enterprise-Pricing-Framework.aspx
https://singlefamily.fanniemae.com/media/32386/display
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HR/HP Speeds Largely Lower Across the Incentive Buckets 

The advantageous g-fee schedule HR/HP loans face following the FHFA changes could potentially 
increase prepay speeds in the segment. 100% HR/HP pool speeds across most of the incentive 
buckets have generally been lower compared to generic collateral (Figure 2). For example, HR/
HP speeds are 0.74 to 4.72 slower than FNCL speeds for out-of-money buckets. The GSEs started 
issuing 100% HR/HP pools only in 2016. To compare 100% HR/HP pools’ speeds to generic pools on 
a normalized basis, Figure 2 shows an S-curve for FNCL pools issued 2016 and later.

The 100% HR/HP pool speeds remain slower than generic collateral for most in-the-money 
buckets, offering call protection on the affordable collateral. At the top ITM buckets HR/HP 
speeds exceed generic collateral. Figure 2 also shows the 100% HR/HP pool speeds versus the 
overall HR/HP loan universe, as HR/HP loans can also comprise a certain percentage of generic 
pools.

Low Down Payment Programs
A key feature of the affordable mortgage program is low down payment requirements. For 
example, Fannie’s HomeReady allows 3% down payment for eligible borrowers. All else equal, 
the low down payment allowance may reduce borrowers’ incentive to perform, compared to 
homeowners with higher equity stakes. The focus of the affordable programs on low-income 
borrowers may exacerbate the concern over payment performance. In the Home Possible program 
the annual income of eligible borrowers, with some exceptions, cannot exceed 100% of the area 
median income (AMI) or a higher percentage in designated high-cost areas. Borrowers can have 
credit scores as low as 660 for purchase transactions, and 680 for no cash-out refinances.

Figure 2. HomeReady and Home Possible Prepayment Trends

Source: Bloomberg and Academy Securities
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Academy Securitized Products Research Recent Reports

Office Modifications: 285 Madison May Offer a Blueprint for More to Come

Investor Non-QM: Rental Exposure with Some Structural Twists

Data Centers: A Strong Segment Juggles ABS and CMBS

Triple-A Shortfalls: Destiny Spotlights Delayed ASERs Impact

Small Balance Multifamily: Value Ahead of Slow Prepays

Future Funding: Potential Key Performance Driver as CRE CLO Pipeline Builds Up

Multifamily Prepays: Property Sales Trigger Paydowns

Manufactured Housing: Resilient Segment Amid Potential Multifamily Softness

Tender Offers: Expect More to Come, Though Not on a Predictable Schedule

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

https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_285Madison.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_InvestorNonQM.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_DataCenters.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_DestinyUSA.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_FRESB.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_CRE_CLO_FF.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_PC_Prepay.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_DUS__MHC.pdf
https://academysecurities.com/wp-content/uploads/CRT_Credit_Focus_Tender_Offers.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_Rent_Regulation.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Special_Topics_Rent_Steps.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_Industrial_DQ.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics.pdf
https://academysecurities.com/wp-content/uploads/SP_Special_Topics_SeniorHousing.pdf
https://academysecurities.com/wp-content/uploads/Academy_CMBS_Credit_Focus_Reserves.pdf
https://academysecurities.com/wp-content/uploads/CRT_Credit-Focus_20220412.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_GSA.pdf
https://academysecurities.com/wp-content/uploads/Academy_CMBS_Special_Topics_Sanctions-1.pdf
https://academysecurities.com/wp-content/uploads/Academy_CMBS-Credit-Focus_2022-03-01.pdf
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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 recommenda-
tion 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 busi-
ness, 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 inves-
tors, 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 here-
in. 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.


