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Multi PC Recent Prepayments Inform Bond Analysis
Recent prepayments of multifamily loans suggest property change-of-
ownership plays a key role in the sector’s prepay activity. Borrowers may 
prepay even shortly after mortgage origination and bond issuance, and amid 
prepayment premium penalties. A full listing of prepaying loans in Multifamily 
Participation Certificates (Multi PC) that Freddie Mac has been disclosing on 
a monthly basis this year sheds light on multifamily prepay dynamics on 
mortgages without lockouts. 

Multi PC pool prepayments still account for a small percentage of the 
outstanding universe. 28 pools ($520 million) fully prepaid since December 2021 (another eight 
pools had small partial prepayments). This compares to 999 outstanding PC pools, and $22.8 billion 
overall issuance, as of June 2022 (Figure 1).

Figure 1. Multi PC Issuance Volume ($ million)

* as of Q1 2022
Source: Freddie Mac and Academy Securities
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Borrowers Leverage Prepayment Flexibility
Property transactions stand behind several of the large PC pool prepays. For example, the 
prepay last month of the $70 million Boardwalk at Westlake (WN3093) followed the acquisition 
of the 1381-unit garden-style property in Indianapolis, IN. Boardwalk at Westlake is Indianapolis 
area’s largest apartment complex, according to press releases. The Boardwalk PC pool was issued 
only a year ago. It was slated to mature in June 2032. In turn, the prepay of Oakstone Apartments 
($24 million, WN3121) also came shortly after the June sale of the 210-unit property in Clearfield, 
UT. The Oakstone borrower prepaid seven months after the issuance of the PC pool. 

Although PC prospectuses can allow for loan assumptions, borrowers appear to take advantage 
of the relative flexibility of the pools’ prepayment provisions. The vast majority of pools do not 
have lockout periods. The pools do feature prepayment penalty provisions designed to protect 
investors from prepayment risks, similar to Fannie Mae DUS pools.1 The typical prepayment penalty 
payment (“PPP”) in PC pools is via yield maintenance or penalty points. With a yield maintenance 
provision, the PPP investors receive as borrowers prepay will be a function of (1) the difference 
between the PC coupon and the prevailing reinvestment rate (typically Treasury) and (2) the 
pool’s time to the end of the YM period.

Some recent prepayments resulted in no penalties. This happened as the PC coupons were 
lower than the matching rates on the Treasury curve. Oakstone Apartments is one example of 
a recent prepay that did not include a penalty (Figure 2). But prepayment amounts or the type 
of prepayment provisions do not appear to drive borrower prepay behavior. For example, the 
Boardwalk at Westlake involved a $2.8 million PPP (4% of the prepaid amount). The largest 15 PC 
prepays feature a wide range of PPP amounts, and various prepay provisions.

Figure 2. Multi PC Large Recent Prepayments

Prepayment Loan Characteristics

Loan Name Location Pool
Prepay 

Date 

Prepay 
Amt

($ MM)

PPP
($ 

MM)
PPP

(% Bal)

Issue 
Date

Mat.
Date

Rem. 
Term 
(mos)

PC 
Cpn

Loan 
Cpn Prepay Provisions

Palomar Station San Marcos, CA WN3080 Jan-22 75.98 0.26 0.3% Jun-20 Sep-25 38 1.10% 3.32% YM1(119) 1(3) O(4)

Boardwalk At Westlake Indianapolis, IN WN3093 Jul-22 70.00 2.80 4.0% Jul-20 Jun-32 118 1.63% 3.27% 5(47) 4(24) 3(24) 2(24) 1(21) O(4)

The Darby Holly Springs, GA WN2113 Jun-22 44.17 0.00 0.0% Sep-21 Aug-28 72 1.43% 3.26% YM1(59) 1(21) O(4)

Kings Villages Pasadena, CA WA2503 Dec-21 29.02 4.93 17.0% Nov-17 Nov-45 280 3.43% 4.27% YM1(179) 1(177) O(4)

40Fifty Lofts Tampa, FL WV0004 May-22 28.95 0.00 0.0% Sep-20 Jan-30 89 0.49% 2.64% 4(11) 3(12) 2(12) 1(81) O(4)

29Fifty Grapevine, TX WN2040 Mar-22 25.11 0.00 0.0% Mar-20 Jan-27 54 1.60% 3.85% YM1(59) O(25)

Oakstone Apartments Clearfield, UT WN3121 Jul-22 24.00 0.00 0.0% Nov-20 Sep-32 121 1.61% 2.95% YM1(137) 1(3) O(4)

