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5 yr. NA 1.400% 2.050% 2.450% 2.65%-3.25% 3.50-4.20%

10 yr. NA 2.340% 2.900% 3.250% 3.625-4.00% 4.25-5.10%

20 yr. NA 3.300% 3.600% 3.950% 4.25-4.65% 5.00-5.85%

30 yr. 3.750% 3.500% 3.800% 4.100% 4.75-5.00% 5.25-5.75%
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Market Commentary

Americans are an optimistic bunch. We treasure our weekends and holidays, the changing seasons, trophy wins and the 
opportunity to re-elect or oust our leadership every two and four years. We do everything we can to give our children a 
better life and make our community a better place. Janet Yellen is just one among us who takes a look at the world, 
focuses on the good and tries to segregate the bad. In New York on Tuesday, the Chair of the Federal Reserve once again 
forecasted better days ahead. Along with her colleagues at the central bank, she recently lowered the Fed’s forecast for 
U.S. economic growth and cut projections for rate increases due to global economic concerns. She outlined her own top 
worries: China’s economy and the domino effect of a downturn in oil prices. But she pointed to a robust labor market 
along with some upticks in consumer spending, housing and inflation. Stock and bond markets heard nothing to signal an 
imminent change in policy and rewarded themselves with a rally.

The financial markets brush off the day’s tragic events and cling to remarks by central bankers for support and 
direction. But oil continues to be a wild card and, along with all the unprecedented bank interventions, has upset some 
of the traditional correlations among the various asset classes. The uncertainty makes for volatile trading and drives 
investors in and out of safe havens. Stocks suffered their first losses in five weeks: the Dow Jones Industrial Average lost 
86 points, and the S&P 500 Index was down 13. The 30-year Treasury ended flat on the week at 2.67%, while 10- and 30-
year municipal bond prices strengthened by 1 and 3 basis points, respectively, to close at 1.82% and 2.76%. Trading 
sessions were shortened by the Good Friday holiday, but investors were busy. $902 million was added to municipal bond 
funds, while U.S. and global equity funds saw inflows of $2 billion, and taxable fixed income funds netted $5.8 billion.  
Municipal issuance totaled $6.6 billion, and among new high yield issues, the Iowa Finance Authority brought $23.1 million 
of non-rated student housing refunding bonds for the Drake University West Village project; the final maturity in 2039 was 
priced with a coupon of 4.50% to yield 4.75%. The Authority also issued unsecured subordinate 6.25% Notes with the 
same maturity. The Residential Care Facilities for the Elderly Authority of Coweta County, Georgia sold $16.3 million of 
non-rated 7.05% bonds maturing in 2046 for Wesley Woods of Newnan. The Industrial Development Authority of Pima 
County, Arizona was in the market with a $13.8 million Baa3 rated revenue refunding bond issue for Arizona Charter 
Schools with a final maturity in 2031 priced at 5.00% to yield 3.875%. And the Anson Education Facility Corporation of 
Texas came to market with an $8.4 million BB+ rated revenue bond issue for Arlington Classics Academy that sold at par to 
yield 5.00% in 2045.

This week, markets await a slurry of economic releases including pending home sales, the S&P/Case-Shiller price index, the 
Institute for Supply Management’s report of factory activity, auto sales, consumer sentiment and March employment. The 
municipal calendar is expected to total $7 billion, and, among other deals, we expect to see a $65.4 million non-rated issue 
of the Kentucky Economic Development Authority for Baptist Life Communities. Prince George’s County in Maryland plans 
a $28 million non-rated special obligation bond issue for the Suitland-Naylor Road project. And the Phoenix Industrial 
Development Authority in Arizona is in the market with a $6 million BB rated issue for Freedom Academy. The 30 day 
visible supply of municipal bonds totals $9.6 billion. 

What You Should Know About…The FHA Section 221 (d) (4) Program

Multifamily apartment construction has been on the rise over the past several years, fueled in part by the lifestyle 
preferences of Millennials, Generation Xers and Empty Nesters.  Rents in a number of national markets are steadily 
increasing, and demand for new rental units is being driven by an improving job market, enabling many young people to 
leave their parents’ basements, no doubt to the delight of many a Mom and Dad!  

