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Name Calling

 EDITOR’S LETTER

 Is securitization, or rather, structured �nance, still a dirty word? 
Nearly 10 years a�er the �nancial crisis, a number of asset classes continue to be tar-

nished by association with subprime mortgages, even though they did not su�er anywhere 
near the same losses. �at’s true even for some asset classes that did not see a single downgrade. 
But that’s not the reason that the Florida Public Service Commission is complaining to the Eu-
ropean Securities and Markets Authority about rating agencies’ classi�cation of utility bonds 
as “structured �nance.” �e commission argues that bonds backed by special fees levied on 
utility customers don’t meet the criteria for structured �nance because they have no tranching 
of credit risk. Cash �ow is distributed to all investors with the same priority. In other words, it’s 
not the amount of risk, but the nature of risk, that sets these deals apart.

While the Florida regulator sees a bright line between utility bonds and structured �nance, 
there are a number of other recent transactions that blur the lines between corporate bonds 
and asset-backeds. Take Sprint’s novel, $3.5 billion o�ering of bonds backed by spectrum leas-
es, the subject of our cover story. In order to buy time for a turnaround, the wireless carrier is 
selling its spectrum rights to three special purpose vehicles that will then lease them back to 
Sprint. �is allows the company to raise money much more cheaply than it could in the high 
yield bond market.

We also look at some other innovations, such as one by SoFi and Fannie Mae, which have 
teamed up to o�er mortgages that allow consumers to tap into their home equity to pay down 
student debt. And securities transferring the credit risk on mortgage insured by Fannie and 
Freddie are gaining a strong following on Wall Street.

      —Allison Bisbey, Editorial Director
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Last month’s Appeals Court ruling 
strikes at the heart of the authori-
ty of the Consumer Financial Pro-

tection Bureau.  While most of the me-
dia attention has focused on the court’s 
holding that the CFPB’s organizational 
structure is unconstitutional, the court 
made two other critical rulings that put 
a stop to the CFPB’s aggressive exercise 
of its enforcement authority.

�e decision is also noteworthy for 
its tone.  �e DC Circuit is the Court 
of Appeals that primarily hears appeals 
from administrative decisions and de-
termines whether the agency has acted 
correctly.  It is not unusual for the court 

to reverse an agency’s decision or to 
vacate its actions.  But here, the unani-
mous court went further, as it was harsh 
in its criticisms of the CFPB and ques-
tioned the agency’s commitment to fol-
lowing the rule of law.  Such a decision 
is very rare.

First, the court rejected in its en-
tirety the CFPB’s position that it is not 
subject to any statute of limitations with 
respect to administrative enforcement 
actions that the CFPB commences. 

Second, the court rejected the CF-
PB’s attempt to rewrite Section 8 of the 
Real Estate Settlement Procedures Act,  
holding that that provision is subject to 
statutory interpretation by the court, 
and not entitled to any agency deference 
with respect to its meaning. 

�e court’s strong rebuke of the 
CFPB makes clear that the court has 
rejected the CFPB’s enforcement ef-

forts against PHH Corp. as an arbitrary 
and unlawful exercise of the statutory 
authority that Congress vested in the 
CFPB. 

In rejecting the various legal po-
sitions taken by the CFPB, the court 
excoriates the rationale advanced by 
the CFPB for its unsus-
tainable interpretation of 
its enforcement authority.  
Indeed, it is probable that 
these rulings contribut-
ed to the court’s decision 
regarding the unconsti-
tutionality of the agen-
cy’s structure, as re�ected 
by the comment that the 
more traditional commis-
sion structure for inde-
pendent agencies reduces 
the risk of arbitrary decision making 
and abusive power, and therefore helps 
protect individual liberty. 

Bureau is Now Subject to 
Statute of Limitations
�e court held that the CFPB is subject 
to all of the substantive limitations pe-
riods for the 19 statutes that Congress 
delegated in the Dodd-Frank Act to the 
CFPB for enforcement.  In the PHH-
Corp. case, the bureau took the extraor-
dinary and unprecedented view that, 
when it exercises its discretion to use an 
administrative enforcement proceeding, 
as opposed to a court action, it is not 
subject to the statute of limitations – the 
CFPB contended that it is subject to the 
limitations period only if it chooses to 
commence an action in a district court.

�e court said that the absurdity 
of the CFPB’s position is illustrated by 
bureau’s assertion, in response to a hy-

pothetical question, that it has the dis-
cretion to bring an administrative en-
forcement action as long as 100 years 
a�er the allegedly unlawful conduct. 

“�is court looks askance now at 
the idea that the CFPB is free to pursue 
an administrative enforcement action 

for an inde�nite period 
of time a�er the relevant 
conduct took place,” the 
decision states.

As the court noted, if 
this proposition was ac-
cepted, the statute of lim-
itations would not apply 
to any of the 19 statutes 
that the CFPB enforces 
when the CFPB pursues 
enforcement actions ad-
ministratively as opposed 

to judicially.  
�e court held that the CFPB mis-

read the enforcement provisions of the 
Dodd-Frank Act, speci�cally Section 
5563 that provides that the CFPB may 
enforce the various federal laws “unless 
such Federal Law speci�cally limits the 
bureau from conducting a hearing or 
adjudication proceeding.”

 As the court tartly stated: “Obvious-
ly, one such ‘limit’ is a statute of limita-
tions.” 

�e court rejected the CFPB’s 
strained attempt to draw a semantic dis-
tinction between Congress’ use of the 
word “proceedings” as compared to the 
word “actions”, noting that the Dodd-
Frank Act itself repeatedly used the “ac-
tion” to encompass both court actions 
and administrative proceedings.  It con-
cluded that, if Congress had intended 
to relieve the CFPB of compliance with 
the statute of limitations, the text of the 

Why Appeals Court Ruling on 
CFPB is Really Remarkable

 BY H. PETER HAVELES, JR.
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statute should have expressly so stated. 
�e court held that CFPB’s inter-

pretation “is especially alarming be-
cause the agency can seek civil penalties 
in these administrative actions.  But 
the Supreme Court has emphatically 
stressed the importance of statutes of 
limitations and civil penalty provisions.”

No Deference on Statutory 
Interpretation
In the ruling regarding the CFPB’s inter-
pretation of Section 8 of the Real Estate 
Settlement Procedures Act, the court 
held both that the CFPB’s interpretation 
was wrong as a matter of law and that 
the CFPB’s attempt to apply retroactive-
ly its new interpretation rejecting the 
decades-long interpretation of Section 8 
by the Department of Housing and Ur-
ban Development was a clear violation 
of due process. 

�e court expressly rejected the CF-
PB’s interpretation that Section 8 pro-
hibited a mortgage insurer’s payment 
for reinsurance if it was part of a tying 
arrangement.  In addition to noting 
that tying arrangements are ubiquitous 
and are outlawed only in certain specif-
ic circumstances, the court hheld that 
“A payment for a service pursuant to a 
tying arrangement does not make the 
payment any less bona �de, so long as 
the payment for the service re�ects rea-
sonable market value.” 

�e decision states that the CFPB’s 
interpretation “�outs that statutory goal 
and upends the entire system of unpaid 
referrals that has been part of the mar-
ket for real estate settlement services.” 

�e court speci�cally rejected the 
CFPB’s attempt to use Chevron defer-
ence as a shield, holding that there was 
no ambiguity in the statute and that 
therefore no deference was due to the 
agency.  Under the Chevron doctrine 
developed by the Supreme Court, courts 
will defer to an agency’s judgment when 
it concerns an issue of interpreting and 

applying general directions and prohibi-
tions enacted by Congress.  An agency, 
however, is not accorded that deference 
when the question is what Congress’ 
words mean.  Construction of statutes is 
an exclusive province of the courts.

�e court would not permit the 
CFPB to change the law.  “�e CFPB ob-
viously believes that captive reinsurance 
arrangements are harmful and should 
be illegal,” the decision states. “But the 
decision whether to adopt a new prohi-
bition on captive reinsurance arrange-
ments is for Congress and the President 
when exercising the legislative authori-
ty.  It is not a decision for the CFPB to 
make unilaterally.” 

Retroactive Enforcement is 
Violation of Due Process 
Further, the court held that, even as-
suming that the CFPB’s interpretation 
of Section 8 is permissible, the CFPB’s 
“complete about-face from the federal 
government’s longstanding prior inter-
pretation of Section 8” retroactively was 
a clear violation of due process.  �e 
court rejected the CFPB’s argument that 
there was no prior government position, 
stating with distress:  

“We therefore �nd this particular 
CFPB argument deeply unsettling in a 
nation built on the rule of law.  When 
a government agency o�cially and ex-
pressly tells you that you are legally al-
lowed to do something, but later tells 
you ‘just kidding’ and enforces the law 
retroactively against you and sanctions 
you for actions that you took in reliance 
on the government’s assurances that 
amounts to a serious due process viola-
tion. �e rule of law constrains the gov-
ernors as well as the governed.” 

�e court concluded by mocking 
the CFPB using the following metaphor: 
“Put aside all the legalese for a moment.  
Imagine that a police o�cer tells a pe-
destrian that the pedestrian can lawfully 
cross the street at a certain place.  �e 

pedestrian carefully and precisely fol-
lows the o�cer’s direction.  A�er the 
pedestrian arrives at the other side of 
the street, however, the o�cer hands the 
pedestrian a $1,000 jaywalking ticket.  

“No one would seriously contend 
that the o�cer had acted fairly or in a 
manner consistent with basic due pro-
cess in that situation.  Yet, that’s precise-
ly this case.  Here the CFPB is arguing 
that it has the authority to order PHH 
to pay a $109 million even though PHH 
acted in reliance upon numerous gov-
ernment pronouncements authorizing 
precisely the conduct in which PHH 
engaged.”

Based on these two substantive rul-
ings, the court remanded the action to 
the CFPB to determine solely whether, 
consistent with the applicable three-
year statute of limitations, the relevant 
mortgage insurers paid more than rea-
sonable market value to the PHH-a�l-
iated reinsurer. 

In sum, the Court of Appeals’ deci-
sion constitutes a comprehensive rejec-
tion of the legal positions taken by the 
CFPB as well as a rebuke of the CFPB’s 
aggressive and unprecedented assertion 
of authority.  

In addition to the constitution-
al change in the CFPB’s structure, the 
CFPB is now bound by all of the stat-
utes of limitations incorporated in the 
19 statutes that the CFPB is charged to 
enforce.  

Further, the CFPB will not be per-
mitted to rewrite or expand Section 8 of 
the Act to prohibit tying relationships in 
the real estate servicing industry.  And 
�nally, the decision may well cast mean-
ingful doubt about the fairness of the 
CFPB’s actions and the perception that 
the agency is willing to act within its le-
gal constraints.  

 H. Peter Haveles, Jr. is a partner in the 
complex commercial litigation depart-
ment of Kaye Scholer LLP.

  OBSERVATION
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Apicture of consistency for sev-
eral years now, U.S. structured 
�nance is once again set for 

mostly stable rating performance in 2017. 
�at said, asset performance has peaked 
in many sectors with modest declines ex-
pected over the course of 2017.

Last year, we said that investors need to 
be on the lookout for early warning signs 
that could signal more signi�cant credit 
issues among various securitized assets. 
Fast forward to present day and very few 
warnings are �ashing brightly.   With that 
said, we do see signs of performance dete-
rioration in some sectors though so far it 
has been limited and within expectations. 

Asset performance continues to weak-
en for subprime auto ABS, with Fitch pre-
dicting annualized net losses to reach as 

high as 12% next year (similar to the rates 
we saw between 2005 and 2007). Used 
vehicle values continue to dip and recent 
securitized vintage ABS pools are produc-
ing higher losses. Driving the higher sub-
prime auto losses will be securitized deals 
from newer, lesser established names in 
the space. Meanwhile, losses among the 
Fitch-rated AmeriCredit and Santander 
subprime deals will track within expecta-
tions with ratings to remain stable in 2017. 

�e road ahead is smoother for prime 
auto ABS despite Fitch’s expectation of ris-
ing losses, which will be well within Fitch’s 
base case scenarios. Estimates annualized 
net losses for prime auto are in the 0.80%-
1.20% range, consistent with levels seen 
in 2005 and 2006.  One area Fitch will 
continue to monitor closely is loans with 
longer terms.  �ese loans tend to be as-
sociated with lower borrower equity and 
higher losses. 

Multi-borrower CMBS deals issued in 
2006 and 2007 are substantially winding 
down and �gure to be the most volatile, as 
the last performing loans from these vin-
tages face maturity.  

Fitch expects elevated re�nancing is-
sues on the underlying loans 
in these pools and has ac-
counted for these in its current 
ratings.  As a result, it expects 
ratings actions to be limited 
for investment grade tranch-
es. However, thinly structured 
non-investment grade bonds 
will be more susceptible to 
rating changes, positively or 
negatively, as loan concentra-
tion is almost always very high 
in these pools, and can a�ect 
losses, or lack of, more signi�cantly.

Legacy CMBS Winds Down
Helping matters for 2006 and 2007 vin-
tage CMBS deals is that they are coming 

due against a much smaller maturity wall, 
as borrowers have spent the last twelve 
months taking advantage of low interest 
rates by re�nancing or defeasing their 
loans. 

CMBS is likely not the lead source 
of re�nancing for 2006 
and 2007 vintages, as 
its portion of commer-
cial real estate �nance 
fell this past year, and 
CMBS issuance may be 
further depressed by risk 
retention rules which go 
into e�ect in 2017. In 
addition to this, two oth-
er important questions 
arise: will risk retention 
rules cause shakeout 

among smaller originators and will they 
lead to the entry of new or re-capitalized 
B-piece investors? 

�e potential impact of risk retention 
will also play out next year for CLOs. With 

Warning Signs Growing Stronger

BY RODNEY PELLETIER
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the �urry of new and re�nanced CLOs 
coming to an expected halt, attention will 
turn to whether subsequent o�erings will 
comply with the new rules. Meanwhile, 
some asset managers are still in the pro-
cess of �nding strategic options to fund 
the risk retention investment and even 
those who had no problems raising capital 
still need to �ne-tune the legal and opera-
tional aspects. 

As a whole, the commercial real es-
tate �nancing market should be resilient, 
even with a small increase in interest rates. 
Similarly, Fitch’s legacy CLO portfolio is 
expected to exhibit rating stability as de-
leveraging o�sets increasing concentra-
tion and adverse selection.

Bright Spots: CLOs, RMBS
Amid the cloud of risk retention, U.S. 
CLOs have been and will continue to be a 
bright spot in terms of asset performance. 
CLO investors bene�ted from diversi�ca-
tion this past year in the face of volatile oil 
prices and commodity market distress. As 
such, Fitch either a�rmed or upgraded 
all of its leveraged loan CLO ratings and 
maintained a Stable or Positive outlook.

Leveraged loan downgrades and a 
spike in defaults in commodity-related 
sectors continued in 2016, however, this 
has improved. Oil and gas prices have ris-
en from their lows earlier this year due to 
the combination of a more robust supply 
response from U.S. producers and evi-
dence of modest progress in reducing the 
inventory overhang in the market. In the 
metals and mining sector, the weakest is-
suers have already completed or are in the 
process of restructuring their debt.

Another bright spot for 2017 is U.S. 
RMBS, with Fitch holding a positive rat-
ings outlook. Asset performance will re-
main positive thanks in large part to sol-
id gains in home prices. Rating upgrades 
outnumbered rating downgrades for the 
second consecutive year thanks to contin-
ued recovery among legacy RMBS and the 
continued strong performance of post-cri-

sis RMBS.  In fact, Fitch has upgraded a 
number of classes in transactions issued 
since 2010, speci�cally for prime, reper-
forming loan, and government-sponsored 
enterprise credit risk  transfer RMBS. Fur-
thermore, no U.S. RMBS bond issued in 
the last �ve years has experienced a rating 
downgrade.

