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Product: GSEs such as FHLB, FFCB and FNMA issue Amortizing Prepay Linked Securities 
(APLS) which are debentures (structured notes) that pay principal based on prepayments 
(measured in PSA) of specific mortgage pools called reference collateral. APLS have stated 
final maturity dates by which all principal will be paid regardless of what is currently remaining 
on the reference collateral. 
 
Cash Flow Characteristics:  Interest payments are received monthly.  A deal can be structured 
to begin principal payments either immediately or on or after a Lockout Date. The amount of 
principal to be paid for a given month is determined using the Monthly Amortization Rate of 
the reference pool and is dependent on the reference one month PSA speed.  A mandatory 
redemption occurs at the maturity date of the APLS, giving a balloon-like effect to the cash 
flow.  
 
Coupon: Fixed 
 
Principal Payments: Based on very large, diverse, specific “reference pools”. The reference 
pool or pools will be stated in the description of the APLS. The principal payment is based on 
the reference collateral’s one month PSA speed. 
 
Tax issues:  For example, FHLB and FFCB APLSs are treated to the same state tax advantage 
in certain states as any other FHLB or FFCB debt.  
 
Risk weight: 20%  
 
Advantages: Short stated final, and coupons can be “stripped,” lowering the dollar price. APLS 
will also invariably pass the FMED test.  

 

 

 

 

 
                                                 
Nothing contained herein is an offer to sell or the solicitation of an offer to buy any financial instrument. The opinions and recommendations presented do not take into account 
individual client circumstances, objectives, or needs and are not intended as recommendations of particular securities, financial instruments or strategies to particular clients. 
Investors must make their own independent decisions regarding any securities or financial instruments mentioned herein and seek professional advice, including tax and 
accounting advice. Any indications of market valuation contained herein are based on current information that we consider reliable, but we do not guarantee it is accurate or 
complete and users should make whatever additional determinations of market value they deem appropriate. All assumptions, opinions and estimates constitute Coastal 
Securities Inc.’s (CSI) judgment as of this date and, along with prices and yields, are subject to change without notice. Past performance is not indicative of future results. The 
yield and/or average life shown on loans, SBA pools, CMOs or mortgage backed securities consider prepayment assumptions that may or may not be met. Changes in 
prepayments may significantly affect yield and/or average life. CSI does not accept orders or instructions transmitted via email or left on any phone voice or text mail system. 
Please be aware that communications received by or sent from our email system are not confidential and subject to review by supervisory personnel. 
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