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Federal Home Loan Bank of 
Des Moines

MPF® Traditional Risk Sharing Review
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This material is based on the current information in the 
MPF® Product, Selling, Servicing Guides and the MPF 
Xtra® Manual (MPF® Guides) as of the date of training. It 
should not be used in place of the MPF® Guides. The MPF®

Guides are the governing documents and control in the 
event of discrepancies between the information in this 
webinar and the MPF® Guides. The official version of the 
MPF® Guides are available through AllRegs®. All mortgage 
loans sold to MPF must meet “ability-to-repay (ATR)” and 
safe harbor general qualified mortgage (QM) regulatory 
requirements for applications taken on or after January 10, 
2014

OUR DISCLAIMER
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MASTER COMMITMENT (MC)

• Written contract for FHLB Des Moines to 
purchase your loans 

– Defines the program type

– Defines the terms of the program

– Minimum master commitment $5 million 

– No more than $250 million in master commitments 
in a 12 month period
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RISK SHARING TERMS

Credit 
Enhancement

Credit 
Enhancement 

Fee Income

Credit 
Enhancement 

Risk

Loan Level Risk Pool Level Risk

First Loss 
Account (FLA)
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RISK SHARING TERMS

CREDIT ENHANCEMENT (CE) FEE

• Fee paid to you for sharing in the credit risk

– MPF 125: 7 basis points

– MPF Original: 9 basis points

• CE fee income is annualized and paid monthly

– Based on beginning of the month outstanding loan 
balance x CE fee, divided by 12

– New loans booked would be pro-rated for the number of 
days

– Paid on the 18th of month following reporting cutoff (or 
the business day prior to if the 18th is a non business 
day)
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RISK SHARING TERMS

CREDIT ENHANCEMENT: LOAN LEVEL

• Loans are credit enhanced to determine the PFI shared risk at the loan level

• Loan data elements are run through a model at the eMPF website using the 
Loan presentment process 

– Credit enhancement results are given in both a percentage and dollar amount 

– Zero credit enhancement would indicate high quality loan

• Credit enhancement determines the amount of support the loan needs to meet 
the target credit enhancement rating

• Credit enhancement can be done at anytime in the loan process – may be done 
multiple times – must be done prior to funding
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RISK SHARING TERMS

CREDIT ENHANCEMENT: MC LEVEL

• Maximum amount of risk the PFI is responsible for is determined at the Master 
Commitment (MC) level

• PFI controls the credit enhancement obligation by monitoring the loan level 
credit enhancement delivered into the master commitment

• Loan level credit enhancements are accumulated at the master commitment 
level and used to determine the PFI’s actual credit enhancement obligation



99

RISK SHARING TERMS

FIRST LOSS ACCOUNT (FLA)

• A layer of risk that is unique to the MPF Traditional program

– This layer is after the loss of homeowner’s equity and private mortgage 
insurance funds have been applied

Homeowner 
Equity

PMI First Loss 
Account
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WHAT CLOSES A MASTER COMMITMENT?

An MC may be closed when one of 
the following occurs:

Deliveries equal the amount of the master 
commitment 

Reach the commitment expiration date

Accumulated loan level credit enhancement 
amounts equal the maximum credit 
enhancement amount as established in the 
master commitment
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TRADITIONAL PROGRAM RISK LAYERING

Federal Home Loan Bank
First Loss Account

Member Credit
Enhancement

Federal Home Loan Bank

Private Mortgage Insurance

Homeowner’s Equity
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PRODUCT RISK STRUCTURES

MPF TRADITIONAL 125
• First Loss Account (FLA) – up front 100 bps of 

funded amount

• PFI assumes less risk due to larger FLA

• Credit enhancement fee is performance-based

MPF TRADITIONAL ORIGINAL 
• First Loss Account (FLA) - grows over time at a 

rate 4 bps annualized

• PFI assumes more risk due to smaller FLA

• Credit enhancement fee is not performance-
based

*MPF does not share in government loan losses. MPF does not pay a CE Fee for government loans. 
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MPF Traditional 
125 Product
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MPF 125

