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History of Ginnie Mae’s HECM/HMBS Program

Feb 
1988

Aug 
2007

The Housing and 
Community 
Development Act 
of 1987 established 
a Federal mortgage 
insurance program 
to insure home 
equity conversion 
mortgages, to be 
administered by 
HUD.  FHA starts 
pilot program and 
insures its first 
mortgage in 1989.

Nov 
2007

The first Ginnie 
HMBS pool is 
issued by 
Goldman Sachs 
Mortgage 
Company, with 
an OPB of  $116 
million and an 
original 
participation 
count of 995.  
This pool was, 
however, 
terminated in 
March 2008.

Ginnie Mae releases 
APM 07-12  to 
introduce the Home 
Equity Conversion 
Mortgage (HECM), 
Mortgaged-Backed 
Securities (HMBS) 
program, effective 
September 1 2007, as a 
new class of Ginnie 
securities backed by 
HECM loan 
participations under 
the umbrella of the 
Ginnie Mae II Custom 
Program. 

Lehman 
Brothers 
Holdings Inc  
(#4024) issued 
the second 
HMBS pool, 
which was 
later 
terminated.  
Issuances  
have 
continued 
every month 
since this 
issue.

Apr 
2008

*HECM industry 
grows in the 1990s 
and early 2000s, as  
FHA becomes a 
steady insurer, 
Fannie Mae a 
regular investor, and 
the AARP a major 
developer and 
overseer of the 
product.  In 2000 
Financial Freedom 
becomes the largest 
originator through a 
merger with Unity 
Mortgage.

*National Center for Home Equity Conversion. A Capsule History of Reverse 
Mortgages in the United States 1961-2001. http://www.reverse.org/History.HTM#86 
*HUD HECM Mortgagee Letter
http://www.hud.gov/offices/hsg/sfh/hecm/hecmml.cfm

Sep 
2009

HUD releases 
Mortgagee 
letter 09-34 to 
introduce a new 
table of PLF 
(Principal Limit 
Factors), 
effectively 
reducing 
borrowers’ 
principal limit 
by 10%. 
Effective 
October 1, 
2009. 

Mar 
2010

Ginnie Mae 
suspends 
approval of 
HMBS issuers 
in order to 
perform a 
comprehensive 
review of the 
risks 
associated with  
the HMBS 
program.

Oct 
2010

HUD 
announces  
the HECM 
Saver, a new 
reverse 
mortgage 
product that 
eliminates the 
insurance 
premium (MIP).

HUD lowers 
the interest 
rate floor from 
5.5% to 5%.

Jun 
2011

Bank of 
America,  
Financial 
Freedom, and  
Wells Fargo 
announced 
they are 
leaving the 
HECM 
program. 

GNMA releases 
APM 11-10 to 
change the 
servicing fee 
margin to 36 – 
150bps for all 
participations 
issued on and 
after July 2011.
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Issuances
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FY 2011-To-Date Issuances
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Annual Issuances by Issuer
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August Issuances

Presenter
Presentation Notes
Ginnie Mae MBS programs are the primary multiplier for government insured/guaranteed loans. 

Before Ginnie Mae created the MBS, lenders were able to originate $10 million per year, now lenders are able to do $10 million or more per month by recycling capital, thanks to Ginnie Mae.





7

HMBS August Issuance Activity: Originations and Draws
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HECM/HMBS issuances decreased in August 2011 with $800 million in OPB compared to 
$969 million in June. Participations also decreased from 64,763 in July, to 41,901 in August.  
These are both off the high of 103,920 participations reached in June 2011.

History of Issuances – Program View

Original Participations of New Pools IssuedOPB

 

(Millions)

Presenter
Presentation Notes
Ginnie Mae offers a variety of products to the market to meet investor needs.

The predominant products are single class pass-through securities which provide investors with monthly payments of principal and interest and any loan payoffs.

Ginnie Mae I MBS

Single-issuer pools.

Coupon rates on underlying mortgages are the same.

Pass-through rate equal to the mortgage interest rate less a servicing and guaranty fee of 50 basis points.

Minimum pool size of $1 million.

Payments are remitted by the 15th of each month.

Multifamily loans are securitized through the Ginnie Mae I MBS program.

Ginnie Mae II MBS

Both single-issuer pools and multiple issuer pools.

Coupon rates on the underlying mortgages vary but are limited to a range of 50 basis points.

Both single-issuer pools and multiple issuer pools.

Coupon rates on the underlying mortgages vary but are limited to a range of 50 basis points.

Payments are made by the 20th of each month.

Adjustable Rate Mortgages (ARMs) are securitized under the Ginnie Mae II MBS program.

Multiclass securities offer investors additional enhanced payment characteristics.

Offer a broad variety of cash flow alternatives, such as discrete maturities, different interest rates, interest only components, principal only components, and other bond structures.

Add liquidity and provide operational efficiencies geared towards institutional investors.













9

History of Issuances – Issuer View

Notes:
1.Pool has been terminated.
2.Reverse Mortgage Solutions (#4015) transferred 3 of its pools to World Alliance Financial Corp (#4028) in March 2009
3.Financial Freedom Senior Funding Corp (#4020) transferred all of 20 pools to Financial Freedom Senior Funding Corp (#4053) in April 2009. 
4.Bank of America (#4036) acquired World Alliance Financial Corp (#4028)’s portfolio
5.Financial Freedom (#4053) transferred all 82 pools to OneWest Bank, FSB (#4148) in July 2011.

Presenter
Presentation Notes
Ginnie Mae offers a variety of products to the market to meet investor needs.