HUD has played a major part in providing multifamily mortgage capital, especially for new construction, through its Section 
221 (d) (4) program.  In many ways, HUD-insured loans for construction provide better terms than bank financing, as they 
are non-recourse and feature 40-year fully amortizing terms, eliminating refinancing risk.  Moreover, as discussed in the 
March 1 edition of Capital Market Update, HUD recently implemented changes to the program that increase leverage and 
reduce closing costs.  We thought you should know a few things about one of the best capital sources available:  the 
Section 221 (d) (4) program.

Cont. on Page 3
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FHA Section 221 (d) (4) Program
Cont. from Page 2

Many believe that because HUD is guaranteeing the loan, a project has to be oriented to low and/or moderate 
income residents, or feature a specific set-aside of units for such purposes.  That is not the case - market-rate 
proposals with no income requirement or set-aside are eligible.  

The program is based on replacement cost, not appraised value.  Loans for market-rate properties are sized on 
the basis of cost (85%) or debt service coverage (1.176).  In this regard, the Section 221 (d) (4) program is similar 
to many tax-exempt bond financing structures, where borrowing capacity is largely determined by debt service 
coverage.

Although developer fees can’t be financed through the insured loan, HUD allows additional leveraging through a 
concept known by the acronym BSPRA.  If they qualify for BSPRA, borrowers can increase the loan by roughly 
10% of the project costs.  What does BSPRA stand for, and how does it work?  Contact us for the details! 

Although HUD requires that contractors pay not less than prevailing wages (“Davis-Bacon”), the rates for 
multifamily construction tend to be at the lower end of the scale.  And, walk-up projects have even lower wage 
rates than ones with elevators.  

Yes, it is possible to use the program to finance senior housing.  HUD permits rental projects for residents aged 
62 and over.  However, the project can’t offer mandatory meals and other services such as housekeeping that 
are common to independent living projects – residents must obtain these services on their own.

Multifamily construction is steadily becoming a larger part of Sims Mortgage Funding’s financing activities, and below 
are two of our more recent projects. 

RiverScape, Shreveport, LA Village at Fountain Lake, Gonzales, LA

For additional information about SMF’s multifamily housing finance activities and the Section 221 (d) (4) program, 

please contact Anthony Luzzi at 201-307-9383 or aluzzi@simsmortgage.com.

mailto:aluzzi@simsmortgage.com
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The material presented here is for information purposes only and is not to be considered an offer to buy or sell any security.  This report was prepared 

from sources believed to be reliable, but it is not guaranteed as to accuracy, and it is not a complete summary or statement of all available data.  

Information and opinions are current up to the date of publication and are subject to change without notice.  The purchase and sale of securities should 

be conducted on an individual basis considering the risk tolerance and investment objective of each investor and with the advice and counsel of a 

professional advisor.  All investments involve risk and may result in a loss of principal.  Investors should carefully consider their own circumstances 

before making any investment decision.  This is not a solicitation to buy or an offer to sell any particular investment.

For more information, please contact an HJ Sims banker.

Fairfield, CT
William Sims 203-418-9001 wsims@hjsims.com

Jeff Sands 203-418-9002 jsands@hjsims.com

Andrew Nesi 551-427-5135 anesi@hjsims.com

Curtis King 203-418-9016 cking@hjsims.com

Mackenzie Welch 203-418-9024 mwelch@hjsims.com

Krystal Murphy 203-418-9028 kmurphy@hjsims.com

Rockville, MD
Aaron Rulnick 301-424-9135 arulnick@hjsims.com

Kyrle Turton 203-418-9038 kturton@hjsims.com

Patrick Mallen 203-418-9009 pmallen@hjsims.com

Bloomington, MN
Mark Landreville 952-683-7509 mlandreville@hjsims.com

Jay Hromatka 952-683-7506 jhromatka@hjsims.com

Christina Rappl 952-683-7507 crappl@hjsims.com

Philadelphia, PA

James Bodine 215-854-6428 jbodine@hjsims.com

Austin, TX

James Rester 901-652-7378 jrester@hjsims.com

Brett Edwards 512-519-5001 bedwards@hjsims.com

Elizabeth Sims 512-519-5002 esims@hjsims.com

Orlando, FL
Robert Gall 407-313-1701 rgall@hjsims.com

Kerry Moynihan 407-313-1702 kmoynihan@hjsims.com

Montvale, NJ -Sims Mortgage Funding - 201-307-9383
Anthony Luzzi aluzzi@simsmortgage.com

Kerrie Tomasiewicz      ktomasiewicz@simsmortgage.com

Andrew Patykula apatykula@simsmortgage.com
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