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Level 1: the Benchmark 10 yr treasury yield
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Level 2: Wall Street 
Bid (Credit) Spread

• There are many factors that determine the 
investor spread for Ginnie Mae securities 
backed by HUD project loans. Among them are:
• The spreads for residential pass-throughs
• The spreads for AAA CMBS
• FNMA DUS spreads
• The availability of GNPL securities vs. 

demand from the secondary market
• Competition among the various Wall Street 

houses for ginnies
• Inflation assumptions
• Prepayment assumptions
• Current investor spreads for permanent 
loans are about 100 bps over the 10-year 
treasury yield. 

(1/20/24)
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Level 3: Servicing Spread (0.25% minimum)
Fixed: GNMA servicing 

GNMA charges 0.13% per annum to 
insure the securities against default. 
This insurance protects the investor 
from losing the 1% assignment fee 
charged by HUD, and 30 days worth of 
lost interest. GNMA remits the 
principal and interest payments to the 
investor, even if the borrower fails to 
pay the servicing lender. 

The 0.13% is not negotiable.

Fixed: Lender servicing

GNMA requires the lender to charge a 
minimum of 0.12% per annum to 
perform the tasks associated with 
servicing the loan. HUD allows the 
lender to charge up to 0.37% to 
perform these duties, so borrowers 
can shop lenders for the lowest 
“servicing spread.” 

0.12% of servicing spread is worth up 
to about 1% of the value of the 
mortgage, depending on market 
conditions. 

+

For 99% of HUD multifamily loans, the maximum total servicing spread including GNMA and Lender spread, is 0.50%. SPP pools 
are the exception.
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Level 4: Lender rate 
premium

• Due to the financial wizardry of CMBS 
securitization, loans are not typically sold as 
“par” securities. Investors need excess yield 
to generate the profit they need for 
securitization. 

• Most loans have 0.25%-0.50% added to the 
rate. This “yield premium” results in excess 
yield for the investor, and profit for the 
lender. 

• Green and “broadly affordable” deals are 
limited to total fees (including origination 
fees) of 5% if they are applying for the lowest 
MIP.
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Permanent 
Loan Rate 
Summary ex: 
223(f)

• Benchmark Yield* (10 yr) 4.15%
• Investor Spread* 1.00%
• Servicing/GNMA** 0.25%
• Lender Profit Spread 0.25%

This spread is negotiable and should be decided when 
you sign your engagement letter. 

• Total Borrower Rate 5.65%

Indicative rate as of 4:10 pm, 1/20/24

*These rates fluctuate regularly and cannot be locked in advance.

**This rate can be as little as .25% and as much as .50%
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Construction 
Loan Rate 
Summary 
ex: 221(d)(4)

• Benchmark Yield* (10 yr) 4.15%
• Investor Spread* 1.50%
• Servicing/GNMA** 0.25%
• Lender Profit Spread 0.25%

This spread is negotiable and should be decided when 
you sign your engagement letter. 

• Total Borrower Rate 6.15%

Indicative rate as of 4:10 pm, 1/20/24

*These rates fluctuate regularly and cannot be locked in advance.

**This rate can be as little as .25% and as much as .50%
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MIP, Not Included in Mortgage Rate, Charged 
To Borrowers Annually

HUD charges a Mortgage 
Insurance Premium (MIP) to 
protect the government from 
claims against its mortgage 
insurance fund. This pool of 
money does not actually stay 
at HUD, though. It is remitted 
to the US Treasury.

01
HUD charges market rate 
multifamily and healthcare 
permanent loans (nursing 
homes, assisted living, and 
hospitals) the following: 
0.60% (MF) or 0.65% (HC) per 
annum for the life of the loan. 

02
HUD, to incentivize low-
income housing and “green” 
housing, charges a reduced 
MIP of 0.25% for loans that 
qualify. Most loans today fit 
into this category because of 
green energy improvements.

03
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In Conclusion
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If lenders aren’t charging you loan fees because “fees kill deals,” 
they’re certainly selling your loan’s securities for a profit.

Lenders have no incentive or obligation to tell you about this profit. 
HUD is unable to measure bond prices and interest rates.

At KimmyMae, we’ll help you negotiate with your lender to contract 
the lowest possible interest rate with transparency. This is achieved 
through mentorship and the use of our proprietary platform.
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We’re working on 
creating a Best 
Execution process 
for HUD, DUS, and 
SBA loans. 

Thank you for 
visiting!

kim@kimmymae.com
860.309.9216
www.kimmymae.com

mailto:kim@kimmymae.com
http://www.kimmymae.com/