• MC defines the terms

– Program type

– Time frame for delivery

– Dollar amount

– Investor reporting option

– Loan type (closed)

– Amount of the First Loss (100 bps)

– Credit enhancement fee paid to PFI for 
sharing in risk

– Maximum credit enhancement obligation to 
the PFI

• Signed by individual authorized by 
delegation of authority

• The master commitment is best efforts –
not mandatory

MASTER COMMITMENT (MC)
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MPF 125 - SAMPLE

Snapshot in time

39 loans

MC less than 1 year old

First loan funded May 2017
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(Minimum credit enhancement requirement of 25 basis points)

MPF 125 – SAMPLE

Funded CE % CE $ Funded CE % CE $ Funded CE % CE $

$114,000.00 0.792 $903.16 $196,700.00 3.109 $6,115.65 $120,800.00 8.008 $9,673.97

$326,800.00 0.498 $1,627.69 $120,000.00 0.919 $1,102.98 $225,500.00 0.214 $483.14

$93,000.00 0.000 $0.00 $89,000.00 3.726 $3,315.71 $83,000.00 0.000 $0.00

$57,200.00 1.401 $801.60 $82,000.00 0.276 $226.61 $68,000.00 1.062 $722.28

$55,000.00 0.000 $0.00 $100,400.00 5.716 $5,739.03 $372,000.00 1.210 $4,502.77

$88,000.00 0.307 $269.88 $190,000.00 5.031 $9,558.51 $90,250.00 2.830 $2,553.69

$205,000.00 0.598 $1,224.88 $81,000.00 1.895 $1,535.22 $107,550.00 3.782 $4,067.62

$258,000.00 1.229 $3,170.27 $103,550.00 6.006 $6,218.99 $117,000.00 0.837 $979.83

$135,000.00 5.587 $7,541.98 $394,250.00 1.874 $7,388.20 $189,000.00 0.601 $1,136.13

$240,000.00 1.294 $3,106.30 $70,000.00 0.190 $132.81 $232,000.00 3.287 $7,626.95

$99,750.00 6.018 $6,003.18 $275,405.00 3.193 $8,792.53 $174,600.00 0.727 $1,270.14

$229,900.00 1.065 $2,447.56 $87,000.00 0.267 $232.05 $6,076,135.00 2.11 $125,251.42

$192,280.00 5.065 $9,738.34 $135,200.00 3.307 $4,470.54 Less First Loss Account: ($60,761.35)

$128,000.00 0.446 $571.23 $150,000.00 0.000 $0.00 Member Credit Enhancement: $64,490.07
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MPF 125 - SAMPLE

FLA $60,761.35

PFI Layer $64,490.07

Balance of Loss Home Loan Bank

Credit enhancement fee is performance based – i.e., losses paid from the FLA will be recaptured by MPF from future credit 
enhancement fee payments

Home Loan Bank
First Loss Account

Member Credit
Enhancement

Home Loan Bank

Mortgage Insurance

Homeowner’s Equity

RISK LAYERING
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Credit risk reset at 10 years and every 5 years thereafter

MPF 125 – SAMPLE
ACTIVE MASTER COMMITMENT SUMMARY
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MPF Traditional 
Original Product
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MPF ORIGINAL

• MC defines the terms

– Program type

– Time frame for delivery

– Dollar amount

– Investor reporting option

– Loan type (closed)

– Amount of the First Loss (4 bps)

– Credit enhancement fee paid to PFI for 
sharing in risk

– Maximum credit enhancement obligation to 
the PFI

• Signed by individual authorized by 
delegation of authority

• Best efforts – not mandatory

MASTER COMMITMENT (MC)



2121

MPF ORIGINAL - SAMPLE

Snapshot in time

39 loans

MC less than 1 year old

First loan funded May 2017
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(Minimum credit enhancement requirement of 20 basis points)

MPF ORIGINAL – SAMPLE

Funded CE % CE $ Funded CE % CE $ Funded CE % CE $

$114,000.00 0.792 $903.16 $196,700.00 3.109 $6,115.65 $120,800.00 8.008 $9,673.97