Another positive sign is the number 
of distressed mortgages remaining in pri-
vate-label RMBS, which has now dropped 
to approximately one-quarter the �gure 
that we observed during the peak of the 
crisis, the lowest level in over ten years. 
Collateral losses have been close to zero 
for Prime Jumbo RMBS pools securitized 
since the �nancial crisis. Early delinquen-
cy and loss trends in RPL and GSE CRT 
transactions also remain below initial ex-
pectations.

Also buoying the RMBS outlook is 
U.S. home prices, which continue on their 
gradually rising trajectory, although pric-
es have not yet fully recovered to pre-cri-
sis levels in most areas of the country. �e 
rate of price growth has been uneven na-
tionally, with areas in the Western regions 

experiencing much more rapid growth 
than areas in the Northeast. Prices in Cal-
ifornia, Arizona, Nevada and Washing-
ton, for example, have increased over 50% 
since 2012, while average prices in New 
York, New Jersey, and Massachusetts are 
up less than half that �gure over the same 
period. Some housing markets in the 
West appear to be over-heated and Fitch 
estimates prices in a number of major cit-
ies are now overvalued. Prices in Dallas, 
Phoenix, Riverside and San Francisco all 
appear to be 10%-15% overvalued and are 
increasingly vulnerable to a sharp slow-
down or a price correction. Outside of 
these regional pockets, home prices in the 
U.S. appear to be on solid footing and are 
well-supported by the underlying demo-
graphic and economic trends.

Some of the early warning signs we 
spoke of 12 months ago have moved from 
anecdotal to visible, but U.S. structured �-
nance should, by and large, withstand the 
road blocks that lie ahead in 2017.

Rodney Pelletier is a managing director 
with Fitch Ratings.

  OBSERVATION

Prime Index

Subprime Index

Bumpy Ride
The annualized net loss index for subprime autos is headed back up to levels not seen 
since the �nancial crisis.

Source: Fitch Ratings
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Mitsubishi UFJ, Goldman Sachs  
Break into Top 10

Source: SourceMedia

Q1-Q3 2015
 Underwriter              Deal Vol ($m)                                    Share                        Rank                      # of Deals

JP Morgan Securities Inc. 18,724.4 13.6 1 40
Wells Fargo Securities, LLC 15,204.4 11.0 2 27
Bank of America Merrill Lynch 14,112.5 10.2 3 36
Barclays 13,336.5 9.7 4 35
Citigroup Global Markets, Inc. 13,276.7 9.6 5 37
Credit Suisse Securities (USA) LLC 9,347.0 6.8 6 24
Deutsche Bank Securities, Inc. 9,327.0 6.8 7 20
RBC Capital Markets 8,156.5 5.9 8 27
Societe Generale Corporate & Investment Banking 4,937.4 3.6 9 14
Morgan Stanley & Co. Incorporated 4,720.7 3.4 10 12

Total 137,853.4   143

 Underwriter              Deal Vol ($m)                                    Share                        Rank                      # of Deals

Q1-Q3 2016

JP Morgan Securities Inc. 14,030.9 13.1 1 42
Wells Fargo Securities, LLC 11,877.8 11.1 2 31
Barclays 10,406.0 9.7 3 32
Citigroup Global Markets, Inc. 9,916.9 9.2 4 27
Bank of America Merrill Lynch 9,623.4 9.0 5 28
RBC Capital Markets 6,637.3 6.2 6 22
Societe Generale Corporate & Investment Banking 6,356.1 5.9 7 19
Deutsche Bank Securities, Inc. 5,881.3 5.5 8 17
Mitsubishi UFJ Securities Co., Ltd. 5,502.7 5.1 9 15
Goldman Sachs & Co. 4,348.3 4.0 10 11

Total 107,461.4   113

 Mitsubhi UFJ Securities and Gold-
man Sachs made an appearance 
in the top 10 underwriters of U.S. 

asset-backs through the third quarter, dis-
placing Credit Suisse Securities and Mor-
gan Stanley.  

Total volume of public, non 144-A 
deals with U.S. based collateral, excluding 
collateralized loan obligations, was $107.5 
billion. �at’s down from $137.8 billion a 
year earlier. Likewise, the number of deals 

fell to 113 from 143.
JPMorgan held on to the lead position, 

s with 42 deals totaling $14.03 billion — a 
13.1% market share that is slightly below 
its 13.6% share a year ago on fewer deals 
(40) but larger volume ($18.72 billion).  

Wells Fargo remained in second place 
with 31 deals and volume of $11.8 bil-
lion and a market share of 11.1%; Bank 
of America Merrill Lynch has fallen from 
third to ��h with $9.6 billion in volume 

covering 28 deals. 
Mitsubishi �rst appeared on the ros-

ter in the �rst quarter, when it ranked in 
eighth place. For the �rst nine months 
of the year, it was in ninth place, with 15 
deals totaling $5.5 billion in volume. �at 
gave it a 5.1% market share).

Credit Suisse’s continued conspic-
uous absence from in the top 10 re�ects 
the bank’s global restructuring and retreat 
from �xed income. 
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A $3.5 BILLION SALE-AND-LEASEBACK 
TRANSACTION FOR SPECTRUM 
LICENSES BUYS TIME FOR A 
TURNAROUND 

You can’t pull money out of thin air, but that’s 
what Sprint Corp. appears to be doing by entering 
into a sale-and-leaseback agreement for a port-
folio of licenses granted by the U.S. government. 
Of course, it’s not really free money, since Sprint 
had to pay for the licenses. But just as some com-
panies sell their corporate headquarters to inves-
tors and lease them back, the transaction frees 
up a lot of capital — as much as $7 billion.

The move is also quite a hat trick, in that it 
gives the company a substantial ratings uplift. 
The initial $3.5 billion of notes that priced Oct. 20 
are rated triple-B by Moody’s Investors Service 
and Fitch Ratings; they have a weighted average 
life of approximately three years and a coupon 
of 3.36%. That’s some 300 basis points less than 
what the single-B rated Sprint would pay if it had 
to issue more junk bonds.

The financing also buys the company, which is 
running an operating deficit and has $9 billion of 
high yield debt maturing over the next three years 

by Allison Bisbey

SPRINT 
TURNS  
TO THE 
AIRWAVES
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alone, some much needed time. It will 
have enough capital to fund operations 
over the next several quarters and delay 
issuing new high-yield bonds.

All three series of notes to be issued 
carry the same ratings. �ey di�er only 
in their expected maturities. �e �rst 
series has a term of �ve years, the sec-
ond series has a term of seven years, and 
the third series has a term of 10 years.

In its presale report, Fitch said the 
spectrum-backed notes are “a critical 
piece to begin addressing Sprint’s matu-
rity wall in �scal years 2016 and 2017.”

Likewise, Moody’s views the �nanc-

ing as positive, since it gives Sprint addi-
tional liquidity. (�e rating agency not-
ed in its presale report that the carrier 
still has the option to raise up to $9 bil-
lion of secured bank debt, which could 
be another new pool of capital that is in-
dependent of the high-yield bond mar-
ket, albeit a more expensive one.)  

Carrier Benefits from its 
Status as a Fallen Angel
It’s a deal that few other companies 
could pull o�, if only because few have 
the same latitude from their existing 
investors. Sprint is what is known in �-
nancial circles as a “fallen angel,” a com-
pany that was once rated investment 
grade but whose �nancial condition has 
deteriorated substantially. 

And like some other fallen angels, it 
was able to issue debt with the loose in-

vestor safeguards typical of investment 
grade bonds even a�er it was no longer 
rated investment grade.

Among the safeguards “missing” on 
Sprint’s junk bonds, according to Scott 
Josefsberg, an analyst at Covenant Re-
view, is a tight restriction on the amount 
of debt a company can issue that jumps 
ahead of unsecured bondholders in 
terms of payment priority because it is 
secured by an asset.

But in Sprint’s case, Josefsberg said, 
“the covenants were weak even by in-
vestment grade standards.” Notably, he 
said, there is no restriction on the sale-

and-leaseback of assets or on issuance 
of debt by subsidiaries, both of which 
are o�en included in investment grade-
style covenant packages.

So not only does Sprint have a small-
er cap on issuing secured debt than oth-
er high yield issuers; a securitization 
structured in this way does not even 
count towards the cap on secured debt.

While Josesfsberg doesn’t cover Ver-
izon or AT&T, both of which carry low 
investment-grade ratings, it’s unlikely 
that either has the ability to enter into 
sale-and-leaseback agreements.

But then, the other wireless carriers 
wouldn’t necessarily want to securitize 
their spectrum lease payments, even if 
covenants on their unsecured debt al-
lowed them to do so. For one thing, they 
can both issue debt more cheaply in the 
corporate bond market than Sprint. 

Fitch rates both carriers single-A, while 
Moody’s rates them both triple-B. 

“I don’t think that other carriers will 
do this,” said Mark Stodden, the lead 
Sprint analyst on Moody’s corporate �-
nance team. “It’s not an e�cient method 
for accessing debt and the other carriers 
don’t have the same market access issues 
that Sprint does,”

In at least one respect, however, the 
spectrum lease securitization is a better 
�t for Sprint than Verizon’s $1.17 bil-
lion securitization of handset �nancing, 
completed in July: It is longer term �-
nancing. “�is is more permanent cap-

ital, so that helps Sprint more,” Stodden 
said.

“Hell or High Water” Lease
Here’s how the deal works: Sprint con-
tributed Federal Communication Com-
mission licenses for a portion of its 
2.5GHz and 1.9GHz spectrum hold-
ings to three special purpose vehicles. 
�ese SPVs lease the collateral back to 
Sprint under a “hell or high water” lease, 
which has extremely limited termina-
tion rights. �ey are also issuing bonds 
backed by the leases as well as a senior 
guarantee from Sprint and some of its 
subsidiaries.

While bankruptcy would put the 
operating leases in legal limbo, the rat-
ings agencies take comfort from the fact 
that the spectrum leases are strategically 
important to Sprint. �at means the car-

COVER STORY

“I don’t think other carriers will do this. It’s not an efficient 

method for accessing debt, and the other carriers don’t have 

the same market access issues that Sprint does.”
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rier would likely a�rm. �e portfolio 
includes licenses of spectrum in the 2.5 
GHz band and the 1.9 GHz band, com-
prising about 14% of its total spectrum 
holdings.

�ere’s also an 18-month liquidity 
facility that can be used to fund inter-
est payments should lease payments be 
disrupted during a Sprint bankruptcy or 
reorganization.

Finally, should it be necessary for 
the special purpose vehicles to sell the 
spectrum licenses, the rating agencies 
expect that proceeds would be su�-
cient to repay all outstanding debt; even 
if the licenses were sold at signi�cantly 
stressed recovery levels, proceeds would 
still allow a high level of recovery on 
the notes.  Moody’s expects that even a 
relatively low 50% recovery on the guar-
antee claim would be su�cient to repay 
the class A notes in full.

Unsecured Creditors Could 
Be Negatively Impacted
However, the sale of some of Sprint’s 
most valuable assets to a non-recourse 
entity and guarantee of the lease pay-
ments comes at the expense of Sprint’s 
existing creditors.  As the spectrum �-
nancing debt grows to its maximum of 
$7 billion, it could a�ect the rating of 
Sprint’s junior instruments, in partic-
ular the single-B rated junior guaran-
teed notes, according to both Moody’s 
and Fitch. �e ratings of Sprint’s tri-
ple-C-rated senior unsecured notes will 
not be impacted by the spectrum debt, 
however. 

As with a handset �nance securiti-
zation completed by Verizon this sum-
mer, Sprit’s spectrum lease deal blurs 
the line between corporate bonds and 
asset-backed securities. For one thing, 
the ratings “upli�” is limited because 
performance of spectrum-backed notes 

is more closely linked to performance of 
the sponsor than other kinds of securi-
tization.

By comparison, many asset-backeds 
sponsored by below investment grade 
companies achieve top investment 
grade ratings, given su�cient credit en-
hancement. But both Moody’s and Fitch 
limit the rating upli� in this deal to four 
notches. �at means, should Sprint’s 
corporate credit rating be downgrad-
ed, the spectrum-backed notes could be 
downgraded as well. 

(Fitch thinks that the BBB rating on 
spectrum backed notes would be able 
to withstand a one-notch downgrade 
of Sprint’s corporate credit rating, but 
not necessarily a more sign�cant down-
grade.) 

Rating Uplift Limited to 
Four Notches
And if the spectrum-backed notes 
themselves are are downgraded by two 
notches, they would no longer be invest-

ment grade, potentially limiting their 
investor base.  

Another reason that the transaction 
blurs the lines between corporate debt 
and securitization is that Sprint will 
consolidate the spectrum debt in its �-
nancials and Moody’s will include the 
debt and interest costs in Sprint’s adjust-
ed credit metrics. �e operating lease 
between Sprint and the special purpose 
vehicles will be eliminated in consolida-
tion and will not require any adjustment 
to Sprint’s reported metrics.

By comparison, most securitizations 
remove assets from a sponsor’s balance 
sheet and the debt remains o� balance 
sheet as well. (�ough impending risk 
retention requirements will compel 
sponsors to keep a 5% economic interest 
in most deals.) 

Goldman Sachs is the lead struc-
turing agent; Mizuho Securities and J.P. 
Morgan Securities are joint structuring 
agents. Midland Loan Services is the 
deal’s backup manager.  

COVER STORY

The creation of a new class of super senior collateralized debt allows the single-B rated 

carrier to raise money more cheaply than it could in the high yield bond market.
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C’mon, it’s not that complicated.
�at, in a nutshell, is the argu-

ment that the Florida Public Ser-
vice Commission is making in a dispute 
with the three major rating agencies.

�e commission regulates utilities, 
two of which, Florida Power & Light and 
Duke Energy Florida, have issued bonds 
backed by special fees assessed on their 
customers. Its beef is that the rating agen-
cies – Standard & Poor’s, Moody’s Inves-
tors Service, and Fitch Ratings – all char-
acterize these deals as a kind of structured 
�nance, rather than as corporate bonds.

�e distinction is important. Investors 

typically demand higher interest rates to 
compensate for the added risk and com-
plexity of structured �nance. Many have 
investment guidelines that prohibit in-
vestments in structured �nance, even if 
they were inclined to do so. Rating agen-
cies, as well as investment banks, also 
charge higher fees to work on structured 
�nance transactions.

�e commission has �led three com-
plaints (one against each rating �rm) with 
the European Securities and Markets Au-
thority in Paris. Since 2010, that European 
Union body has required rating agencies 
to add a two-letter identi�er, “sf,” to rat-
ings of transactions that meet its de�ni-
tion of structured �nance.

�e Florida regulator wants the “sf ” 

label removed from its utilities’ bonds. If 
it prevails, utilities that tap this market in 
the future – not just those in the Sunshine 
State – would bene�t from lower funding 
costs, and holders of existing paper would 
enjoy a more liquid secondary market.

�e commission argues that utili-
ty bonds don’t meet ESMA’s criteria for 
structured �nance because they have no 
tranching of credit risk; cash �ow is dis-
tributed to all investors with the same pri-
ority.

�e rating agencies err in adding “sf ” 
to ratings of utility bonds because EU reg-
ulation directs them to clearly di�erenti-

ate between structured �nance and other 
kinds of �nancial instruments, the com-
plaint states.  

“We’re trying to determine if the clear 
and unambiguous rules will be enforced,” 
said Joseph Fichera, chief executive of Sa-
ber Partners, the commission’s tenacious 
�nancial advisor, and a longtime veteran 
of this niche of the �xed-income market.

