
Credit Risk Sharing: How it Works
Borrower equity and, for loans with an original loan-to-value 
ratio greater than 80%, private mortgage insurance are 
the initial layers to absorb losses. The MPF Original credit 
risk sharing structure has an additional three layers of 
loss protection.

First Loss Account
The first additional layer of loss protection is called 
the First Loss Account, or FLA, and is absorbed by 
your FHLBank. The monthly accrual rate of the FLA 
is 4 basis points (0.04%). The FLA starts at zero and 
builds over time calculated and accrued monthly, 
on the outstanding principal balance of the loans 
in a Master Commitment.

 Credit Enhancement Obligation
Any losses in excess of the accrued amount available 
in the FLA are allocated to the second layer of loss 
protection, the CE obligation, which is provided 
by you, the PFI. The CE obligation amount is equal 
to the combined total loan level CE calculation for 
a Master Commitment.

 FHLBank
Any loan losses that exceed the first and second loss 
layers under the MPF Original product are absorbed 
by your FHLBank.

MPF Original allows you, a Participating Financial 
Institution (PFI), to share the credit risk associated with 
home mortgage finance with your Federal Home Loan 
Bank. MPF Original offers you the ability to originate, sell, 
and service fixed-rate, residential mortgage loans and 
receive a credit enhancement (CE ) fee for sharing the 
credit risk. Your FHLBank manages the liquidity, interest 
rate, and prepayment risks of the loans while you manage 
the credit risk of the loans. The credit risk sharing feature 
of MPF Original allocates future loan losses, if any, after 
borrower equity and private mortgage insurance are 
depleted between the FHLBank and you, the PFI.

Features:

• CE Fees: Up to 10 basis points (.10%) annualized  
on the outstanding Master Commitment balances,
paid monthly

• Remittance options: Actual/Actual, Actual/Actual
Single Remittance, Scheduled/Scheduled

• Servicing Fee: 25 basis points (0.25%) paid monthly

Benefits:

• Competitive execution

• Credit enhancement fee paid monthly

• Economic reward for quality loans

• Same-day delivery and funding

• Servicing-released options available

• No loan level price adjustments

MPF® Original

“Mortgage Partnership Finance” and “MPF” are registered trademarks of 
the Federal Home Loan Bank of Chicago. The “MPF Mortgage Partnership 
Finance” logo is a trademark of the Federal Home Loan Bank of Chicago.

MPFXtra®Product

Through the MPF Xtra® product, shareholders are able to 
leverage their membership in their Federal Home Loan Bank and 
access its low-cost options to sell fixed-rate, conforming loans 
into the secondary market by becoming Participating Financial 
Institutions (PFIs). PFIs that take advantage of the MPF Xtra 
product have the flexibility to:

• Offer fixed-rate residential mortgage loans to their 
borrowers and deliver those loans into the secondary 
market.

• Retain or sell the servicing rights and servicing fee 
income; under either option, PFIs can preserve the ability 
to cultivate and maintain relationships with customers.

• Transfer the interest-rate and prepayment risks as well 
 as the credit risk of the associated loans to an investor.

Since the PFI does not retain credit risk in loans sold under the 
MPF Xtra product, there are no collateral or risk-based capital
requirements.

Who Should Use MPF Xtra?

The MPF Xtra product is for any FHLBank Atlanta shareholder 
that is actively engaged in mortgage lending and selling 
mortgages into the secondary market, subject to credit score and 
other requirements. PFIs gain access to secondary market 
liquidity, minimize their interest-rate and prepayment risks, and 
transfer the credit risk of the loans to the investor. The originating 
PFI can retain or sell the servicing rights and in either case retain 
the associated valuable borrower relationships.

Access to Desktop Underwriter®

PFIs can obtain access to Fannie Mae’s Desktop Underwriter 
(DU®). The use of DU may result in limited waivers of certain PFI 
loan origination representations and warrants as to borrowers’ 
credit worthiness. As a PFI selling the MPF Xtra product, you will 
not incur the cost of the typical DU implementation fee. You only 
pay a reduced transaction fee, a significant savings and market
advantage.

Benefits

• Access to the secondary market at cooperative pricing levels

• Access to secondary market without managing multiple 
investor relationships, eligibility overlays, and documentation
requirements 

• Retain valuable servicing fee income and borrower 
relationships

• Ability to transfer credit, interest-rate, market, and 
prepayment risks

• Electronic processing and next-day funding

• Maintain control of processing, funding, and closing for 
each loan

• Option to keep or release servicing rights

• Post-funding note certification  

Features and Terms

• Term: Up to 30 years, fixed rate, fully amortizing

• Maximum Loan-to-Value: 95%

• FICO Score: Varies depending on loan characteristics; 
minimum 620

• Loan limits: Agency conforming, conventional only

• Occupancy: Owner-occupied (1-4 units) and second 
homes

• Property type: All types except co-ops and non-owner 
occupied

• Underwriting: Follow the MPF Origination Guide, MPF 
Underwriting Guide, and MPF Xtra Manual

• Commitment delivery: 3, 10, 20, 30, and 45 business days

• Pricing: Premium and discount pricing available

• Remittance: Actual/Actual, according to the MPF Xtra 
Manual

• Servicing: 25 bps, follow the MPF Servicing Guide and the 
MPF Xtra Manual

• Master Commitment size: $5 million minimum, best efforts

• Delivery Commitments: Mandatory and best efforts

For more information, please call your relationship manager or the 
Funding Desk at 1.800.536.9650, extension 8011.

1475 Peachtree Street, N.E.
Atlanta, GA 30309
800.536.9650
www.fhlbatl.com
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8500 Freeport Pkwy South
Suite 100
Irving, Texas
844.345.2265
fhlb.com
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