() HOUSING TAK CREDIT MONITOR

Treasury rates moving faster than LIHTC IRRs

Housing credit investment yield & pricing update

* U.S. 10-year Treasury rates are a benchmark against which ° On an equity-weighted basis and taking into consideration tiered

housing tax credit fund yields (and many other financial assets) are
measured. The housing credit program’s track record of strong
performance and low foreclosure and default rates tend to make
Treasuries a proxy by which investors measure housing credit
returns.

There are, however, notable differences between Treasury and
housing credit fund returns, not least of all the fact that Treasury
yields tend to be more elastic relative to broader economic
fluctuations. Indeed, as investors globally fled to cash during
COVID-19, Treasuries plummeted, reaching all-time lows. Housing
credit funds, on the other hand, maintained relatively steady yields.
Housing credit funds enjoyed generous spreads over Treasuries
during this period, and demand remained strong.

As Treasury yields have quickly snapped back, approaching 3%,
the current 244-basis point spread over Treasuries is the slimmest
margin we have observed for housing credit funds since late 2018.

It begs the question - will housing credit fund returns increase in
response to spiking Treasury yields? Past experience would
suggest that housing credit funds, while popularly benchmarked
against Treasuries, will likely instead move independently.
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pricing, participants in our latest survey, as of April/May 2022,
reported a 5.65% blended IRR among the national multi-investor
funds currently offered.

The top tier of the IRRs offered among the surveyed multi-investor
funds climbed higher to range between 6.25% and 7.50%.

In our latest survey, the median reported housing credit price in the
last 60 days was $0.888 across 148 properties, which represents a
slight increase compared to the most recent survey result. Out of
the 148 properties, 48% reported pricing between $0.851-$0.90.

Housing Tax Credit Yield vs. 10-Year Treasury Rates
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CURRENT REGIONAL MULTI-INVESTOR FUNDS

Estimated Fund

Syndicator / After-Tax Cash
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Note: All fund data was provided by fund sponsors and compiled by CohnReznick. Neither CohnReznick nor

the Tax Credit Advisor takes responsibility for the accuracy of the data represented by the sponsors. If you
would like a fund included in the next Housing Tax Credit Monitor, please contact TCIS@cohnreznick.com
or 617.648.1414 to speak with a professional with CohnReznick’s Tax Credit Investment Services practice.

Visit CohnReznick’s website at cohnreznick.com/tcis
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