�e complaints include a legal opin-
ion from law �rm Orrick, Herrington & 
Sutcli�e that the bonds issued by the Duke 
Energy Florida and Florida Power & Light 
do not meet ESMA’s criteria for structured 
�nance. �e bonds also do not meet the 
criteria that each rating agency has stated 
it would use in applying the “sf ” modi�er, 
according to Orrick.

�e designation has hurt the utilities, 
and by extension, their customers, the 
commission says.

“By assigning the (sf) rating identi�er, 
S&P substantially impaired DEF’s [Duke 
Energy Florida’s] ability to market the 
DEF Recovery Bonds to a large portion 
of the investment community, arti�cially 
restricting the distribution of the DEF Re-
covery Bonds,” the Florida Commission 
states in one of the complaints. “S&P also 
has distorted the secondary market both 
for the DEF Recovery Bonds and for the 
FPL [Florida Power & Light] Recovery 
Bonds. �e resulting increases in borrow-
ing costs ultimately are borne by electric 
utility ratepayers in Florida.”

All three rating agencies declined to 
comment, and the ESMA did not reply to 
several emails.

Unique Asset Class  
Utility bonds are backed by fees imposed 
on all customers to recover the cost as-
sociated with deregulation, fund major 
investments, or repair extensive damage. 
�ese fees are authorized by state law and 
are nonbypassable; they are assessed on 
all customers, even those choosing an-
other supplier. Moreover, there is a “true-
up” mechanism that allows the utilities to 
periodically adjust the level of the fees in 
order to ensure timely payment of interest 
to bondholders.  

�e mandatory nature of these fees 
allows the issuers to achieve investment 
grade ratings without creating subordi-
nate tranches that absorb initial losses on 
the collateral. In presale reports published 
for these bonds, S&P, Moody’s and Fitch 
generally identify the primary risk as the 
possibility that the authorizing legislation 
could be subject to a court challenge or 

Florida Utility Regulator Crying 
Foul Over These Two Letters

“We’re trying to determine if the [European 
Securities and Markets Authority’s] clear and 
unambiguous rules will be enforced.” 
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that the jurisdiction could pass new laws 
rescinding or revamping the charges.

All three assigned triple-A ratings to 
$1.3 billion of bonds issued by Duke Ener-
gy Florida in June that are backed by a spe-
cial charge associated with the retirement 
of the Crystal River Unit 3 
nuclear power plant, as well 
as to $652 million in bonds 
issued by Florida Power & 
Light in 2007 that backed 
by a special charge funding 
repairs to power lines and fa-
cilities from hurricanes. And 
all three appended the “sf ” 
modi�er to their ratings.

Some observers think the 
Florida Commission faces an 
uphill battle. Notwithstand-
ing the de�nition of “struc-
tured �nance instruments” in the Europe-
an Union directive, they say, ESMA likely 
views any transaction that depends upon 
the performance of an asset or pool of as-
sets as structured �nance.

“�e rating agencies are doing what 
they are supposed to do. �ey’re being 
conservative to make sure, from a regu-
latory point of view, they won’t get ding-
ed,” said Ron D’Vari, CEO of New Oak, a 
�nancial consultancy that specializes in 
risk and regulatory compliance. “And all 
three of them were doing it that way … 
so the risk of not getting the business [be-
ing hired to rate a deal] was lower.”

Je�rey Manns, an associate professor 
of law at George Washington University, 
said he believes the utility bonds meet 
the European regulatory de�nition of 
structured �nance. Whether treating all 
structured �nance the same is a good 
idea is another question.

“�e real argument that the Flori-
da utility regulator is making is that the 
EU regulator’s de�nition of structured 
�nance is overly inclusive; it draws in 
products that really don’t post that great 
a risk,” Manns said. “�e structure of 
utility securitizations makes them far less 

risky than the other types of securitiza-
tion that we think of as contributing to 
the �nancial crisis.”

�e Florida Commission should 
try a more nuanced argument, Manns 
said. “�ey should advocate that the EU 

should have a more gran-
ular analysis in determin-
ing structured �nance 
risks. It’s unfair to throw 
all structured �nance into 
a single basket. “

But he said that 
ESMA is likely worried 
that, if it carves out an 
exception for this asset 
class, it could face greater 
pressure to carve out one 
for others.

Fichera said the is-
sue is not the amount of risk posed by 
utility bonds, but the nature of the risk. 
Unlike bonds backed by, say, residential 
mortgages or auto loans, utility fee bonds 
are not backed by a �nite pool of assets. 
�at’s why there is no tranching of credit 
risk.  

Single Layer of Risk
“It’s a question of market integrity,” 
Fichera said. “What does ‘sf ’ signify?”

Perhaps the closest comparable se-
curities are bonds backed by credit card 
receivables, which are issued from a mas-
ter trust that allows the sponsor to con-
tribute new assets – and issue additional 
credit card-backed securities. 

But sponsors of credit card backed 
securities contribute additional collat-
eral at their discretion. (Credit card se-
curitizations also have multiple layers of 
risk.) By comparison, sponsors of utility 
fee bonds are obliged to true up the fees 
backing these bonds.

Fichera said that the Florida Com-
mission and Saber Partners approached 
ESMA to get additional guidance, but 
the European regulator responded that it 
does not issue guidance in advance and 

responds only a�er receiving complaints.
It’s not the �rst time that Fichera is 

taking an unpopular position. He was a 
consistent critic of auction rate securi-
ties, long-term bonds that are designed 
to act like short-term instruments be-
cause their rates are reset at periodic 
auctions, and was hired by the Securities 
and Exchange Commission in 2004 as an 
expert adviser in a probe of bidding prac-
tices. (Auction rates were widely market-
ed to companies and individual investors 
as cash equivalents, but in early 2008 the 
auction market failed and most securities 
froze, leaving investors unable to dispose 
of their securities.)

Other Utilities May Benefit
Should ESMA look favorably on the 
Florida Commission’s complaints and 
instruct S&P, Moody’s and Fitch to stop 
classifying utility bonds as structured 
�nance instruments, a number of other 
utilities stand to bene�t.  

In August, the Long Island Power 
Authority raised $475 million via bonds 
backed by restructuring charges imposed 
on its retail electricity customers. Entergy 
New Orleans raised nearly $100 million 
in July 2015 via bonds backed by storm 
recovery fees. Likewise, Consumers En-
ergy Company, a Michigan utility, issued 
$378 million of utility fee bonds in 2014; 
and in 2013 three utilities issued bonds 
backed by special fees: Appalachian Pow-
er, which serves parts of Virginia and 
West Virginia, and two Ohio utilities, 
Ohio Power and FirstEnergy.

Not including the bonds issued on 
behalf of Duke Energy Florida in June, 
there are approximately $11 billion of 
bonds backed by utility fees outstanding, 
according to the o�ering prospects for 
Duke Energy Florida’s bonds.

In theory, removing the “sf ” designa-
tion from utility fee bonds would allow 
sponsors to borrow money at interest 
rates comparable to those paid by tri-
ple-A rated corporate issuers.  — AB
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SLM Corp., better known as Sallie 
Mae, is by far the biggest maker of 
private student loans. But it hasn’t 

always been a bank.
Until 2010, the company primarily 

originated private student loans in part-
nership with banks, referring borrowers to 
third-party institutions and then purchas-
ing the loans shortly a�er disbursement.

It’s a kind of arrangement that allows 
nonbank lenders to skirt state caps on the 
interest rates they can charge. Federal law 
allows banks to “export” the interest rate 
cap in their home state to other states with 
lower limits. Piggybacking on a bank’s 
charter allows nonbank lenders to do the 
same thing.

�e strategy made sense when Sallie 
Mae was �rst privatized and its primary 
business was still servicing federally guar-
anteed student loans. �e same strategy 
has long been used by numerous inde-
pendent mortgage originators and payday 
lenders, and more recently by marketplace 
lenders, which make unsecured loans over 
the internet.

So a recent federal court decision af-
�rming the right of a servicer to collect on 
private student loans originated on Sallie 
Mae’s behalf isn’t just good news for inves-
tors in student loan-backed securities; it’s 
also good news for marketplace lending 
platforms and other online lenders that 
partner with banks to make loans.

In Jamie Beechum v. Navient Solu-
tions, the plainti�s, California residents, 
argued that the interest rates on loans they 
obtained in 2003 and 2004 from Stillwater 
National Bank and Trust Co. in Oklahoma 
exceeded California’s 10% general usury 
cap.  In 2015, they �led a putative class-ac-
tion lawsuit against Navient Solutions, the 
servicer of the loans (and other parties in-

cluding a securitization trust), alleging that 
a predecessor company to Sallie Mae was 
the “actual lender” of their loans and there-
fore California usury laws applied.

But in September, the U.S. District 
Court for the Central District of California 
granted the defendants motion to dismiss 
the case. �e court based its decision solely 
on the California usury law exemption for 
national banks. It declined to review the 
substance of the loan transactions, as urged 
by the plainti�s.

�e Beecham decision goes in the op-
posite direction of  two other recent cases. 
In January, the U.S. District Court for the 
Eastern District of Pennsylvania denied a 
motion to dismiss a true-lender suit, Com-
monwealth of Pennsylvania v. �ink Fi-
nance. �e court cited the alleged “level of 
control” over the relevant loan transactions 
by the defendant lender.

And in the high-pro�le Madden v. Mid-
land Funding lawsuit, the 2nd U.S. Circuit 
Court of Appeals found federal preemption 
of state usury laws available to banks no 
longer applied once the loan was sold to a 
non-bank and the originating bank no lon-
ger retained an interest in the loan.

“�e Beecham decision provides fur-
ther evidence that when courts do not ap-
ply the ‘predominate economic interest’ test 
that has been used in some true lender cases 
in recent years, loan owners are more likely 
to be protected,” Moody’s Investors Service 
stated in a report published in October.

�e decision is also notable, according 
to the law �rm Pepper Hamilton, because 
the court analyzed possible public policy 
impliations of its decision. Unlike other 
federal and state courts that have recent-
ly decided true lender cases, it “explicitly 
acknowledged that making it di�cult for 
banks to assign or sell their commercial 

property to the secondary market impedes, 
versus promotes, good public policy,” the 
�rm stated in a Sept. 22 client alert.

�e authors said that the court’s public 
policy analysis helps to bolster the e�ect of 
the decision because it does not rely strictly 
on legal technicalities of a single state law 
usury exemption.

An adverse ruling could have hurt 
private student loan securitizations. Stu-
dent loans that SLM originated under the 
partner-bank-origination model, which it 
used primarily through 2009, have served 
as collateral in 38 transactions completed 
by Sallie Mae or Navient (which it spun 
o� two years ago) since 2002, according to 
Moody’s.

For the 12 public deals issued through 
2007, the California concentration at 
closing ranged from 7% to 17%, the rat-
ing agency said in a report published last 
week. (Because the Beechum case does not 
explicitly cover loans made to residents of 
other states, the decision is less applicable 
to those loans.)

More recent deals are likely to contain 
lower concentrations of loans originated in 
partnership with banks, as Sallie Mae now 
primarily originates through its own bank. 
Moreover, interest rates on loans originated 
since the �nancial crisis are less likely to ex-
ceed state caps, simply because Sallie Mae 
and other private lenders have tightened 
their underwriting criteria. — AB

Latest Usury Law Ruling 
Good for Marketplace Lenders
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Marketplace Lending: A Growing  
Opportunity for Institutional Lenders

Marketplace lending, also sometimes referred to as digital lending or 
peer-to-peer lending, is poised to enter prime time as major banks 
and leading lenders look to partner with the thousands of �ntech 
startups that have entered the market. Yet even as interest in these 
online lending platforms surges, questions about their role in growing 
the credit markets and the extent to which they should be regulated 
are causing many of the markets’ key players to proceed with caution.

On October 11th, in New York City, the Asset Securitization Report 
hosted an executive roundtable to consider which business models 
and strategies are best suited to the marketplace paradigm. 
Moderated by ASR Editor-at-Large, Elliot Kass, �ve industry 
executives participated in the event: Rick D’Emilia, Managing Director 
for asset- and mortgage-backed securities at Wilmington Trust; Matt 
Joseph, a partner at Morgan Lewis; Karan Mehta, head of capital 
markets at Marlette Funding; Steve O’Neal, Vice President for global 
capital markets at Wilmington Trust and Andreas Wilgen, co-head of 
North American asset-backed securities at Fitch Ratings. 

What follows is an edited version of the lively and informative 
discussion that took place.
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Elliot Kass: How did we arrive at the 
term ‘marketplace lending’? How do 
you define it?

Steve O’Neal: It began with the peer-
to-peer platforms—online platforms that 
pair borrowers with lenders. As people 
started to see the viability of those 
platforms and the kind of returns they 
could generate, you had hedge funds, 
investment banks and others wanting to 
take advantage of those opportunities. 
So the platform players began to partner 
with financial institutions. There are many 
different reasons for platform providers 
to partner with financial institutions, one 
of which is availing themselves of the 

national banks’ exemption to the state 
usury laws. This strategy has been 
challenged by the Madden case and is 
seeing opposition in other states as well. 
That was followed by other opportunities 
to match up institutional investors with 
loans, and aggregators entered the 
arena and started securitizing the loans. 
So the whole category kind of morphed. 

Andreas Wilgen: When it started out it 
was called peer-to-peer lending, which 
refers more to the funding side than the 
origination side. Nowadays, the term 
‘marketplace lending’ covers various 
asset classes, such as student loans, 
unsecured consumer installment loans 

and mortgages, and it really refers to a 
means of loan origination. Seen in this 
way, marketplace lending is really online 
loan origination. 

Elliot Kass: It’s fair to say that 
marketplace lending is a hit, and 
there’s obviously huge and growing 
interest in this area. But why? What 
makes this form of loan origination so 
appealing? 

Karan Mehta: There are two reasons. 
One is that the technology and the 
access to information—most notably 
credit information and fraud detection 
measures—has changed dramatically 

Elliot Kass: This is really the second wave of money market 
reform that we’re seeing now. Is it something that you were all 
expecting? Do you think the reform is needed, or do you think the 
regulators are engaged in some overkill?

Debbie Cunningham: The SEC’s efforts to change the regulations 
around money market funds were precipitated by the financial crisis of 
2007 and 2008, and the impact on the Primary Reserve Fund, where 
it “broke the buck” with defaulted paper. At that point customers didn’t 
know what their portfolios owned anymore and just wanted to get out. 
So the prime money fund industry fell by about 25% from September 
15 to September 19, 2008.

With 2002’s amendment, the SEC changed some risk-mitigating 
devices—things like shorter weighted-average maturities and more 
liquidity. The 2014 amendment that will take effect this October 
introduces floating-net asset value, gates and fees. These are 
packaging changes that affect how a fund is sold and what the end 
result is for the customer. But the actual changes to the fund portfolios 
and how they are managed occurred after the 2010 amendment. I do 
think that 2010 was enough and that the 2014 changes are overkill.

Jeff Carson: Although the 2010 reforms were an important step in 
making money market funds safer, analysis by the SEC suggested 
additional reforms were needed.  I think there were some opportunities 
regarding the operational and regulatory costs necessary to implement 
these changes and the unintended consequences of the reform, but 
this is the environment we’re in and we’ve got to work within it.

Christine Kopec: The question is whether or not these new features 
fundamentally change the utility or the appeal of funds. The new 
reforms were intended to make them safer and avoid runs. But if certain 
features render funds out of guideline, or just untenable for an investor, 
then the intent becomes irrelevant. We’re trying to figure out what these 
changes ultimately mean for clients.

