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Novembeer 10, 2015 

By Electrronic Submisssion 

Robert WW. Errett 
Deputy SSecretary 
U.S. Secuurities and EExchange Co mmission 
100 F Strreet, NE 
Washinggton, DC  205549-1090 

Subject: Comments on SR-FINNRA-2015-0 36, Proposeed Rule to Amend FINRA Rule 4210 
Margin RRequirementts for To Be AAnnounced Transactionns 

Dear Mr.. Errett: 

The Nati onal Multifaamily Housinng Council (NMHC) andd National AApartment Association (NNAA) 
thank yoou for the oopportunity to provide comments oon the “SR--FINRA-20115-036, Propposed 
Rule to AAmend FIN RA Rule 42210 Margin RRequiremennts for To Be Announceed Transactiions.” 
We are cconcerned thhat if this rrule is enactted, as propposed, it willl have a neggative impaact on 
access too the financiial markets ffor our memmbers. We sstrongly reecommendd the excluusion 
of the mmultifamilyy industry ffrom this pproposed rrule. 

For moree than 20 yeaars, NMHC and NAA haave partneredd in a joint llegislative prrogram to 
provide aa single voicee for Americca's apartmeent industry.  Our combinned memberrships are 
engaged in all aspectts of the aparrtment indu stry, includiing ownersh ip, developmment, 
managemment and finnance. NMHCC representss the princippal officers oof the apartmment industryy’s 
largest annd most pro minent firmms. As a federration of neaarly 170 statee and local aaffiliates, NAAA 
encompaasses over 699,000 membbers represennting more tthan 8.1 milllion apartmeent homes 
throughoout the Uniteed States andd Canada. 

The Prooposed Rulle Lacks Deetails on Immpacts to tthe Multifaamily Finannce Markeet 

We urge the Commisssion and FINNRA to remmove coveragge of multifammily agency forward-setttling 
transactions from thee proposed rrule SR-FINRA-2015-0336. As propoosed, the rulle lacks any ddata 
or analyssis on the immpacts to the very distincct multifamilly finance mmarket, and wwe therefor 
question why it shouuld cover muultifamily ageency securitiizations at alll. That the only referennce to 
the multiifamily markket appears iin a footnotee stating it iss to be incorpporated in thhis rule sugggests 
insufficieent consideration of our asset class. We are conccerned that the proposeed rule couldd 
have signnificant and unintended consequencces on the finnancing of mmultifamily rrental 
apartmennts, the vast majority of which are afffordable to families earrning area mmedian incomme or 
less.  

Multifammily forward settling agenncy transacttions are vasstly differentt from the sinngle family TTBA 
market, wwhich is the stated focuss of the propposed rule. TThere is no TTBA market for multifammily 



 
 

   
 

  

 

 

 

 

 
  

 
  

 
 

 
 

  

 

 

  

    
 

 
    

    
 

 

transactions due to the very unique nature of this market. In the multifamily market, one 
specific apartment rental property is collateral for one mortgage, which is then securitized into 
one mortgage backed security. Property owners and lenders in the highly specialized 
multifamily agency market are well-aligned and highly motivated to close a trade given the 
investment of time and money (typically $25,000 or more for the borrower’s hard costs for one 
multifamily transaction).  Because each multifamily property is unique, involves property-
specific underwriting and credit determinations and is issued in a security with a unique interest 
rate, it is difficult to see how the requirement of this proposal to mark-to-market on a daily basis 
would work at all. 

The Multifamily Finance Market is Vital and Does Not Pose Any Systemic Risk 

The multifamily finance market is vitally important but does not pose systemic risk due to its 
aggregate size. While providing affordable and workforce rental housing to millions of 
households, the multifamily market, especially the forward-settling part of the market covered 
by the proposal, is too small to raise the systemic risk concerns that drives the proposed rule. 
FHA and Fannie Mae annual multifamily lending volumes total in the range of $40 to $50 
billion — compared to the well over $1 trillion in annual new originations in the single-family 
mortgage market.  In fact, the average weekly exposure of outstanding forward commitments in 
the Fannie Mae multifamily program in 2014 was estimated to be only $3.4 billion.  

Counterparty risk is mitigated by a network of lenders and processes approved by FHA/Ginnie 
Mae or Fannie Mae, which subject lenders to strict oversight and capital requirements from the 
agencies. Importantly, a Good Faith Deposit mandated by Fannie Mae and FHA/Ginnie Mae is 
posted for the benefit of the broker dealer or the investor in the security.  The significant 
investment by borrowers, lenders and broker dealers prior to security issuance, coupled with the 
posting of a Good Faith Deposit, have resulted in very few failed trades even through many  
economic cycles. When an extremely rare breakage occurs, the Good Faith Deposit from the 
borrower has provided protection to the broker-dealer and investor.    

We urge the Commission and FINRA to exclude multifamily agency forward-settling 
transactions from the proposed rule. Examination of the distinct aspects of the multifamily 
housing market and the related economic impact is necessary before this rule moves forward. 

Sincerely, 

Doug  Bibby      Doug  Culkin  
President      President  and  CEO  
National Multifamily Housing Council National Apartment Association 
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