Alexander Crossing Loganville, GA WN2073 Jul-22 23.28 0.93 4.0% Nov-20 Nov-30 99 1.53% 3.20% 5(24) 4(24) 3(23) 2(25) 1(20) O(4)

Galleria Courtyards Smyrna, GA WN1044 Jan-22 21.00 0.07 0.4% Jul-20 May-27 57 1.14% 3.23% YM1(59) O(25)

Orchard Springs Fairburn, GA WN2075 Jul-22 20.25 0.81 4.0% Nov-20 Oct-30 98 1.55% 3.25% 5(24) 4(24) 3(23) 2(25) 1(20) O(4)

Alexander At Stonecrest Lithonia, GA WN3111 Jan-22 17.15 0.08 0.4% Oct-20 Aug-32 120 1.51% 3.26% YM1(137) 1(3) O(4)

Copper Creek Apartments Fort Worth, TX WN1034 Jul-22 16.76 0.00 0.0% May-20 Apr-32 116 1.54% 3.58% YM1(137) 1(3) O(4)

Kings Villages Apartments Pasadena, CA WA4801 Dec-21 15.07 1.45 9.6% May-21 Nov-45 279 2.56% 5.67% YM1(136) 1(177) O(4)

Wymore Apartments Altamonte Spr, FL WN2044 Jul-22 14.00 0.00 0.0% Mar-20 Feb-27 54 1.64% 4.07% YM1(59) 1%(21) O(4)

Renaissance Uptown Tulsa, OK WN3064 Jun-22 13.50 0.00 0.0% Mar-20 Jan-32 114 1.94% 4.21% YM1(137) 1%(3) O(4)

Source: Freddie Mac and Academy Securities

1  See “Manufactured Housing: Resilient Segment Amid Potential Multifamily Softness,” Securitized Products Special Topics, Academy Securities, July 27, 2022

https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_DUS__MHC.pdf
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From CMBS to Multi PC
Refinancing into lower coupons should remain a muted prepay driver in the coming months. The 
prepaying PC loans feature mortgage coupons ranging from 2.64-5.67%. In comparison, PC pools issued 
in July had mortgage rates between 3.25-5.01%. Interestingly, a newly issued PC pool just refinanced 
a large CMBS property at a higher mortgage rate. The Woods ($235 million, WN1146) issued last week 
following the prepayment at open of a $200 million CMBS loan (in MSC 2017-HR2, BMARK 2018-B1, and 
B2) backed by the San Jose, CA, property (Figure 3).

Figure 3. The Woods Multi PC vs. CMBS Parameters

Property The Woods

Location 4300 The Woods Drive, San Jose, CA

Property Type Multifamily / Garden

Total Units 1,841

Year Built / Renovated 1977 / 2019

Sponsor Arcadia Development Co.

2022 Freddie Multi PC 2017 CMBS Conduit
Deal WN1146 MSC 2017-HR2, BMARK 2018-B1, BMARK 2018-B1
Original Balance $235,000,000 $200,000,000
Cut-Off Date Balance / Unit ($) 127,648 108,637
Loan Maturity July 2032 December 2022
Mortgage Rate 3.63% 2.94%
Loan Amortization Type Interest Only Interest Only
Appraised Value $712,000,000 $675,500,000
Appraisal Valuation Date March 2022 October 2017
Cut-Off Date LTV 33.0% 29.6%
UW NCF DSCR 3.40x 5.01x
UW EGI $48,005,030 $45,252,611
UW Expenses $18,139,572 $14,939,344
UW NOI $29,865,457 $30,313,267
UW NOI Debt Yield 12.7% 15.2%
UW Occupancy 97.0% 92.0%
Prepayment Provision YM1%(113) 1%(3) O(4) LO (24) DEF/YM1(29) O(7)
Prepayment Date NA 6/13/2022

Source: MCIA, Freddie Mac and Academy Securities

Subdued transaction activity in the coming months should decrease prepays across PC pools. 
Multifamily buyers may stay on the sidelines amid rising interest rates and a period of price discovery, 
according to both Fannie and Freddie recent multifamily outlooks. Multifamily sales volume did rise in 
the first five months of 2022 compared to the same period last year, according to Fannie citing Real 
Capital Analytics. But the agency does not expect sales volume to reach the peak in 2021 of $360 billion 
for properties valued at $2.5 million or higher.
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Academy Securitized Products Research Recent Reports

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/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.