The predominant products are single class pass-through securities which provide investors with monthly payments of principal and interest and any loan payoffs.

Ginnie Mae I MBS

Single-issuer pools.

Coupon rates on underlying mortgages are the same.

Pass-through rate equal to the mortgage interest rate less a servicing and guaranty fee of 50 basis points.

Minimum pool size of $1 million.

Payments are remitted by the 15th of each month.

Multifamily loans are securitized through the Ginnie Mae I MBS program.

Ginnie Mae II MBS

Both single-issuer pools and multiple issuer pools.

Coupon rates on the underlying mortgages vary but are limited to a range of 50 basis points.

Both single-issuer pools and multiple issuer pools.

Coupon rates on the underlying mortgages vary but are limited to a range of 50 basis points.

Payments are made by the 20th of each month.

Adjustable Rate Mortgages (ARMs) are securitized under the Ginnie Mae II MBS program.

Multiclass securities offer investors additional enhanced payment characteristics.

Offer a broad variety of cash flow alternatives, such as discrete maturities, different interest rates, interest only components, principal only components, and other bond structures.

Add liquidity and provide operational efficiencies geared towards institutional investors.
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Portfolio
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Active HECM Portfolio by Issuer
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The HECM/HMBS portfolio has grown steadily since the program began, and surged since 
June of last year. In August, the portfolio UPB increased almost 3% to $27.8 billion. Total 
participations increased 1.6% to 912,682.

HECM/HMBS Portfolio Growth 

Number of ParticipationsTotal UPB (Millions)
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Issuers Securitizing 1st, 2nd and Additional Participations

Note: Additional participation data is based on participation monthly data file.
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Participation Payoffs

The annualized participation payoff rate saw a jump in May and December 2010, and 
otherwise has been steady in recent months, between 2% and 4%. In August 2011, the 
annualized participation payoff rate increased to 3.9%.

Note: Payoff rates are calculated as the number of participations that paid off in a month, divided by the total number of participations in the same 
month. The rates are annualized by adding unity to the monthly payoff rate, raising the sum to the power of 12, then subtracting unity.
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HECM UPB as a Percentage of Maximum Claim Amount
Nineteen percent of the HECM loans had UPBs greater than 75% of the Maximum Claim 
Amount, while 18% were below 50%. 

Note: Bottom cutoffs of the stratum  are inclusive.  For example, 75% - 85%  means  >= 75% and < 85%
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HECM State Distribution
HECM loans were concentrated in California and Florida, with significant amounts in Texas 
and New York.

Less than 
or equal 
to 1.00%

Greater 
than 
5.00%

3.01% - 
5.00%

1.01% - 
3.00%
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Number of HECM Loans - Top 10 States 
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Borrowers Age Profile and Payment Option of HECM Loans

The average HECM borrower was 74 years old. Two-thirds of HECM borrowers were between 66 
and 80 years old, while 2% of the borrowers were over 90, and several were over 100.

Percentage of All LoansNumber of Loans
Nine-out-of-ten HECM 
loans are line of credits.
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HMBS Pools by Pool Type

Of the five types of HECM pools, four have been issued to date:
•RF – Fixed Rate
•RA – One Year Adjustable Rate, CMT 
•ML - Monthly Adjustable Rate, LIBOR
•RM – Monthly Adjustable Rate, CMT
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Special Analysis
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Issuers Leaving the HECM Program
Bank of America (#4036), Financial Freedom (#4053), and Wells Fargo (#4041) respectively announced in 
February, March, and June 2011 their exit from the HECM program. (Wells Fargo announced they would accept 
applications until June 30th). Collectively, they would issue between 40% and 60% of total issuances. However, as 
expected, there has been a steady decline in percent of total issuances since March 2011 as these issuers stop 
accepting new applications while continuing to service their remaining portfolios.  

OPB (Millions) % of Total Issuances
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APM 11-10: Change in the Servicing Fee Margin
Effective for HMBS participations with an issue date on or after July 1, 2011, issuers must select a 
servicing fee margin of at least 36 bps and no more than150 bps, which includes the guaranty fee 
of 6 bps. Previously, issuers could select a servicing fee margin of at least 6 bps and no more than 
75bps.  In July and August, issuers are compliant with the new requirement.
OPB (Millions) 

Prior to APM 11‐10: Svc Fee  

 
Margin  should be 6‐

 

75 bps
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GNMA REMIC Issuance Backed by HMBS as of September 2011

Presenter
Presentation Notes
Ginnie Mae offers a variety of products to the market to meet investor needs.

The predominant products are single class pass-through securities which provide investors with monthly payments of principal and interest and any loan payoffs.

Ginnie Mae I MBS

Single-issuer pools.

Coupon rates on underlying mortgages are the same.

Pass-through rate equal to the mortgage interest rate less a servicing and guaranty fee of 50 basis points.

Minimum pool size of $1 million.

Payments are remitted by the 15th of each month.

Multifamily loans are securitized through the Ginnie Mae I MBS program.

Ginnie Mae II MBS

Both single-issuer pools and multiple issuer pools.

Coupon rates on the underlying mortgages vary but are limited to a range of 50 basis points.

Both single-issuer pools and multiple issuer pools.

Coupon rates on the underlying mortgages vary but are limited to a range of 50 basis points.

Payments are made by the 20th of each month.

Adjustable Rate Mortgages (ARMs) are securitized under the Ginnie Mae II MBS program.

Multiclass securities offer investors additional enhanced payment characteristics.

Offer a broad variety of cash flow alternatives, such as discrete maturities, different interest rates, interest only components, principal only components, and other bond structures.

Add liquidity and provide operational efficiencies geared towards institutional investors.
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