Tom Callahan: There was a lack of confidence after the crisis and 
something needed to be done. The very lengthy rule making process, 
which I think was described by one of the SEC commissioners as one 
of the most difficult in the history of the agency, went on for almost five 
years. During that period various people in the industry were either for 
or against gates or fees or floating NAV, but none of us asked for all of 
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in the last five-to-ten years. So fintech 
companies now have the ability to disrupt 
the banks’ traditional business model 
and assess risk in a very professional 
manner, ensure legal compliance and 
take all the other steps that you need to 
take to make a loan. This can be done by 
a much smaller scale organization than it 
could in the past. 

The second thing that’s changed is that 
traditionally, if you were making these 
loans, you were a loan owner and you 
captured all the economics from that 
ownership. But the whole marketplace 
movement is based on the sale of 
assets. Equity that would have accrued 

back to an owner, like the old GE Capital 
or a CIT, is now being sold. So you now 
have the opportunity to invest in the 
asset, which offers a mixture of a bond-
like return and an equity-like upside. 
Previously, you could only do this with 
mortgages, but the availability of these 
kinds of assets has become widespread, 
and you’ve got billions and billions of 
dollars being sold in a very professional 
manner through these marketplaces. 
That’s what has attracted attention to 
this sector.

Matt Joseph: Loans made by 
marketplace lenders offer a desirable 
combination of yield and credit.  Many 

investors, as a result, have found this 
asset class to be one in which they very 
much want to invest. 

Rick D’Emilia: The yield on auto ABS 
[asset-backed securities—editor] has 
been so low, and there are so many 
short-term investors that are looking for 
more yield, and now you have this other 
asset class that offers short duration 
assets with much higher yield. There are 
other issues that people are dealing with 
to get comfortable with this space, but 
the yield is a lot higher and the loans are 
short-term, so there are a lot of money 
funds and others that are very interested 
in it. 
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Andreas Wilgen: That’s on the investor 
side. There’s also interest from the 
consumer side, and a lot of it comes 
down to convenience and price. It really 
depends on which players you’re looking 
at and what portion of the market they 
cater to. There are those marketplace 
lenders who serve people at the lowest 
end of the credit spectrum and compete 
with payday lenders and the like. Then 
you will find others who compete with 
traditional lenders. If you’ve got a 28 
percent APR on your credit card, and you 
can get a loan consolidation for eight or 
10 percent, that sounds like a no-brainer. 
And you can easily take advantage of it 
with an app on your phone or through the 
computer. 

Elliot Kass: On the borrowers’ 
side, what are the advantages of 
marketplace lending and what 
kind of borrowers are drawn to this 
approach?

Steve O’Neal: The speed and 
convenience of obtaining a loan, 

but also the fact that a lot of these 
borrowers don’t fit a traditional bank 
lending profile. And not just because 
they may have lower credit scores, 
many of the borrowers in this space are 
prime and near-prime borrowers, but 
also—especially in the small business 
market—because they don’t meet 
minimum loan amounts or the traditional 
banks just don’t compete in that space. 
So marketplace lenders fill the void 
that is left by the traditional financial 
institutions. 

Karan Mehta: The ease of transacting 
with a marketplace lender is well 
ahead of—and significantly more 
frictionless--than walking into a bank 
branch. And that’s even more true for 
borrowers who are not sub-prime, but 
who would typically get turned down by 
a bank—especially a prime-lending bank. 
But they may not get turned down by a 
marketplace lender with finer grades of 
risk-based pricing. There are buckets of 
capital looking for that kind of risk. Banks, 
in particular, tend to focus on prime 

customers, and they are generally averse 
to moving outside their box. And even 
if you’re within their box, you still have 
to go walk to down the branch, shake 
hands with the branch manager etc. … 
and then hope that you get a loan in a 
timely manner. 

Matt Joseph: And then there are the 
millennials who don’t want to walk into a 
branch at all. A lot of us are happy to go 
to a branch or not go to a branch. But 
the newest generation is against it, and 
they’re transacting all their business 
online. That cohort keeps getting 
bigger and every single one of them is a 
potential customer.

Elliot Kass: You’ve drawn a 
distinction between traditional banks 
and the marketplace lenders. But 
what about the composite lenders? 
Aren’t a lot of traditional banks 
getting more involved in marketplace 
lending? Is there a blurring of the 
lines? 
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Karan Mehta: We are definitely seeing 
the fintechs and the banks moving closer 
together. There are now hybrid business 
models, where marketplace lenders 
retain risk and fund loans themselves, 
and have their own sources of capital 
and their own warehouse lines. Marlette’s 
plan from inception was to operate in 
this manner. We also see some banks 
moving closer to marketplace lenders 
and looking to partner both around asset 
sales but also in terms of loan origination. 
So there is blurring of the lines, but this is 
generally happening at the fringe. You’re 
not seeing dramatic shifts in the banking 
industry where all the banks, or a large 
number of the banks, are looking to 
make these moves. Instead, banks are 
expressing their interest in the sector in 
other ways. One of them is partnering. 

Steve O’Neal: A lot of the larger 
financial institutions were waiting to 
see these platforms prove themselves. 
Now that that’s happened, more of 
the traditional financial institutions 
are interested in tapping this market. 
The other thing that’s driving more 
partnerships is greater involvement by 
the regulators, who don’t like to see 
things take place outside their sphere 
of influence—especially when it comes 
to lending to consumers. The Madden 
litigation started a lot of this [Madden v. 
Midland Funding, in which the Second 
Circuit U.S. Court of Appeals ruled that 
Midland, a collections agency, violated 
New York State usury laws when it 
attempted to collect on a high-interest 
debt it had purchased from a national 
bank--editor], and there’s a big push to 
pull these things under the regulatory 
umbrella. As that happens, you’re going 
to see more partnerships between 
fintechs that understand the customer 
experience and the technology but don’t 

want to deal with onerous regulations, 
and financial institutions that understand 
how to operate in a heavily regulated 
environment.

Elliot Kass: Where do you want to see 
this market head? How would you 
like to see it further develop? 

Karan Mehta: We want this market to 
grow rapidly and responsibly. So we want 
good quality originations; we want low 
headline risk; we want access to credit 
to be priced well and to be available to 
as much of the population as possible. 
And this does not need to be a zero-sum 
game. We want this market to grow the 
pie for everybody—on the consumer 
side, on the bank side, on our side—and 
it should work from the oversight body’s 
perspective as well. 

Rick D’Emilia: To get started, a lot of 
these fintech companies used smaller 
service providers that could help grow 
their business. But now they’re trying to 
access $500 million deals in the capital 
markets with big investors behind them, 
and these investors want to see more 
credit guidelines and responsible parties 
involved at all levels of the transaction. 
They want to know who you are 
partnering with, what banks are providing 
you credit and what institutions are 
helping you with your financing. If you’re 
going to access the big money investors, 
you have to have a solid program with 
credit guidelines and all the right parties.

Steve O’Neal: It ups the ante for due 
diligence and greater transparency, when 
you start trying to access the capital 
markets. 

Matt Joseph: On the capital markets 
side, a lot of the term securitizations have 
either not been rated at all, or have been 
rated by only one rating agency.  As the 
market matures, I would think that all 
the rating agencies will be rating deals, 
and each deal will be rated by a couple 
of rating agencies.  That should open 
the door to additional investors as some 
investment guidelines require investment 
grade ratings and ratings from two rating 

“The ease of transacting 
with a marketplace lender 
is well ahead of—and 
significantly more 
frictionless--than walking 

into a bank branch.” 

Karan Mehta
head of capital markets,
Marlette Funding 
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agencies.  Depending on where one sits 
that will be good or bad.  As more money 
is available, rates on offered securities 
backed by these loans will come down 
and then presumably that will drive down 
the interest rates on the loans.

Andreas Wilgen: There will be a 
section of the market where you will 
probably have some form of partnership 
with a bank, or where the banks 
themselves will start to look into getting 
back some piece of the business. But 
there will also be a section of the market 
that hasn’t been well served by the 
banks and that probably continues to be 
served by non-bank financial institutions.

Elliot Kass: Is more regulation of 
this market segment a given? Is it 
desirable?

Andreas Wilgen: It depends on the 
type of regulation. If it’s regulation to 
protect consumers from predatory 
lending, it would have to apply to 
everyone in a similar way. Any negative 
media coverage about an institution 
that charged horrendous rates or didn’t 

treat its customers fairly will result in 
push back. But if you look at regulation 
intended to maintain financial stability, 
then it depends on the funding model. If 
you’re an institutional investor, and you’re 
not taking deposits, then presumably you 
don’t need to be regulated in the same 
way as a bank.

Steve O’Neal: That’s where partnering 
with financial institutions comes in, 
because the nationally chartered financial 
institutions are effectively exempt from 
the state usury laws. And that’s why a 
lot of these online lenders partnered with 
these institutions, because otherwise 
they’d have to go and get licensed in 
every state. But the Madden litigation 
challenged the way they were doing this. 
Having the nationally chartered financial 
institution issue the loan, but only keep it 
on its books for a few days and then sell 
it back to the marketplace lender, has 
been interpreted by some courts   to 
imply that the financial institution was 
acting as a kind of store front and that 
the purchasers of those loans were not 
entitled to the benefit from the state 
usury law exemption. So, to negate  that 

argument, a lot of marketplace lenders 
now are re-examining those relationships 
and working on new deals, where 
the issuing financial institution keeps 
some skin the game and retains some 
ownership of these loans. 

Karan Mehta: With respect to Madden 
versus Midland, if there’s proper 
alignment in the ecosystem, it’s good for 
all stakeholders, and from a regulatory 
perspective, you can ensure alignment of 
interests by this mechanism. 

Andreas Wilgen: Alignment of interests 
is often focused on risk retention—do 
you retain the loans that you have? 
But the fee structure of a given lending 
platform is important to consider as 
well. When fees are very skewed toward 
origination fees, and not to ongoing 
performance, the platform is incentivized 
to originate as many loans as it can, 
and what happens afterwards is only 
a concern in the ability to attract future 
investors. There is often very little risk 
retention and they’re not as sensitive to 
risk. But what happens in a downturn, 
when investors shy away from risk and 
loans are cut back? Now you’re looking 
at a scenario that would lead to a very 
substantial drop in income due to the 
reduced origination volumes.

Steve O’Neal: That’s a great point. This 
paradigm hasn’t really been tested in a 
down market yet. 

Matt Joseph:  I think that it is important 
to point out that while we need to 
consider how to comply with the Madden 
decision, the most senior attorney of the 
United States government, the Solicitor 
General of the United States, said in a 
brief to the United States Supreme Court, 
that the Madden case we are talking 
about was wrongly decided.  He said 
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that federal preemption should have 
been applied.  I also think it important 
to note that while the Madden decision 
is currently binding in the second circuit, 
two other circuits have decided the 
opposite way. 

Elliot Kass: So we have regulatory 
uncertainty? 

Rick D’Emilia: We don’t know what 
direction it’s going to take, but we’re 
likely to see more regulation, that’s for 
sure. 

Karan Mehta: We realize that to 
successfully market bonds into the 
securitization market there’s a certain 
expectation on disclosure, and we’re 
very comfortable with that. We think it 
brings transparency to the space. 

 Matt Joseph: On the disclosure side, 
there’s a movement towards providing 
more ongoing loan-level performance 
information for certain deals.  This is 
helpful for future trading of the bonds.  It 
is also particularly helpful for investors in 
allowing them to better know what their 
positions really mean.  

Elliot Kass: Let’s close out with 
this—what are your fondest hopes for 
this market, and what are the risks 
that you’re most concerned about?

Rick D’Emilia: The ABS market is 
one of the fastest growing markets 
and there’s a lot of institutional interest. 
The players who are going to succeed 
are the ones that partner with the right 
people and secure stable funding. The 
market has a lot of room to move into 
securitization, where large banks will 
be partners or investors, and there’s a 
lot of investor appetite. So if it’s done 
right and doesn’t grow too quickly, 

there will be a lot of opportunity, 
including a big opportunity in the 
structured market. 

Andreas Wilgen: The two concerns 
that we have encountered are a lack 
of data and the alignment of interest. 
The issue with data is one of historic 
performance, but also having enough 
data for the institutions to conduct robust 
underwriting. People try to run before 
they walk, and more progress with letting 
the evidence present itself would be quite 
useful in many areas. There’s a future for 
marketplace lending as a technology and 
as a means of origination. I’m pretty sure 
that there will be online origination going 
forward and that will be a major stay in 
the business. But what institutions will be 
standing behind it, I can’t say. 

Karan Mehta: Marketplace lending 
and financial technology in general is 
here to stay. It’s truly disruptive and very 
additive to the entire finance ecosystem. 
Obviously there will be bumps in the 
road; there already were some earlier 
this year and, for a relatively young 
industry, it weathered them fairly well. So 
marketplace lending certainly has a lot of 
potential, and it will continue to evolve.

Matt Joseph: There are a lot of folks 
focused on best practices in this space, 
which is going to serve the securitization 
of marketplace loans very well.  I believe 
that marketplace lending securitizations 
are going to be leaders in providing data 
on an ongoing basis—and perhaps other 
assets classes will follow suit.

Steve O’Neal: I believe that 
Marketplace lending is the future for 
the consumer and the small business 
space, it’s going to continue to grow, and 
it will probably be the primary source of 
funding in those arenas. 

“Nowadays, the term 
‘marketplace lending’ 
covers various asset 
classes, such as student 
loans, unsecured 
consumer installment 
loans and mortgages, and 
it really refers to a means 
of loan origination. Seen 
in this way, marketplace 
lending is really online 

loan origination.”

Andreas Wilgen
co-head of North American  
asset-backed securities, 
Fitch Ratings 
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Anew re�nance mortgage o�ered 
by Social Finance, better known 
as SoFi, lets consumers tap into 

their home equity to pay down student 
loan debt at terms more favorable than a 
traditional cash-out re�.

�e San Francisco-based online lend-
er is partnering with Fannie Mae on the 
product. �e loans will be underwritten to 
the secondary market investor’s guidelines 
for credit score, debt-to-income ratio and 
other criteria, and the property must sup-
port an 80% loan-to-value ratio, inclusive 
of both the original mortgage and student 
loan debts.

�e “Student Loan Payo� ReFi” can 
be used to either reduce or completely pay 
o� the borrower’s existing student loans 
and is available to both consumers with 
their own outstanding student loans and 
those who have co-signed loans. About 
8.5 million of the more than 44 million 
U.S. consumers with student loan debt are 
homeowners with su�cient equity and 
creditworthiness to qualify for the loan, 
SoFi estimates.

SoFi and Fannie Mae worked exclu-
sively on the o�ering. Depending on the 
results of the pilot program, Fannie Mae 
will evaluate whether to o�er more wide-
spread student loan payo� products in the 
future, said Jonathan Lawless, Fannie Mae 
vice president of product development 
and a�ordable housing.

SoFi’s product is priced competitive-
ly with a rate-and-term re�nance, which 
typically has an interest rate that’s 25 basis 
points lower than a traditional cash-out 
re�. SoFi can o�er the more favorable 
terms because it disburses the student 
loan portion of the mortgage directly to 
the student loan servicer. �at helps re-
duce the risk of default compared to other 

cash-out re� and home equity loans that 
can be used for any purpose, said Michael 
Tannenbaum, SoFi’s senior vice president 
of mortgage.

“When you think about how high stu-
dent loan interest rates can be relative to a 
mortgage, it’s amazing to think about how 
many homeowners can use this new prod-
uct to bene�t from their home equity and 
pay o� their student loans,” Tannenbaum 
said in an interview.

Approximately 90% of private student 
loans require a co-signer, according to 
Sallie Mae data cited by SoFi. �e average 
homeowner with co-signed student loans 
has a balance of $36,000 on those loans, 
while homeowners with outstanding Par-

ent PLUS loans have an average of $33,000 
of student loan debt, according to Experi-
an data cited by SoFi.

SoFi became an approved Fannie Mae 
seller/servicer earlier this year. It will fund 
the student loan mortgages from its bal-
ance sheet, as it does for its entire mort-
gage production, and service the loans.

