
NMSA Liquidity Response
The announcement of foreclosure moratoriums in response to COVID-19 

has led to a growing concern of servicers being able to advance funds due 
to liquidity constraints. To address these concerns, and to introduce ways 

to mitigate the unintended consequences of moratoriums, the National 
Mortgage Servicing Association announced a proposal today to ensure that 
the up to $100 billion in liquidity necessary to provide payment relief for up 

to 12 million Ginnie Mae homeowners is secured.
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Up to $100 billion in liquidity necessary to provide payment relief for up to 12 million Ginnie Mae  
homeowners during the COVID-19 pandemic

Immediate steps now could protect the housing market and solvency for FHA, VA, and USDA guaranty funds 

Federal Reserve 13(3) financing to provide liquidity for mortgage servicers

No direct government expense

Ginnie Mae programs, which include residential mortgage loans guaranteed by FHA, VA, and USDA, play a crucial role in the housing 
market by serving low-to-moderate income, communities of color, first-time homebuyer, and rural and veteran mortgage borrowers 
who typically do not qualify for conforming or bank loans and may be especially vulnerable during periods of economic stress 
including the present COVID-19 pandemic.  

Ginnie Mae borrowers make up a large portion of the marketplace, accounting for over $2.0 trillion of single family mortgages as of 
December 31, 2019—almost 20% of the total mortgage market.  

These borrowers could be assisted by a standard forbearance program, allowing them to defer interest and principal payments for up 
to six months, which is broadly consistent with proposed actions to address the COVID-19 pandemic on the part of Fannie Mae and 
Freddie Mac. Failing to support Ginnie Mae borrowers risks contributing to a downturn in the housing market and would put at risk 
the guaranty funds at FHA, VA, and USDA to the extent that higher delinquency and foreclosure-related losses emerge over time.

While this forbearance program would stabilize a crucial segment of the market, liquidity is not available to mortgage servicers to 
support this program. Based on industry numbers compiled by Mr. Cooper, a six month payment forbearance for all Ginnie Mae 
customers would require mortgage servicers to advance approximately $100 billion, comprised of approximately $70 billion in 
principal and interest payments to Ginnie Mae bondholders and $30 billion to cover property taxes and homeowner’s insurance.

This liquidity could be provided by the Federal Reserve through its 13(3) program and would be repaid after the six-month 
forbearance program ends. There would be no direct cost to the Federal Government. The losses associated with borrowers who 
are not able to resume payments would be absorbed by the respective guaranty funds. Without the 13(3) program or other federally 
backed financing mortgage servicers would not be able to advance funds to Ginnie Mae bondholders, which would risk further 
disruption to the US mortgage and housing market.

A summary of our two recommendations:

1) Emergency forbearance program for Ginnie Mae borrowers

 •  All customers who were less than 90 days delinquent as of March 1, 2020 will be eligible to receive a 90 day 
(extendable to 180 day) payment forbearance.  

 o No documentation required, but would need to contact their servicer to receive the forbearance

 o First loss mitigation option available to any customer 90 days delinquent or less as of March 1, 2020 

 o  At the end of the forbearance, the missed payments will be classified as borrower recoverable servicing advances 
and reflected as such on the borrower’s monthly statements

 o  A partial claim would be filed by the servicer at the conclusion of the forbearance period with the Government 
Department insuring the loan and reimbursed funds would be used to repay the 13(3) financing addressed in the 
next section. The amount filed would include interest at the advance rate, not at the debenture rate.

 o  At the end of the forbearance period, the customer would resume regularly scheduled mortgage payments 
without a modification or buyout from the Ginnie Mae pool.
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2) Federal Reserve Section 13(3) financing

 •  Advance funds would be administered by the bank named in the existing Ginnie Mae Acknowledgement 
Agreement

 •  As both P&I and T&I advances are incurred by the servicer, 13(3) funds would be distributed by the bank to the 
servicer

 •  As these funds are recoverable from previously performing borrowers and/or the underlying Government Agency 
insuring the loan shortly following the conclusion of the forbearance plan, this financing meets the provisions 
of Dodd Frank amendment to Section 13(3) requiring “any emergency lending program or facility” to be “for 
the purpose of providing liquidity to the financial system, and not to aid a failing financial company, and that 
the security for emergency loans is sufficient to protect taxpayers from losses and that any such program is 
terminated in a timely and orderly fashion.”

Implementing the two steps above would provide assistance to millions of homeowners and stability the housing market. There is 
a simple administrative solution that would significantly enhance private liquidity to the Ginnie Mae marketplace, both during the 
crisis and for the long-term. This solution consists of amending the Ginnie Mae acknowledgement agreement to permit separate 
financing of advances, which is the standard practice at Fannie Mae, Freddie Mac, and private mortgage investors. The following 
additional recommendation would further bolster liquidity and provide long term stability to the housing market.

Bifurcation and perfection of a lien on Ginnie Mae servicing advances

 •  Fannie Mae, Freddie Mac, and private label mortgage investors allow servicers to separately finance i) the 
mortgage servicing right and ii) the advances associated with loans which occur when the servicer remits funds to 
investors before receiving those funds from borrowers. This practice enables private capital to provide financing 
for both advances and mortgage servicing rights and has facilitated liquidity in the GSE mortgage market for over 
two decades. However, Ginnie Mae does not allow for the separate financing of advances. Failure to conform 
Ginnie Mae’s practice to the rest of the marketplace risks has created liquidity challenges for non-depository 
servicers, which has destabilized this segment of the marketplace and will contribute to the risk of a more severe 
or protracted housing market downturn.

 •  Ginnie Mae has the existing authority to allow for bifurcated financing of advances by modifying the existing 
Acknowledgment Agreements it has in place with servicers and their financing partners. We are prepared to 
provide suggested modification language which we believe would be acceptable to servicers and their financing 
partners.

 •  Amending these agreements would not require expenditure of government resources or create financial exposure 
for the government.

In closing, by addressing the needs of borrowers during this national health crisis, and facilitating the flow of liquidity to the sector, 
we believe these steps will ensure the continued functioning of the mortgage market and allow servicers to focus on keeping more 
people in their homes. We stand ready to serve as a resource to the Administration and Congress as all proposed solutions are 
considered.


