
 
 
 
Dear MFA Members:  
 
Today, the Fed updated the term sheet and FAQs for the Term Asset-Backed Securities Loan Facility (TALF). 
Last month MFA recommended that the Fed clarify the definitions of eligible borrowers and eligible 
collateral – clarifications that would be necessary for funds to participate.  Today’s announcement 
responds to key points raised by MFA and provides guidance consistent with our suggestions.  
 

1. Inclusion of Investment Funds as Eligible Borrowers  
 
MFA recommended the Fed clarify that a U.S. business, under the eligible borrower definition, 
include an investment fund that is U.S.-organized and managed by an investment manager that 
has its principal place of business in the United States. Consistent with that recommendation, 
today’s updated FAQs state that “investment funds that are created or organized in the United 
States and managed by an investment manager that is created or organized in the United States 
and has significant operations in and a majority of its employees based in the United States are 
eligible borrowers for purposes of the TALF.” 
 

2. Requirement that ABS be Issued by a U.S. Company  
 
Because most CLO vehicles are domiciled outside the United States, MFA recommended the Fed 
amend the requirement that a securitization vehicle be a U.S. company and focus instead on U.S. 
companies or individuals being the underlying borrowers. Consistent with MFA’s 
recommendation, the Fed removed the requirement “the issuer of eligible collateral [the eligible 
ABS] must be a U.S. company.” The guidance does require the manager of a CLO to be a U.S-
organized entity. 

 
3. Clarity on Eligible Underlying Assets for ABS 

 
MFA recommended the Fed provide reasonable flexibility in defining what credit exposures are 
newly issued and confirm that “substantially all” of a securitization vehicle’s underlying credit 
exposures are newly issued if 80 (or 85) percent or more are newly issued. The guidance provides 
clarity that "all or substantially all" means 95 percent or more of the principal balance of the 
underlying assets in the ABS. However, the Fed addressed the issue in another way, by defining 
“newly issued” flexibly, including certain underlying exposures originated after January 1, 2019 as 
being newly issued.  
 

In addition to these updates, the Fed clarified that an investor may borrow against eligible ABS that it 
already owns provided that, if eligible ABS are not issued on the same day the investor borrows from the 
TALF, the ABS must be acquired in arms-length secondary market transactions within 30 days prior to the 
relevant loan subscription date. 
 
The Fed also announced that it will publicly disclose on a monthly basis the names of each participant of 
the TALF as well as the amounts borrowed, interest rate charged, and value of pledged collateral.  
 
Finally, these updates did not expand the definition of eligible collateral to other asset classes.   
 
If you have any questions on these updates or on MFA’s advocacy related to the TALF, please reach out 
to Michael Pedroni or Ben Allensworth.  
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