Nearly 75% of SoFi’s mortgage volume 
is purchase loans and 65% of that is for 
�rst-time homebuyers. In the future, So-
Fi’s student loan re�nance mortgage could 
serve as a model for a purchase mortgage 
product for borrowers whose high student 
loan debt is keeping them from buying a 
house, Tannenbaum said. — Brad Finkel-
stein

SoFi, Fannie Mae Offer Cashout 
Refi for Student Loans

 ABS
 REPORT

Equity Stake
Nearly 20% of consumers with college debt have suf�cient home 
equity and credit pro�les to qualify for SoFi’s student loan mortgage

Sources: Federal Reserve Bank of New York, SoFi

Student Loan Borrowers: 44.2M

Eligible
Borrowers

8.5M
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Morningstar Credit Ratings  con-
tinued its push to become a one-
stop ratings agency this fall, add-

ing collateralized loan obligations to its 
menu of structured �nance ratings. 

Morningstar posted its �rst-ever 
assessments of broadly syndicated pub-
lic CLOs in September and November;   
previously it had focused on private-la-
bel residential and commercial mort-
gage-backed securities.

�e transactions followed on the 
heels of Morningstar’s unrelated SEC-ap-
proved expansion into corporate issuer 
and �nancial institutions ratings.

“We’ve geared up to be a full service 
ratings agency,” said Brian Grow the 
managing director for ABS and residen-
tial mortgage backed securities for the 
Morningstar. 

“We’ve now been running with 
RMBS for a few years, CMBS for 10 
years, and have had ABS for a couple of 
years. We’ve been rating a lot of private 
deals and now we’ve �red up [broadly 
syndicated] CLOs.” 

Morningstar joins a �eld of other 
national recognized statistical ratings or-
ganizations (or NRSROs) now covering 
the CLO market, including Moody’s Inc., 
McGraw Hill’s Standard & Poor’s, DBRS 
and Fitch Ratings Inc. 

Standard Issuer-Pay Model
Morningstar operates its ratings business 
under the standard “issuer-pay” model 
like the other agencies, and also markets 
a subscription-based monitoring tool for 
structured-�nance investors.  

Morningstar has previously issued 
private ratings for four middle-market 
CLOs as well as a pair of warehouse cred-
it lines. �e assembled team of CLO an-

alysts are on a pace to prepare one rating 
a month, and that “may go up as we get 
exposure,” Grow said.   

“It’s a good opportunity for us,” he 
said. “We’ve met with several managers, 
so now we are deep into this new phase.”

Although CLO primary issuance has 
waned this year, Grow says 
he is optimistic that the 
ratings analysis and mar-
ket research opportunities 
will heat up for the agency 
heading into 2017. 

Morningstar published 
its �rst presale on a public 
CLO in September with 
THL Credit’s $655 million 
Wind River 2016-2 CLO. 
�at was followed up in 
November with a report 
rating the $449 million 
Sale Fields CLO 2016-2,  the latest CLO 
marketed by Guggenheim Partners In-
vestment Management LLC. 

Focus on Management Fees
Morningstar only rated the ‘AAA’ tranch-
es in both deals, but its reports included 
the standard CLO portfolio measure-
ments liked weighted life tests and the 
average rating of underlying loans in the 
deal. 

�e agency also made some infor-
mation, such as management fees, more 
prominent in its reports do other credit 
rating agencies. It gives front-page treat-
ment to both the senior and junior fees  
of the managers, as well as incentive pay 
parameters established by the issuer.

Morningstar is concentrating only on 
the U.S. market, which had $98.5 billion 
of new issuance in 2015. 

�e pace has slowed by 37% in 2016 

(with just $54.5 billion), and in the �rst 
10 months of the year, 70 managers com-
pleted CLO deals, according to Wells 
Fargo.

�ere has also been a slew of re�-
nancing and reset deals in recent months 
as managers and �rms scramble to ar-

range new terms on their 
deals prior to the enforce-
ment of new risk-retention 
rules. Managers will be re-
quired to hold on to 5% of 
the economic risk of deals 
completed a�er Dec. 24. 

�e launch of the CLO 
ratings business followed 
Morningstar’s expansion 
into corporate issuer and 
�nancial institution rat-
ings in August. 

�e company’s rat-
ings business includes several subsets of 
RMBS/CMBS structures including sin-
gle-family rentals, conduit/fusion, agen-
cy and single-borrower deals. 

It also recently rated a clean energy 
green-bond securitization, GoodGreen 
2016-1. a pooling of Property Assessed 
Clean Energy (PACE) bonds issued by 
Ygrene Energy Fund. 

Grow said Morningstar will be creat-
ing and publishing routine research re-
ports on the CLO industry, spotlighting 
both the performance of portfolios and 
underlying loans.   

Morningstar does not yet cover asset 
classes such as municipal, government 
or sovereign ratings, but a spokesperson 
stated the �rm may pursue registration 
to be an SEC-designated agency to cov-
er insurance �rms, which would have 
Morningstar competing with the likes of 
A.M. Best. — GF

Morningstar Adds CLO Ratings
To Structured Finance Menu

Brian Grow
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Regulators have been pounding 
the podium for months warning 
about frothy conditions in the 

market for automobile loans. But things 
had to hit close to home — in the form 
of shrinking loan yields and rising delin-
quencies — before bankers really paid at-
tention.

Several companies, including Fi�h 
�ird Bancorp and Citizens Financial 
Group, said that they plan to scale back 
indirect auto lending, citing increased 
competition and narrowing spreads. 
Others are reducing exposure by selling 
o� large chunks of auto loans — though 
those banks insist they remain committed 
to auto lending.

�eir moves come at a time when auto 
lending has reached record highs. �e vol-
ume of auto loans made by banks, credit 
unions and �nance companies hit $1.07 
trillion in the second quarter, up 7% from 
a year earlier and more than 50% since 
mid-2010.

Meanwhile, credit quality is worsen-
ing. Delinquencies on prime loans of at 
least 60 days rose 17% in August, com-
pared to a year ago, according to Fitch 
Ratings. Fitch also reported in March that 
more than 5% of securitized subprime 
auto loans were at least 60 days late, the 
highest delinquency rate in 20 years.

Risks associated with auto lending 
have increased because of “unprecedent-
ed growth” in the space, the O�ce of the 
Comptroller of the Currency said in its 
Spring 2016 Semiannual Risk Perspec-
tive report. “As banks have competed 
for market share, some banks have re-
sponded with less stringent underwrit-
ing standards for direct and indirect auto 
loans,” the OCC said. Banks have also in-
creased loan-to-value ratios and extended 

loan-repayment terms, both of which are 
also signs of potential trouble.

Banks are deciding to pull back be-
cause “they hear the regulators’ drum beat 
and that’s coupled with their own risk ap-
petites,” said Christopher Wolfe, an ana-
lyst at Fitch Ratings.

Credit quality is a mounting concern. 
Regions Financial in Birmingham, Ala., 
said auto loans between 30 and 89 days 
past due rose 10% from the same period 
last year, to $57 million in the third quar-
ter, compared to a year ago.

On a conference call with analysts 
Oct. 18, Chief Financial O�cer David 
Turner said that while the company will 
continue to make indirect auto loans it is 
being more selective in choosing its dealer 
partners.

“We continue to focus on growing our 
preferred dealer network while exiting 
certain smaller dealers,” Turner said. “In 
addition, we remain focused on achieving 
appropriate risk-adjusted returns in this 
portfolio.”

Others that reported some deteriora-
tion in their auto-loan portfolios include 
the $149 billion-asset Citizens Financial 
Group in Providence, R.I., and TCF Fi-
nancial in Wayzata, Minn.

Citizens said Oct. 21 that nonperform-
ing auto loans rose 45% year over year to 
$55 million, while the $21 billion-asset 
TCF boosted its credit reserves by nearly 
40% due in part to a sharp increase auto 
loan chargeo�s.

Citizens’ auto loan portfolio increased 
just 1% year over year to $14.1 billion and 
company o�cials said on a call with an-
alysts that the slow pace of growth was 
intentional. Bruce Van Saun, its chairman 
and chief executive, attributed the deci-
sion to declining loan yields, not higher 

chargeo�s.
“It’s really just that the returns in auto, 

given the competition there, are not great,” 
he said in an interview. “We found better 
opportunities to grow in consumer with 
our education-re�nance loan products 
and with our personal unsecured e�orts.”

Other bankers agreed that increased 
competition is hurting spreads. �e $143 
billion-asset Fi�h �ird Bancorp in Cin-
cinnati decided to reduce originations 
of indirect auto loans “to trim back pro-
duction in some of the lower-spread, 
lower-yield asset classes,” Lars Anderson, 
its chief operating o�cer, said during a 
Oct. 20 conference call. As a result, Fi�h 
�ird’s auto loans in the third quarter fell 
12% from a year earlier to $10.5 billion.

�e $2.1 billion-asset Belmont Savings 
Bank in Belmont, Mass., during the third 
quarter suspended all indirect auto orig-
inations because of “market conditions,” 
CEO Bob Mahoney said in an interview.

“�e pricing for high-quality borrow-
ers has become too low to allow for satis-
factory spreads,” he said.

TCF said that yields on its auto loans 
fell by 9 basis points in the quarter, to 
4.09%.

On its conference call, though, an-
alysts seemed more concerned that the 
bank is continuing to increase its auto 
lending even as delinquencies and char-
geo�s have risen. TCF’s auto loans rose 
13% in the third quarter when compared 
with year earlier.

CEO Craig Dahl reassured investors 
that TCF is keeping its risks in check and 
that its primary concern is pro�tability, 
not growth.

“I wouldn’t say we have a grow-at-all-
costs strategy right now,” Dahl said.

Selling o� loans is part of that strategy. 

Auto Lending Losing its Luster,  
at Least for Banks

 ABS
 REPORT
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�e company sold o� $615 million of auto 
loans in the quarter and generated gains 
on those sales of $11.6 million, up 12% 
from a year earlier.

�e $205 billion-asset SunTrust Banks 
in Atlanta sold a $1 billion indirect auto 
loan portfolio during the third quarter. 
�e sale was made to optimize SunTrust’s 
balance sheet “by staying disciplined on 
returns,” Chairman and Chief Executive 
William Rogers said during a conference 
call.

A SunTrust spokesman said the bank 
“remains committed” to both indirect and 
direct auto loans and does not plan to re-
duce indirect auto originations. �e sale 
was not in response to regulators’ con-
cerns about the auto-loan market, he said.

Some smaller banks are also seemed 
unfazed by regulators’ warnings. At the 
$4.4 billion-asset Fidelity Southern in At-
lanta, indirect auto rose 17% to $1.6 bil-
lion from a year ago. �e $2.6 billion-as-
set Arrow Financial in Glens Falls, N.Y., 
originated $70 million of indirect auto 
loans in the third quarter. And the $1.8 
billion-asset California Republic Bancorp 
in Irvine is trying to expand its indirect 
auto lending business to a national scale.

Huntington Bancshares, which hasn’t 
made a trip to the securitization market 
since June of last year, will be o�ering $2.6 
billion in bonds backed by auto and com-
mercial loan receivables during the fourth 
quarter. �e bulk of the loans to be securi-
tized, $1.5 billion, are indirect prime and 
super-prime auto loans issued through 
partnering dealers.

�ose loans are nearly equal to the 
entirety of the $1.6 billion auto loan ser-
vicing portfolio that shi�ed over from 
its merger with Akron-based FirstMerit,  
though Huntington o�cials did not indi-
cate whether any (or all) being marketed 
were originated by FirstMerit.

�e securitization plans, were dis-
closed in Huntington’s third quarter earn-
ings report, and are intended to improve 
the regional bank’s capital ratios by culling 

balance-sheet exposure to risk-weighted 
assets.

Huntington last entered the securiti-
zation market in June 2015 with a $750 
million auto loan transaction; that fol-
lowed on the heels of a $1.2 billion deal 
in May 2015. Prior to that, the company 
hadn’t issued an auto loan ABS since 2012.

�e earnings release shows $11.4 bil-
lion in outstanding consumer auto loans 
for the combined Huntington operations 
as of September 30.

Executives emphasized the decision 
to unload the auto loans was not related 
to the performance of the collateral, reg-
ulatory pressure or concerns about rising 
delinquencies in the broader auto loan 
market. 

In fact, auto loans was among the “sig-
ni�cant drivers of organic loan growth” 
of approximately 8% for year-over-year 
Huntington operations in the third quar-
ter – and should be a resource for contin-
ued securitizations in the future, the com-

pany stated.
“While there may be activities going 

out in the market that are of concern,” 
said Daniel J. Neumeyer, the company’s 
chief credit o�cer, “because of our prime, 
super-prime focus, because of our strong 
origination scores, absence of risk layer-
ing, we have not changed our view at all 
with regard to the quality of the portfolio.”

�e disposals are instead aimed at re-
ducing Huntington’s exposure to this asset 
class. 

Prior to its announced merger with 
FirstMerit, the bank raised its cap on auto 
lending to 175% of capital in, but will now 
be moving it down to 150% with the loan 
sell-o�.  Huntington has adopted an oper-
ating guideline to further reduce that cap 
to 125% of capital, according to Howell D. 
“Mac” McCullough, Huntington’s chief �-
nancial o�cer. 

—Andy Peters, Brian Patrick Eha, 
Kristin Broughton, Glen Fest and John Reo-
sti.

Sustainable Pace?
The volume of auto loans made by banks, credit unions and 	nance 
companies has increased by more than 50% since 2010

Source: Federal Reserve Board
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Move over, young’uns. �e 
grown-ups have arrived, and 
they’re mounting a serious 

challenge to the startups that pioneered 
online lending.

 �is year, industry heavyweights 
Goldman Sachs, Wells Fargo and Quick-
en all burst onto the digital lending 
scene. �ese big �rms may have been 
latecomers, but their timing was still 
good, since they came to market amid 
rising doubts about many of the online 
lending sector’s early entrants.

In recent months, Lending Club, 
Prosper Marketplace and other �ntech 

lenders have been forced to lay o� big 
swaths of their workforces a�er key 
funding sources turned �ckle.

�e larger, more diversi�ed �rms 
that are jumping into online lending 
are not all following the same blueprint. 
Some are banks that fund their loans 
with low-cost deposits, while others 
rely on the capital markets for funding. 
Some make personal loans to consum-
ers, while others focus on small busi-
nesses. �eir risk appetites vary.

But the better-established compa-
nies, some of which were already up and 
running prior to this year, hold some 
important advantages over their fresh-
er-faced peers. For one, they generally 
have a lot of experience navigating the 

highly regulated �nancial services in-
dustry. �at asset is becoming more rel-
evant, since Washington has started to 
take a closer look at the online lending 
sector.

“We’re not just a bunch of folks 
working out of a basement building a 
website,” said Todd Lunsford, the chief 
executive o�cer of RocketLoans.com, 
which is owned by the Detroit-based 
mortgage giant Quicken.

In some ways, RocketLoans is mim-
icking the approach taken by Lending 
Club, Prosper and other Silicon Valley 
lenders. It o�ers three- to �ve-year per-

sonal loans of up to $35,000. �e loans 
carry annual percentage rates of 5.98% 
to 28.99%. Borrowers usually use the 
cash to consolidate their credit card 
debt.

But Quicken’s large existing base of 
mortgage customers may give Rocket-
Loans a leg up in an increasingly com-
petitive market.

“We do expect the company to 
quickly gain scale using its Rolodex of 
borrowers within its mortgage product,” 
wrote Michael Tarkan, an analyst at 
Compass Point Research & Trading, in 
a recent research note.

Banks that have built their own on-
line lending platforms hold other ad-
vantages over the tech-focused startups. 