$326,800.00 0.498 $1,627.69 $120,000.00 0.919 $1,102.98 $225,500.00 0.214 $483.14

$93,000.00 0.000 $0.00 $89,000.00 3.726 $3,315.71 $83,000.00 0.000 $0.00

$57,200.00 1.401 $801.60 $82,000.00 0.276 $226.61 $68,000.00 1.062 $722.28

$55,000.00 0.000 $0.00 $100,400.00 5.716 $5,739.03 $372,000.00 1.210 $4,502.77

$88,000.00 0.307 $269.88 $190,000.00 5.031 $9,558.51 $90,250.00 2.830 $2,553.69

$205,000.00 0.598 $1,224.88 $81,000.00 1.895 $1,535.22 $107,550.00 3.782 $4,067.62

$258,000.00 1.229 $3,170.27 $103,550.00 6.006 $6,218.99 $117,000.00 0.837 $979.83

$135,000.00 5.587 $7,541.98 $394,250.00 1.874 $7,388.20 $189,000.00 0.601 $1,136.13

$240,000.00 1.294 $3,106.30 $70,000.00 0.190 $132.81 $232,000.00 3.287 $7,626.95

$99,750.00 6.018 $6,003.18 $275,405.00 3.193 $8,792.53 $174,600.00 0.727 $1,270.14

$229,900.00 1.065 $2,447.56 $87,000.00 0.267 $232.05 $6,076,135.00 2.11 $125,251.42

$192,280.00 5.065 $9,738.34 $135,200.00 3.307 $4,470.54

$128,000.00 0.446 $571.23 $150,000.00 0.000 $0.00 Member Credit Enhancement: $125,251.42
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MPF ORIGINAL – SAMPLE

• First loss account detail available in the Pool Detail Report
– Pool Detail Report available at eMPF website

• Sample report below indicates payments of December
– Investor reports for loan activity/balances for the activity month of November

FIRST LOSS ACCOUNT
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MPF ORIGINAL - SAMPLE

FLA $1,336.75

PFI Layer $125,251.42

Balance of Loss Home Loan Bank

FLA amount from the pool detail report 
Credit enhancement fee guaranteed

Home Loan Bank
First Loss Account

Member Credit
Enhancement

Home Loan Bank

Mortgage Insurance

Homeowner’s Equity

RISK LAYERING
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Credit risk reset at 10 years and every 5 years thereafter

MPF ORIGINAL – SAMPLE
ACTIVE MASTER COMMITMENT SUMMARY



2626

PFI REQUIREMENTS - TRADITIONAL

• PFI’s must meet regulatory responsibilities such as HMDA

• Report borrower’s 1098 Interest – must report interest collected 
from the borrower 

• FHLB Des Moines activity stock purchase requirement

– 4.00 based on outstanding balances

• PFI’s credit enhancement is collateralized at FHLB Des Moines

• MPF Loans must be reported on the Call Report
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WILARY WINN LLC
Provides independent, fee-
based, objective estimates of 
fair value for financial 
institutions. Our services 
include valuations related to 
mergers and acquisitions, 
illiquid financial instruments, 
including servicing rights, and 
asset liability management.

CALL REPORT RESOURCE

WEBSITE
http://www.wilwinn.com/mpf-
baseliii-ww-v3.pdf
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MPF MC DETAIL REPORT

This report contains 
information used for 

call reporting
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Federal Home Loan Bank of Des MoinesFederal Home Loan Bank of Des Moines

STAY IN TOUCH WITH US
CONTACT INFORMATION

QUESTIONS?

To receive the morning rate sheet:
MortgageProducts@fhlbdm.com

(800) 544-3452 x 1108

Email / Website
MPF-Help@fhlbc.com

www.fhlbmpf.com

MPF Customer Service
(877) 463-6673

Address
Federal Home Loan Bank of 

Des Moines

801 Walnut Street, Suite 200

Des Moines, IA 50309