Perhaps most notably, these banks are 
using deposits as a cheap, stable source 
of funding for their loans. �at model 
stands in contrast with those used by 
the likes of Lending Club, Prosper and 
Avant, which depend on more expen-
sive and less reliable sources of cash.

[According to reports on Nov. 14, 
Prosper Marketplace CEO Aaron Ver-
mut had tendered his resignation at the 
company. Prosper Chief Financial O�-
cer David Kimball, who joined the �rm 
earlier this year from a senior executive 
post at USAA, reportedly was to suc-
ceed Vermut]. 

At an industry conference in Sep-
tember, Goldman Sachs Bank CEO 
Stephen Scherr indicated that his com-
pany’s lower cost of funding will allow 
its lending platform, which is called 
Marcus, to beat other online consumer 
lenders on price.

Goldman, Wells Fargo and SunTrust 
all keep their online loans on their own 
balance sheets. In a future economic 
downturn, that model should give banks 
a steadier income stream than market-
place lenders that sell their loans to in-
vestors and rely mostly on origination 
fees for revenue.

“You have the ability to control your 
own destiny much more so as a tradi-
tional lender,” Tarkan said in an inter-
view.

Atlanta-based SunTrust Banks has 
been making online consumer loans 
through its LightStream unit since 2013. 
�e company focuses on borrowers with 
higher credit scores than most market-
place lenders. 

Customers typically use the unse-
cured loans to �nance purchases, rather 
than consolidating existing debt. “We’ve 

Big Banks Fighting Back 
Against Online Lending Rivals

 ABS
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“I think what we have is a digital platform that will 
resonate well with the target customer base... and 
what we think the regulators are looking for.”
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had just sort of massive growth,” said 
Todd Nelson, business development 
o�cer for LightStream, though he de-
clined to provide speci�c numbers.

Wells Fargo launched its FastFlex 
business loan product in May. �e San 
Francisco-based bank is initially of-
fering the loans only to its existing 
small-business customers, but it has 
plans to widen the net next year.

Banks that are getting into the on-
line lending business have one addi-
tional edge over the startups – greater 
regulatory certainty. Firms like Lend-
ing Club and Prosper issue their loans 
through partner banks in a somewhat 
byzantine e�ort, which has attracted 
judicial scrutiny, to get around state-by-
state interest rate caps.

Banks like Goldman and Wells do 
not have the same headaches. Of course, 
the �ip side is that by choosing to build 
their own loan platforms, rather than 
partnering with an online lender, these 
banks got to the market late.

“For us, it made sense to build this,” 
said Scherr, who is also Goldman’s chief 
strategy o�cer. 

“It’s probably taken a little more 
time, but I think what we have is a digi-
tal platform that will resonate well with 
the target customer base and equally 
conform to what we want in terms of 
our own risk management and what we 
think the regulators are looking for.”

�e new entrants do face some of 
their own challenges. As big companies, 
they are likely to be less agile than their 
innovation-focused competitors. In ad-
dition, they have given �rms like Lend-
ing Club, which is now a decade old, a 
big head start.

For his part, Lending Club CEO 
Scott Sanborn downplays concerns 
about new competition from big �rms 
like Goldman Sachs. 

“We’ve been competing with 
deep-pocketed large players since we 
started,” Sanborn said at an industry 

conference in September, pointing to 
consumer lenders like Discover Finan-
cial Services and USAA, which have 
long o�ered personal loans.

“I feel very good about, in our 
case, the length of the track record, the 
amount of data we have, and a lot of the 
unique technical capabilities that we’ve 
built,” Sanborn said.

But Sanborn, who took the reins 
of Lending Club in the wake of a scan-
dal involving the �rm’s founder, is not 
blowing o� the competitive threat from 
well-established companies.

He pointed out that lending deci-
sions are highly dependent on access 
to relevant data. A range of companies 
that collect vast troves of data about 
their customers – including PayPal and 
Square – have started o�ering loans, he 
noted.

Square Capital extended $189 mil-
lion in small-business credit during the 
second quarter, up from $85 million one 
year earlier. PayPal Working Capital, 

which also targets business customers, 
took more than two years to hit the $1 
billion milestone and less than one year 
a�er that to reach $2 billion.

“�ey have data, they have access to 
customers, and they have an opportu-
nity to actually provide credit in a way 
that may be unique to them,” Sanborn 
said.

Of course, banks also have a lot of 
data on their customers, which is anoth-
er reason to think that depositories will 
pose a sti� challenge to the startups that 
have so far dominated online lending.

Anthony Hsieh, the CEO of loanDe-
pot, another mortgage lender that has 
started o�ering online personal loans, 
argues that the go-go era of marketplace 
lending, when startups were �ush with 
cash from venture capitalists, are now 
largely over.

“�e days of raising equity utilizing 
rich equity valuations to subsidize your 
operational �aws or de�ciencies, those 
days are over,” he said.  — Kevin Wack

Adobe Stock
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 The appetite for Fannie Mae and 
Freddie Mac credit risk transfer 
deals is growing on Wall Street.

“It is one of the most exciting inno-
vations in the mortgage market in my ca-
reer,” said Chris Hentemann, chief invest-
ment o�cer at 400 Capital Management, 
at an Urban Institute hous-
ing �nance symposium in 
October. “And it is con-
stantly evolving … to make 
it better.” 

In credit risk deals, in-
vestors like 400 Capital pay 
cash up front and purchase 
debt securities that are de-
signed to absorb the credit 
losses on GSE loan pools. 
Hentemann’s �rm has al-
ready acquired credit risk 
on $800 million of GSE 
mortgages.

Yet there are some who worry wheth-
er Fannie and Freddie are trading away 
pro�ts for little return. “�ere are a lot of 
people who question whether the G-fees 
the GSEs give up for third-party risk shar-
ing is a fair trade-o� for the GSEs and the 
homeowners they serve,” said Scott Olson, 
a former Democratic sta�er to the House 
Financial Services Committee and an ex-
ecutive director of the Community Home 
Lenders Association.

�e GSEs always provided a guaran-
tee on their mortgage-backed securities 
while the private mortgage insurers cov-
ered a portion of the default risk on the 
underlying loans. But observers are con-
cerned that third parties aren’t willing to 
take much of the risk.

Olson said it appears you need a 100% 
government guarantee to attract su�cient 
investors to MBS. �e regulators “have to 

make the terms of these deals attractive 
enough to attract private capital into the 
mortgage market,” said Olson, who is also 
the head of Olson Advocacy Group.

“But there seems to be a consensus 
that it is important to have private in-
vestors in these deals because it provides 

market discipline,” he add-
ed.

Hentemann said that 
the GSEs have e�ectively 
“re-engineered their orig-
ination processes in a very 
constructive way.”

“We think the origina-
tors are aligned with inves-
tors,” Hentemann said.

But he acknowledged 
that some investors remain 
wary, worrying what hap-
pens if the market again 

goes belly up. Without a backstop for the 
private mortgage insurance, it’s unclear 
what �rms would participate in the deals.

“In the high-LTV-CRT deals, the GSEs 
have decided to backstop the mortgage 
insurance component of that piece and 
that gives us comfort,” Hentemann said. 
“I could say de�nitively that we would not 
invest in credit risk transfer deals if the MI 
recession risk were to fall on us.”

Fannie and Freddie have competed 
$194 billion in high-loan-to-value credit 
risk transfer deals, as of December 2015, 
according to the latest FHFA data. �e 
loans can have LTV ratios as high as 97%, 
but most range from 80.1% to 97% LTV.

Overall, Fannie has issued $622 bil-
lion in credit risk transfer deals known as 
Connecticut Avenue Securities (CAS) and 
Freddie has issued $589 billion in Struc-
tured Agency Credit Risk deals since mid-
2013. Freddie recently revealed its STACR 

deals reduce its guarantee fee income by 
approximately 33%.

Meanwhile, the Federal Housing Fi-
nance Agency is considering risk sharing 
deals that could feature deeper mortgage 
insurance that covers up to 50% of the 
losses on a pool of loans. Standard MI 
covers 25% to 35% of loan losses.

John Vibert, managing director and 
co-head of structured products at Pru-
dential, told the Urban Institute sym-
posium that policymakers seem to have 
more con�dence in private mortgage in-
surers than investors.

During the housing crisis, the “MI 
industry failed en masse pretty spectac-
ularly. We think the MIs are the original 
basket of deplorables,” Vibert said. “�ey 
were great at collecting premiums but 
they weren’t that good at paying claims.”

�e trade group U.S. Mortgage In-
surers vigorously disagrees with such an 
accusation, arguing that deeper mortgage 
insurance should be part of a boarder set 
of credit risk transfers options.

Nearly 97% of all valid claims were 
paid during the crisis – only “roughly 
3% were structured to pay over time,” the 
mortgage insurer group’s president and 
executive director, Lindsey Johnson, said 
in a statement.

Since the crisis, the remaining mort-
gage insurance companies have recapital-
ized and must now meet FHFA �nancial 
standards to insure Fannie and Freddie 
single-family loans.

“Fortunately some of the riskier mort-
gage products and practices that led to 
the �nancial crisis are no longer available. 
New regulations have resulted in more 
stringent underwriting and improved 
loan data transparency and accuracy,” 
Johnson said. — Brian Collins

Wall Street Falling in Love with 
GSE Credit Risk Transfers

Scott Olson
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 Ginnie Mae and the Department 
of Veterans A�airs are taking 
steps to reduce serial re�nanc-

ings of VA home loans and slow the pre-
payment speeds on Ginnie Mae mort-
gage-backed securities.

But the real crackdown will not 
go into e�ect until Feb. 1. �at’s when 
Ginnie Mae-eligible loans that are re�-
nanced within a six-month period will 
be segregated and bunched together 
in special pools, which 
means lenders will be pe-
nalized in terms of pricing.

Wall Street MBS ex-
perts have been complain-
ing for some time that VA 
prepayment speeds are 
getting out of hand. �ey 
point to reducing valu-
ations of mortgage ser-
vicing rights, which are a 
key �nancial asset held by 
Ginnie Mae issuers.

“We are seeing bad 
practices,” Satish Mansukhani, an MBS 
strategist at Bank of America Merrill 
Lynch, said at a Nov. 2 Urban Institute 
housing symposium here. “We are see-
ing borrower churning” in the re�nanc-
ing of VA loans, he said.

Some VA lenders encourage veter-
ans to re�nance on a regular basis. And 
it is not uncommon for veterans to re�-
nance a�er two or three months.

“It has created somewhat of a frag-
ile situation,” Mansukhani said. “We are 
seeing growing concerns about pricing 
of Ginnie Mae servicing rights that has 
taken hit because of the performance of 
VA loans.”

Mortgage Bankers Association se-
nior vice president Pete Mills acknowl-

edged that some of these re�nancings 
are not in the interest of the veteran. �e 
MBA is backing Ginnie Mae’s e�orts to 
reduce serial re�nancings.

On Oct. 19, Ginnie Mae issued an 
All Participant Memorandum to “re-
duce outlier re�nance trends” on Gin-
nie Mae I single-issuer pools and Gin-
nie Mae II multiple-issuer pools. Loans 
where the borrower has not made six 
consecutive monthly payments on their 

FHA, VA or Rural Hous-
ing Service loan will be 
pooled in separate Ginnie 
Mae Custom II pools.

“By taking the eco-
nomic incentive out of 
serial re�nances, it should 
go a long way toward re-
solving the problem,” 
Mills said. “�is is a good 
move. We support it. I 
think it will have a bene�-
cial impact on the Ginnie 
Mae market and protect 

veterans from some questionable re�-
nancing activity.”

But these changes do not go into ef-
fect until Feb. 1, according to the Ginnie 
Mae memorandum.

While Ginnie Mae was able to 
act �rst, the VA is expected to start a 
rulemaking process to reduce serial re-
�nancings.

“VA may drop the hammer and 
place some prohibitions and restrictions 
on re�nancings,” Mills said. “�at is one 
of the things they are looking at.”

One reason serial re�nancing has 
become such a critical issue is that VA 
loans account for nearly 40% of Ginnie 
Mae MBS this year, versus 17% in 2009.

And unlike the Federal Housing Ad-

ministration, which insures 100% of the 
loan balance, the VA insures only 25% 
of the loan balance. �e remaining 75% 
is covered by the lender.

Urban Institute researcher Karan 
Kaul warns that the rising volume of VA 
loans originated by nonbank lenders is 
creating greater counterparty risk for 
Ginnie Mae.

To address this risk, the Urban In-
stitute says, the VA needs to enhance its 
capital requirements and regulation of 
nonbank institutions.

But VA o�cials are conducting an 
“examination into the performance of 
serially-re�nanced loans,” according to 
a VA spokesman, as well as disparities in 
the performance of bank and nonbank 
VA lenders.

“Any notable, negative outcomes 
of these analyses will be examined and 
managed through the VA Home Loan 
program’s risk management frame-
work,” the spokesman added.

Meanwhile, the “fragile state” of the 
Ginnie Mae MSR prices, according to 
Mansukhani, might cause Department 
of Housing and Urban Development of-
�cials to postpone a reduction in FHA 
mortgage insurance premiums this year.

HUD is slated to release the FHA 
annual actuarial report this month, and 
many expect it will a show a healthier 
FHA insurance fund that could support 
another mortgage insurance premium 
reduction.  

�e decline in the valuations of 
mortgage servicing rights is also mak-
ing it di�cult for nonbank mortgage 
companies to secure �nancing for their 
operations. �at’s a problem because 
Ginnie Mae is increasingly reliant on 
nonbank issuers. — Brian Collins

Agencies Prepare Crackdown on 
Serial VA Loan Refis

Satish Mansukhani
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 Investors eying $557 million of com-
mercial mortgage bonds o�ered by JP 
Morgan last month had to consider 

an unusual risk: the 103 o�ce and in-
dustrial buildings that ultimately served 
as collateral might, at some point in the 
future, be encumbered by additional 
debt.

�e loan on the portfolio gives the 
property owner, Workspace Property 
Trust, the right to incur Property As-
sessed Clean Energy (PACE) loans to 
pay for energy e�ciency upgrades.

Lenders o�en consent to borrowers 
taking on additional debt that is subor-

dinate to theirs, since they are assured of 
being repaid �rst. But PACE loans cre-
ate what is known as a super-senior lien. 
�e funds are lent by municipalities and 
repaid through multi-year assessments 
against a property; if the borrower fails 
to make timely payments, any past due 
amounts take �rst priority.

In the residential mortgage market, 
this lien priority is controversial. One 
housing �nance regulator, the Feder-
al Housing Administration, has said it 
will insure mortgages on homes with 
PACE liens; another, the Federal Hous-
ing Finance Agency, bars Fannie Mae 
and Freddie Mac from acquiring mort-
gages on a property with a PACE lien. 
�is doesn’t stop a homeowner with an 

existing mortgage from getting PACE �-
nancing, but it can make re�nancing or 
selling a home with a PACE lien more 
di�cult.

In the commercial mortgage mar-
ket, by comparison, borrowers o�en 
go to the trouble of getting a mortgage 
lender’s consent before obtaining PACE 
�nancing. In the case of Workplace 
Property Trust, the PACE �nancing was 
pre-approved, so to speak. �e original 
lender, a unit of JP Morgan, put lan-
guage in the loan document that allows 
for future liens, but the current lender 
must sign o� on any additional �nanc-

ing. Now that the loan has been secu-
ritized, this falls to the servicer of the 
securtiization, dubbed JPMCC 2016-
WPT.

Commercial PACE programs are 
available in 16 states. and to date, some 
106 lenders have consented to borrow-
ers incurring such liens, according to 
PACE Nation, an industry trade group.

However, consent language has only 
appeared in securitized commercial 
mortgages very recently, according to 
Robin Regan, a managing director at 
Kroll Bond Rating Agency, which rated 
JPMCC 2016-WPT.

“We started seeing them this past 
summer,” Regan said in a telephone in-
terview. “�ere was another single-bor-

rower deal, backed by the loan on the 
Shops at Crystals, and initially three or 
four conduits containing loans” where 
the borrower has the ability to incur a 
PACE loan.

KBRA is “Credit Neutral”
Generally, she said, borrowers must ob-
tain lender consent for the �nancing. In 
some cases, PACE �nancing is also sub-
ject to con�rmation that the additional 
debt will not negatively impact credit 
ratings. Some commercial mortgage 
loans also have caps on the permitted 
amount of the PACE loans, generally 
from $5 million to $7 million.

 KBRA is “generally credit neutral” 
on the PACE �nancing, Keith Kocken-
meister, another managing director at 
the rating agency, said in the same tele-
phone interview. He said this view is 
based on several factors including the 
fact that loan-to-value ratios for PACE 
liens are generally low.

 “It is an extra payment the owner 
has to make, so it impacts property cash 
�ow, and it’s in a superior lien position,” 
Kockenmeister said. “However, a lot of 
this concern is negated by the fact that 
[the lien] is at a lower leverage point.”

And “in theory [PACE funding] is 
there to enhance the e�ciency of oper-
ations. So from that respect, it’s a posi-
tive,” he said.

While some proponents hold that 
PACE improvements add to the value of 
properties, in addition to lowering util-
ity bills, Kockenmeister said that this is 
“tougher to quantify and depends on 
several factors.” 

KBRA has yet to rate a CMBS deal 
where a property was already encum-
bered by a PACE lien.

CMBS Investors Slowly
Embracing PACE Financing

“It is an extra payment the owner has to make, so 
it impacts property cash flow ... .  However, a lot of 
concern is mitigated by ... a lower leverage point.”
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Any PACE �nancing that Workspace 
Property Trust obtains on its portfolio 
will not be included as collateral in the 
securitization trust. 

Lender Consent is Key to 
Acceptance
Requiring lender consent was a prereq-
uisite to the Texas lending community 
being neutral on commercial PACE in 
Texas when it came up in the state leg-
islature, according to John Fleming, the 
general counsel for the Texas Mortgage 
Bankers Association.

Fleming said that the Lone Star State   
has had PACE statutes on the books for 
close to 10 years, but those statutes were 
defective and no one used them.

“�e �rst viable PACE statute was 
passed in 2013 and is limited to com-
mercial and industrial property, includ-
ing multifamily property,” Fleming said 
in an email.  However, the PACE pro-
grams are just now coming on line in 
the state. “Only a few deals have been 
done,” he said. “Not because of the con-
sent issue, but because of getting new 
programs at the county and city level 
take lots of time.”

Fleming said that lender consent 
“should be a prerequisite for any lien 
that could have priority over an exist-
ing mortgage lien.”  On the purely legal 
concept side, he said, a lien is an interest 
in property and any law that erodes that 
property right introduces instability 
into the system.

 “�e existing lender underwrote the 
mortgage loan relying on certain debt- 
to-value ratios; debt-to-income ratios; 
and anticipated cash-�ow projections.  
PACE loans alter those basic underwrit-
ing expectations. A PACE loan should 
not be made without the existing lender 
getting the opportunity to evaluate the 
relative risk of this additional debt.”  

Fleming said that lenders “should 
seriously consider granting consent 
where it can be demonstrated by inde-

pendent third party veri�cation that the 
PACE improvements add value to the 
collateral  and the operation savings o�-
set the  annual PACE assessment. �at 
is to say, the cash �ow o� the project is 
not impaired.”  

He thinks that the Department of 
Housing and Urban Development’s pre-
liminary statement on consent for mul-
tifamily projects is a good starting point 
for a discussion on uniform criteria for 
consent in the commercial context.

Commercial PACE Provider 
Plans Securitization
While PACE �nancing is not included in 
the collateral for commercial mortgage 
securitization, these energy e�ciency 
loans could eventually �nd their way to 
the securitization market on their own.

CleanFund, the largest provider of 
commercial PACE �nancing, plans to 
tap the securitization market early next 
year. It would be the �rst deal backed 
entirely by commercial PACE. 

“We believe that commercial is go-
ing to ultimately be more sustainable 
�nance mode for PACE, because of 

the ability to get buy in from commer-
cial lenders,” said Greg Saunders, the 
company’s chief executive. Also, “the 
commercial market is relatively under-
served. �ere are a lot of companies 
�ocking to the residential side, which 
is �ve times the size of the commercial 
market, in terms of dollar assets.”

CleanFund’s average transaction is 
$2 million and has a �xed-rate term of 
20 to 30 years. However, the �rm has 
made loans as small as $100,000 and as 
large as $10 million.

“We tend to underwrite our trans-
actions to no more than a PACE lien 
to value of 20%,” Saunders said. “When 
combined with a senior mortgage, we 
try to keep the CLTV [combined loan-
to-value ratio] at 100% or less.”

Saunders said that mortgage lend-
ers tend to become more amenable to 
PACE when they understand that only 
the amount of past due may step in front 
of a mortgage in default, and that the av-
erage annual PACE payment is 1%-2% 
of a property’s value. 

“�at’s a minimal amount of poten-
tial seniority,” he said.  — AB

MBS
REPORT

The Shops at Crystals, a Las Vegas shopping center, collateralizes several offerings of 

mortgage bonds. The lenders have consented to future PACE financing on the property. 

Bloomberg News
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JP Morgan 25,540.3 1 14.8 78 31,860.9 1 14.4 88
Citi 18,384.8 2 10.6 69 29,251.9 2 13.2 89
Barclays 15,878.9 3 9.2 69 16,127.4 6 7.3 58
Wells Fargo & Co 15,816.4 4 9.1 62 16,348.6 5 7.4 56
Bank of America Merrill Lynch 13,950.8 5 8.1 47 20,598.1 3 9.3 67
RBC Capital Markets 12,541.4 6 7.3 40 14,333.6 7 6.5 46
Credit Suisse 10,978.3 7 6.4 51 18,077.2 4 8.2 71
Deutsche Bank 10,696.2 8 6.2 55 12,712.8 8 5.7 50
Goldman Sachs & Co 5,474.4 9 3.2 28 7,304.8 10 3.3 32
Mitsubishi UFJ Financial Group 5,217.9 10 3.0 17 4,549.2 12 2.1 15
Societe Generale 5,196.5 11 3.0 17 4,429.6 13 2.0 16
Morgan Stanley 4,857.4 12 2.8 26 12,503.1 9 5.6 38
BNP Paribas SA 4,050.6 13 2.3 13 4,426.5 14 2.0 14
Mizuho Financial Group 3,644.9 14 2.1 14 3,621.6 17 1.6 13
Lloyds Bank 2,677.3 15 1.6 8 779.5 22 .4 4
HSBC Holdings PLC 2,511.1 16 1.5 9 1,626.6 19 .7 6
Guggenheim Securities LLC 2,221.0 17 1.3 10 5,311.9 11 2.4 7
Credit Agricole CIB 1,974.3 18 1.1 9 3,702.8 16 1.7 16
BMO Capital Markets 1,407.5 19 .8 5 1,047.7 20 .5 4
Jefferies LLC 1,316.1 20 .8 7 3,951.4 15 1.8 20
          
Industry Total 173,003.8 -   326 221,786.9 -   424

ABS MANAGERS
Public - 144A    
 1/1/2016 -  Mkt.  Number of 1/1/2015 -  Mkt.  Number of
Manager 9/30/2016 Rank Share Issues 9/30/2015 Rank Share Issues

Dollars in millions

JPMorgan Chase & Co 10,672.5 1 6.2 12 9,280.9 2 4.2 12
Ford Motor Co 7,991.6 2 4.6 9 9,831.5 1 4.4 12
General Motors Co 7,674.9 3 4.4 7 5,875.8 4 2.7 6
Nissan Motor Co Ltd 7,539.7 4 4.4 6 4,353.2 9 2.0 4
Hyundai Motor Co Ltd 5,003.4 5 2.9 6 5,122.4 6 2.3 5
Capital One Financial Corp 4,999.5 6 2.9 5 4,149.6 10 1.9 4
Ally Financial Inc 4,822.3 7 2.8 6 7,755.6 3 3.5 13
Navient Corp 4,369.3 8 2.5 6 4,127.7 12 1.9 5
Honda Motor Co Ltd 3,999.8 9 2.3 3 3,089.9 16 1.4 3
Wells Fargo & Co 3,564.7 10 2.1 3 2,208.6 21 1.0 3
Banco Santander SA 3,486.1 11 2.0 5 5,434.2 5 2.5 6
Fiat Chrysler Automobiles NV 3,408.6 12 2.0 4 3,281.7 14 1.5 4
Daimler AG 3,195.8 13 1.9 4 4,520.1 8 2.0 3
Sears DC Corp 3,049.6 14 1.8 4 1,749.8 29 .8 2
SoFi Lending Corp 2,845.8 15 1.6 7 1,330.1 43 .6 4
World Omni Dealer Funding Inc 2,768.8 16 1.6 3 1,393.7 42 .6 2
Toyota Motor Corp 2,561.8 17 1.5 3 2,902.6 17 1.3 3
Springleaf Holdings Inc 2,444.4 18 1.4 2 1,476.8 39 .7 2
GE 2,320.8 19 1.3 6 2,686.5 18 1.2 5
PepsiCo Inc 2,300.0 20 1.3 1 - - - -
        
Industry Total 173,003.8 -   326 221,786.9 -   424

ABS ISSUERS
Public - 144A Market     
 
 1/1/2016 -  Mkt.  Number of 1/1/2015 -  Mkt.  Number of
Issuer 9/30/2016 Rank Share Issues 9/30/2015 Rank Share Issues

Dollars in millions

2016 LEAGUE TABLES

Source: Thomson Reuters
Results are as of September 30, 2016.
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Ford Motor Co 7,991.6 1 5.0 9 9,831.5 1 4.8 12
General Motors Co 7,674.9 2 4.8 7 5,875.8 3 2.9 6
Nissan Motor Co Ltd 7,539.7 3 4.7 6 4,353.2 8 2.1 4
Hyundai Motor Co Ltd 5,003.4 4 3.1 6 5,122.4 4 2.5 5
Capital One Financial Corp 4,999.5 5 3.1 5 4,149.6 9 2.0 4
Ally Financial Inc 4,822.3 6 3.0 6 7,755.6 2 3.8 13
Navient Corp 4,369.3 7 2.7 6 4,127.7 11 2.0 5
Honda Motor Co Ltd 3,999.8 8 2.5 3 3,089.9 13 1.5 3
Wells Fargo & Co 3,564.7 9 2.2 3 2,208.6 19 1.1 3
Banco Santander SA 3,486.1 10 2.2 5 5,059.2 5 2.5 5
Fiat Chrysler Automobiles NV 3,408.6 11 2.1 4 3,281.7 12 1.6 4
Daimler AG 3,195.8 12 2.0 4 4,520.1 7 2.2 3
Sears DC Corp 3,049.6 13 1.9 4 1,749.8 26 .9 2
SoFi Lending Corp 2,845.8 14 1.8 7 1,330.1 40 .7 4
World Omni Dealer Funding Inc 2,768.8 15 1.7 3 1,393.7 39 .7 2
Toyota Motor Corp 2,561.8 16 1.6 3 2,902.6 14 1.4 3
Springleaf Holdings Inc 2,444.4 17 1.5 2 1,476.8 36 .7 2
JPMorgan Chase & Co 2,373.1 18 1.5 5 2,456.6 17 1.2 4
GE 2,320.8 19 1.5 6 2,686.5 15 1.3 5
PepsiCo Inc 2,300.0 20 1.4 1 - - - -
        
Industry Total 159,996.4 - -  314 203,711.2 - -  399

ABS ISSUERS
Public - 144A Market (Self-Funded Excluded)
 1/1/2016 -  Mkt.  Number of 1/1/2015 -  Mkt.  Number of
Issuer 9/30/2016 Rank Share Issues 9/30/2015 Rank Share Issues

Dollars in millions

Citi 18,384.8 1 11.5 69 25,892.6 1 12.7 83
JP Morgan 18,341.0 2 11.5 72 24,949.1 2 12.3 79
Wells Fargo & Co 15,816.4 3 9.9 62 16,348.6 5 8.0 56
Barclays 15,379.0 4 9.6 68 15,127.6 6 7.4 56
Bank of America Merrill Lynch 13,200.8 5 8.3 46 18,173.3 3 8.9 64
Credit Suisse 10,978.3 6 6.9 51 18,077.2 4 8.9 71
Deutsche Bank 10,696.2 7 6.7 55 12,712.8 7 6.2 50
RBC Capital Markets 10,416.6 8 6.5 37 11,608.7 9 5.7 42
Goldman Sachs & Co 5,474.4 9 3.4 28 7,304.8 10 3.6 32
Mitsubishi UFJ Financial Group 5,217.9 10 3.3 17 4,549.2 12 2.2 15
Societe Generale 5,196.5 11 3.3 17 4,429.6 13 2.2 16
Morgan Stanley 4,857.4 12 3.0 26 12,503.1 8 6.1 38
BNP Paribas SA 4,050.6 13 2.5 13 3,720.0 15 1.8 13
Mizuho Financial Group 3,644.9 14 2.3 14 3,621.6 17 1.8 13
HSBC Holdings PLC 2,511.1 15 1.6 9 1,626.6 19 .8 6
Lloyds Bank 2,427.3 16 1.5 7 404.5 25 .2 3
Guggenheim Securities LLC 2,221.0 17 1.4 10 5,311.9 11 2.6 7
Credit Agricole CIB 1,974.3 18 1.2 9 3,702.8 16 1.8 16
Jefferies LLC 1,316.1 19 .8 7 3,951.4 14 1.9 20
Sumitomo Mitsui Finl Grp Inc 1,053.7 20 .7 6 375.0 27 .2 1
        
Industry Total 159,996.4 - -  314 203,711.2 - -  399

ABS MANAGERS
Public - 144A (Self-Funded Excluded)
 1/1/2016 -  Mkt.  Number of 1/1/2015 -  Mkt.  Number of
Manager 9/30/2016 Rank Share Issues 9/30/2015 Rank Share Issues

Dollars in millions

2016 LEAGUE TABLES

Source: Thomson Reuters
Results are as of September 30, 2016.
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Citi 13,716.1 1 13.1 53 20,638.1 1 16.1 59
JP Morgan 11,512.5 2 11.0 44 14,893.9 2 11.7 47
Wells Fargo & Co 10,288.1 3 9.8 43 11,597.4 3 9.1 40
Deutsche Bank 8,755.3 4 8.4 47 10,203.6 6 8.0 38
Credit Suisse 8,707.8 5 8.3 44 11,578.6 4 9.1 48
Barclays 7,753.0 6 7.4 40 6,667.6 9 5.2 26
Bank of America Merrill Lynch 7,532.3 7 7.2 28 9,930.0 7 7.8 36
RBC Capital Markets 7,281.3 8 7.0 22 7,029.5 8 5.5 22
Goldman Sachs & Co 4,672.7 9 4.5 24 4,642.1 10 3.6 23
Morgan Stanley 4,557.4 10 4.4 25 10,637.6 5 8.3 31
Guggenheim Securities LLC 2,221.0 11 2.1 10 378.2 23 .3 4
BNP Paribas SA 2,177.7 12 2.1 6 3,097.2 12 2.4 9
Societe Generale 1,587.9 13 1.5 5 886.5 18 .7 3
Lloyds Bank 1,496.9 14 1.4 5 525.0 21 .4 3
Mitsubishi UFJ Financial Group 1,425.2 15 1.4 6 1,871.9 13 1.5 6
Jefferies LLC 1,316.1 16 1.3 7 3,693.6 11 2.9 18
BMO Capital Markets 1,025.5 17 1.0 4 1,047.7 16 .8 4
Mizuho Financial Group 984.9 18 .9 5 1,355.8 14 1.1 6
HSBC Holdings PLC 962.7 19 .9 4 607.1 20 .5 3
Greensledge Capital Markets 810.0 20 .8 2 504.4 22 .4 1
        
Industry Total 104,753.5 - -  249 127,875.7 - -  291

ABS MANAGERS
144A Only    
 1/1/2016 -  Mkt.  Number of 1/1/2015 -  Mkt.  Number of
Manager 9/30/2016 Rank Share Issues 9/30/2015 Rank Share Issues

Dollars in millions

Navient Corp 4,369.3 1 4.2 6 1,375.6 19 1.1 2
Ford Motor Co 3,100.9 2 3.0 3 5,653.4 1 4.4 6
SoFi Lending Corp 2,845.8 3 2.7 7 1,330.1 20 1.0 4
Hyundai Motor Co Ltd 2,844.2 4 2.7 4 2,881.3 5 2.3 3
Springleaf Holdings Inc 2,444.4 5 2.3 2 1,476.8 17 1.2 2
JPMorgan Chase & Co 2,373.1 6 2.3 5 2,456.6 6 1.9 4
PepsiCo Inc 2,300.0 7 2.2 1 - - - -
DriveTime Automotive Group Inc 2,265.7 8 2.2 5 4,137.3 3 3.2 6
General Motors Co 2,260.4 9 2.2 2 1,722.3 10 1.4 2
Hertz Global Holdings Inc 2,185.3 10 2.1 5 889.0 49 .7 3
Golden Credit Card Trust 2,124.8 11 2.0 3 1,874.9 8 1.5 3
Citigroup Inc 1,964.0 12 1.9 6 3,148.6 4 2.5 4
Blackstone Group LP 1,923.0 13 1.8 5 4,475.2 2 3.5 7
Enterprise Holdings Inc 1,799.1 14 1.7 2 1,800.2 9 1.4 2
Toyota Motor Corp 1,780.9 15 1.7 2 1,082.8 29 .9 1
Chesapeake Funding LLC 1,699.9 16 1.6 2 850.0 52 .7 1
Toronto-Dominion Bank 1,500.0 17 1.4 2 - - - -
Honda Motor Co Ltd 1,499.9 18 1.4 1 - - - -
Bank of Montreal,Ontario,CA 1,476.2 19 1.4 2 275.8 137 .2 1
Banco Santander SA 1,339.5 20 1.3 3 817.4 57 .6 2
        
Industry Total 104,753.5 - -  249 127,875.7 -  - 291

ABS ISSUERS
144A Only      
 1/1/2016 -  Mkt.  Number of 1/1/2015 -  Mkt.  Number of
Issuer 9/30/2016 Rank Share Issues 9/30/2015 Rank Share Issues

Dollars in millions

2016 LEAGUE TABLES

Source: Thomson Reuters
Results are as of September 30, 2016.
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Freddie Mac 92,666.8 1 32.8 130 73,757.6 1 26.1 137
Fannie Mae 64,608.8 2 22.9 94 52,213.6 3 18.5 90
Government National Mortgage 63,473.6 3 22.5 153 69,432.9 2 24.6 165
Wells Fargo & Co 7,651.8 4 2.7 13 10,226.1 4 3.6 14
Citigroup Inc 6,293.1 5 2.2 9 5,015.6 10 1.8 9
Morgan Stanley 5,115.6 6 1.8 11 6,354.2 7 2.3 10
Chimera Investment Corp 5,001.4 7 1.8 3 307.8 42 .1 1
Caliber Funding LLC 4,838.8 8 1.7 12 5,730.2 8 2.0 15
Cantor Fitzgerald LP 3,352.7 9 1.2 8 4,288.4 11 1.5 4
JPMorgan Chase & Co 3,163.8 10 1.1 8 8,821.0 5 3.1 15
Goldman Sachs Group Inc 3,049.8 11 1.1 5 6,730.4 6 2.4 8
US Trust Bank NA 2,661.4 12 .9 5 - - - -
Deutsche Bank AG 1,915.8 13 .7 5 1,233.9 19 .4 2
Walker & Dunlop Inc 1,512.4 14 .5 2 3,131.5 12 1.1 4
Rushmore Loan Mgt Svcs LLC 1,287.2 15 .5 6 682.5 30 .2 3
Bayview Loan Servicing Llc 1,232.8 16 .4 5 1,104.0 22 .4 6
Bank of America Corp 1,223.2 17 .4 3 1,140.6 21 .4 4
Agate Bay Resources Ltd 940.4 18 .3 3 1,816.2 13 .6 4
Cantor Comm Real Estate Co LP 930.3 19 .3 1 5,166.2 9 1.8 6
JPMorgan Chase Bank NA 785.2 20 .3 1 - - - -
        
Industry Total 282,203.0 - -  511 282,254.2 - -  575

RESIDENTIAL ABS ISSUERS
Agency & Non-Agency
 1/1/2016 -  Mkt.  Number of 1/1/2015 -  Mkt.  Number of
Issuer 9/30/2016 Rank Share Issues 9/30/2015 Rank Share Issues

Dollars in millions

Wells Fargo & Co 45,448.3 1 16.1 74 27,507.3 3 9.8 83
Credit Suisse 43,021.9 2 15.3 81 42,048.2 1 14.9 115
Bank of America Merrill Lynch 34,916.0 3 12.4 77 25,758.8 4 9.1 79
JP Morgan 34,159.1 4 12.1 69 29,179.8 2 10.3 73
Citi 30,693.1 5 10.9 57 18,711.2 7 6.6 59
Morgan Stanley 20,577.3 6 7.3 47 22,795.7 5 8.1 53
Goldman Sachs & Co 18,954.9 7 6.7 37 18,019.1 8 6.4 44
Nomura 18,177.7 8 6.4 47 7,566.1 12 2.7 39
Barclays 7,839.3 9 2.8 27 21,867.8 6 7.8 63
Deutsche Bank 4,815.2 10 1.7 17 17,779.4 9 6.3 49
Mizuho Financial Group 3,540.2 11 1.3 15 1,731.9 18 .6 8
BNP Paribas SA 3,237.3 12 1.2 16 2,630.4 16 .9 11
Jefferies LLC 2,827.4 13 1.0 10 2,605.3 17 .9 15
Cantor Fitzgerald LP 1,910.5 14 .7 7 3,466.4 15 1.2 8
UBS 1,534.3 15 .5 7 1,384.5 20 .5 4
Amherst Securities 1,479.9 16 .5 6 367.8 25 .1 2
Societe Generale 1,404.1 17 .5 6 334.2 26 .1 1
Bank of China Ltd 457.6 18 .2 1 - - - -
Pierpont Securities Holdings 251.7 19 .1 1 - - - -
Mitsubishi UFJ Financial Group 250.0 20 .1 1 - - - -
        
Industry Total 282,203.0 - -  511 282,254.2 -  - 575

RESIDENTIAL MBS MANAGERS
Agency & Non-Agency
 1/1/2016 -  Mkt.  Number of 1/1/2015 -  Mkt.  Number of
Manager 9/30/2016 Rank Share Issues 9/30/2015 Rank Share Issues

Dollars in millions

2016 LEAGUE TABLES

Source: Thomson Reuters
Results are as of September 30, 2016.
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Credit Suisse 13,225.8 1 21.5 36 19,098.3 1 18.5 62
Wells Fargo & Co 8,205.7 2 13.4 23 18,447.7 2 17.9 56
Bank of America Merrill Lynch 5,093.7 3 8.3 25 10,075.8 3 9.8 39
Citi 4,551.8 4 7.4 16 6,325.9 9 6.1 26
Deutsche Bank 4,477.4 5 7.3 16 8,620.4 6 8.4 20
JP Morgan 3,912.2 6 6.4 14 9,705.3 4 9.4 29
Morgan Stanley 3,728.1 7 6.1 14 9,241.6 5 9.0 22
Goldman Sachs & Co 3,602.6 8 5.9 8 6,346.7 8 6.2 15
Barclays 2,597.0 9 4.2 13 6,863.7 7 6.7 22
Cantor Fitzgerald LP 1,910.5 10 3.1 7 3,466.4 10 3.4 8
UBS 1,534.3 11 2.5 7 1,239.5 11 1.2 3
Societe Generale 1,404.1 12 2.3 6 334.2 15 .3 1
Mizuho Financial Group 500.0 13 .8 1 - - - -
Bank of China Ltd 457.6 14 .7 1 - - - -
Nomura 311.9 15 .5 4 235.4 17 .2 3
Mitsubishi UFJ Financial Group 250.0 16 .4 1 - - - -
Jefferies LLC 218.3 17 .4 1 1,029.0 12 1.0 3
Natixis Securities NA 198.3 18 .3 1 213.4 18 .2 1
Lloyds Bank 75.0 19 .1 1 - - - -
Drexel Hamilton LLC - - - - 760.8 13 .7 4
        
Industry Total 61,453.8 - - 134 103,104.5 - - 200

RESIDENTIAL MBS MANAGERS
Non-Agency  
 1/1/2016 -  Mkt.  Number of 1/1/2015 -  Mkt.  Number of
Manager 9/30/2016 Rank Share Issues 9/30/2015 Rank Share Issues

Dollars in millions

Wells Fargo & Co 7,651.8 1 12.5 13 10,226.1 2 9.9 14
Citigroup Inc 6,293.1 2 10.2 9 5,015.6 8 4.9 9
Morgan Stanley 5,115.6 3 8.3 11 6,354.2 5 6.2 10
Chimera Investment Corp 5,001.4 4 8.1 3 307.8 41 .3 1
Caliber Funding LLC 4,838.8 5 7.9 12 5,730.2 6 5.6 15
Cantor Fitzgerald LP 3,352.7 6 5.5 8 4,288.4 9 4.2 4
JPMorgan Chase & Co 3,163.8 7 5.2 8 8,821.0 3 8.6 15
Goldman Sachs Group Inc 3,049.8 8 5.0 5 6,730.4 4 6.5 8
US Trust Bank NA 2,661.4 9 4.3 5 - - - -
Deutsche Bank AG 1,915.8 10 3.1 5 1,233.9 18 1.2 2
Walker & Dunlop Inc 1,512.4 11 2.5 2 3,131.5 10 3.0 4
Rushmore Loan Mgt Svcs LLC 1,287.2 12 2.1 6 682.5 29 .7 3
Bayview Loan Servicing Llc 1,232.8 13 2.0 5 1,104.0 21 1.1 6
Bank of America Corp 1,223.2 14 2.0 3 1,140.6 20 1.1 4
Agate Bay Resources Ltd 940.4 15 1.5 3 1,816.2 12 1.8 4
Cantor Comm Real Estate Co LP 930.3 16 1.5 1 5,166.2 7 5.0 6
JPMorgan Chase Bank NA 785.2 17 1.3 1 - - - -
Synchrony Financial 750.0 18 1.2 2 - - - -
Fortress Investment Group LLC 727.9 19 1.2 3 603.9 31 .6 2
German American Capital Corp 717.7 20 1.2 2 - - - -
        
Industry Total 61,453.8 - - 134 103,104.5 - - 200

RESIDENTIAL MBS ISSUERS
Non-Agency   
 1/1/2016 -  Mkt.  Number of 1/1/2015 -  Mkt.  Number of
Issuer 9/30/2016 Rank Share Issues 9/30/2015 Rank Share Issues

Dollars in millions

2016 LEAGUE TABLES

Source: Thomson Reuters
Results are as of September 30, 2016.
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Wells Fargo & Co 12,794.7 1 14.7 28 15,276.1 1 18.9 35
JP Morgan 11,180.9 2 12.8 31 5,958.2 7 7.4 19
Credit Suisse 7,991.2 3 9.2 17 9,738.2 2 12.0 23
Bank of America Merrill Lynch 7,977.3 4 9.1 18 6,180.8 6 7.6 17
Citi 7,603.3 5 8.7 21 5,478.0 9 6.8 23
Morgan Stanley 7,438.4 6 8.5 22 9,312.8 3 11.5 21
Goldman Sachs & Co 7,011.1 7 8.0 15 5,769.3 8 7.1 14
Barclays 4,765.5 8 5.5 16 7,106.5 5 8.8 20
Deutsche Bank 4,149.4 9 4.8 13 8,545.4 4 10.6 19
Jefferies LLC 2,609.2 10 3.0 9 989.0 12 1.2 2
Cantor Fitzgerald LP 1,910.5 11 2.2 7 3,466.4 10 4.3 8
Nomura 1,876.1 12 2.2 7 71.4 18* .1 1
UBS 1,534.3 13 1.8 7 1,239.5 11 1.5 3
Societe Generale 1,404.1 14 1.6 6 334.2 14 .4 1
Amherst Securities 820.4 15 .9 4 - - - -
Mizuho Financial Group 500.0 16 .6 1 - - - -
Bank of China Ltd 457.6 17 .5 1 - - - -
Pierpont Securities Holdings 251.7 18 .3 1 - - - -
Mitsubishi UFJ Financial Group 250.0 19 .3 1 - - - -
Natixis Securities NA 198.3 20 .2 1 213.4 16 .3 1
        
Industry Total 87,364.2 - -  171 80,908.7 -  - 122

COMMERCIAL MBS MANAGERS
Public - 144A
 1/1/2016 -  Mkt.  Number of 1/1/2015 -  Mkt.  Number of
Manager 9/30/2016 Rank Share Issues 9/30/2015 Rank Share Issues

Dollars in millions

Wells Fargo & Co 37,242.6 1 16.9 51 9,059.6 11 5.1 27
JP Morgan 30,246.9 2 13.7 55 19,474.6 2 10.9 44
Bank of America Merrill Lynch 29,822.3 3 13.5 52 15,683.0 3 8.8 40
Credit Suisse 29,796.1 4 13.5 45 22,949.8 1 12.8 53
Citi 26,141.3 5 11.8 41 12,385.3 7 6.9 33
Nomura 17,865.9 6 8.1 43 7,330.7 12 4.1 36
Morgan Stanley 16,849.2 7 7.6 33 13,554.1 5 7.6 31
Goldman Sachs & Co 15,352.3 8 7.0 29 11,672.4 8 6.5 29
Barclays 5,242.3 9 2.4 14 15,004.1 4 8.4 41
BNP Paribas SA 3,237.3 10 1.5 16 2,630.4 15 1.5 11
Mizuho Financial Group 3,040.2 11 1.4 14 1,731.9 16 1.0 8
Jefferies LLC 2,609.2 12 1.2 9 1,576.3 17 .9 12
Amherst Securities 1,479.9 13 .7 6 367.8 21 .2 2
Deutsche Bank 337.9 14 .2 1 9,159.1 10 5.1 29
Pierpont Securities Holdings 251.7 15 .1 1 - - - -
RBC Capital Markets 97.0 16 .0 1 269.8 22 .2 1
Mischler Financial Group Inc - - - - 12,418.2 6 6.9 51
Bonwick Capital Partners LLC - - - - 10,434.4 9 5.8 58
Duncan-Williams Inc - - - - 6,263.1 13 3.5 28
Great Pacific Securities - - - - 3,511.0 14 2.0 12
        
Industry Total 220,749.2 - -  377 179,149.7 - -  375

RESIDENTIAL MBS MANAGERS
Agency Only
 1/1/2016 -  Mkt.  Number of 1/1/2015 -  Mkt.  Number of
Manager 9/30/2016 Rank Share Issues 9/30/2015 Rank Share Issues

Dollars in millions

2016 LEAGUE TABLES

Source: Thomson Reuters
Results are as of September 30, 2016.
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