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Overview 

As announced in Guide Bulletin 2020-36, Freddie Mac will begin purchasing nonconvertible SOFR-indexed ARMs under the ARM Cash and WAC ARM 
Guarantor programs effective November 9, 2020.  

The Secured Overnight Financing Rate (SOFR) Index is defined as “For ARMs, the Secured Overnight Financing Rate (SOFR) Index is the 

compounded 30-day Average SOFR as published by the Federal Reserve Bank of New York.” The Federal Reserve Bank of New York (New York 

Fed) publishes the SOFR Averages and SOFR Index each business day. For the most up-to-date SOFR indices, refer to the Federal Reserve Bank of 

New York website.  

The sections below identify impacts to Loan Advisor tools including Loan Product Advisor® and Loan Selling Advisor® for SOFR ARMs.  

Loan Product Advisor® is the cornerstone of Freddie Mac’s Loan Advisor. It is our automated loan assessment system that indicates whether a 

mortgage will be eligible for purchase by Freddie Mac. Listed below are key tips to help you prepare for the underwriting and subsequent sale of 

SOFR ARMS to Freddie Mac. 

• On or after October 1, 2020, you may submit SOFR-indexed ARMs through Loan Product Advisor specification version 4.8.01* and provide 

the following data points: 

o Index Source Type = Other. This data point is required for all ARMs. 

o Index Source Type Other Description (a new data point) = 30 Day Average SOFR 

• No updates are necessary for: 

o The Uniform Loan Application Dataset (ULAD), since ARM indexes are not displayed on the Uniform Residential Loan Application 

(URLA). 

o Uniform Closing Dataset (UCD). 

*For Loan Product Advisor v5.0.06 that supports the redesigned Uniform Residential Loan Application, contact your software partner on their 

implementation readiness. For more information refer to the Uniform Residential Loan Application & Uniform Loan Application Dataset webpage. 

Loan Selling Advisor is our all-in-one system that integrates secondary marketing functions, from pricing to contracting to funding to loan delivery, making 
it easier for sellers to deliver loans to Freddie Mac. Listed below are key tips to help you sell and deliver SOFR ARMs to Freddie Mac: 

• SOFR ARMs adjust every 6 months, not every year. 

• The initial fixed periods are 3, 5, 7, and 10 years. 

• Margin Min = 1%, Margin Max = 3% 

• The Margin will likely differ due to basis and other market-based adjustments. 

 

 

https://sf.freddiemac.com/tools-learning/freddie-mac-learning/overview
https://guide.freddiemac.com/app/guide/bulletin/2020-36
https://apps.newyorkfed.org/markets/autorates/sofr-avg-ind
https://apps.newyorkfed.org/markets/autorates/sofr-avg-ind
https://sf.freddiemac.com/tools-learning/uniform-mortgage-data-program/ulad
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• Lookback period = 45 days – no change. 

• Interest rate cap at first adjustment for 3 and 5 years = +/-2%, for 7 and 10 years = +/-5%. 

• Interest rate cap at subsequent adjustments = +/-1% 

• Life Cap = 5% 

 

SOFR ARM products will be available in Loan Selling Advisor on November 9, 2020 as follows:  

Loan Selling Advisor SOFR ARM Contract Products 

Cash Execution Guarantor Execution 

• 3-Year 6-Month 30-Day Average SFOR ARM 2/1/5 

• 5-Year 6-Month 30-Day Average SOFR ARM 2/1/5 

• 7-Year 6-Month 30-Day Average SOFR ARM 5/1/5 

• 10-Year 6-Month 30-Day Average SOFR ARM 5/1/5 

• 3/6 SOFR ARM – NonCnvrt 3-Year 6-Month 30-Day Average SOFR ARM 2/1/5 

• 5/6 SOFR ARM – NonConvrt 5-Year 6-Month 30-Day Average SOFR 2/1/5 

• 7/6 SOFR ARM – NonConvrt 7-Year 6-Month 30-Day Average SOFR 5/1/5 

• 10/6 SOFR ARM – NonCnvrt 10-Year 6-Month 30-Day Average SOFR ARM 5/1/5 

 

See the information below for examples of SOFR ARM contract types in Loan Selling Advisor: 

Cash Contracts Example 

You can take out SOFR ARM Cash contracts and receive 

ASAP Funding beginning November 9, 2020. When you take 

out a contract: 

• Click the Index Source Type drop-down menu and 

select 30 Day Average SOFR  

• Click the Contract Product drop-down menu and 

select the applicable SOFR product 

Cash contracts must be manually entered in the system. 

 

 

 

 

https://sf.freddiemac.com/tools-learning/freddie-mac-learning/overview
https://sf.freddiemac.com/tools-learning/freddie-mac-learning/overview
https://sf.freddiemac.com/tools-learning/freddie-mac-learning/overview
https://sf.freddiemac.com/tools-learning/freddie-mac-learning/overview
https://sf.freddiemac.com/tools-learning/freddie-mac-learning/overview
https://sf.freddiemac.com/tools-learning/freddie-mac-learning/overview
https://sf.freddiemac.com/tools-learning/freddie-mac-learning/overview
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Cash Price Sheets Example 

You will have the option to create cash price sheets for 

SOFR ARMs on November 9, 2020. 

 

 

 

 

 

 

 

 

 

 

  

https://sf.freddiemac.com/tools-learning/freddie-mac-learning/overview
https://sf.freddiemac.com/tools-learning/freddie-mac-learning/overview
https://sf.freddiemac.com/tools-learning/freddie-mac-learning/overview
https://sf.freddiemac.com/tools-learning/freddie-mac-learning/overview
https://sf.freddiemac.com/tools-learning/freddie-mac-learning/overview
https://sf.freddiemac.com/tools-learning/freddie-mac-learning/overview
https://sf.freddiemac.com/tools-learning/freddie-mac-learning/overview
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Guarantor Contracts 

 

Example 

You can take out SOFR ARM Guarantor contracts on or after 

November 9, 2020, for contracts with settlement dates on or 

after December 1, 2020. When you take out a contract, click the 

Product Type drop-down menu to select the applicable SOFR 

product and select an Index Source Type of 30 Day Average 

SOFR. 

Guarantor Contracts may be imported (using an XML file) or 

manually entered in the system. 

 

Guarantor Rate Sheet Example 

Create Guarantor Rate Sheets for SOFR ARM products 

beginning November 9, 2020, for contracts with settlement dates 

on or after December 1, 2020. 

 

 

https://sf.freddiemac.com/tools-learning/freddie-mac-learning/overview
https://sf.freddiemac.com/tools-learning/freddie-mac-learning/overview
https://sf.freddiemac.com/tools-learning/freddie-mac-learning/overview
https://sf.freddiemac.com/tools-learning/freddie-mac-learning/overview
https://sf.freddiemac.com/tools-learning/freddie-mac-learning/overview
https://sf.freddiemac.com/tools-learning/freddie-mac-learning/overview
https://sf.freddiemac.com/tools-learning/freddie-mac-learning/overview
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Beginning November 9, 2020, you must deliver the ULDD Index Source Type, Sort ID 110, of 30 Day Average SFOR for SOFR ARM loans. The 

section below provides examples of the required ARM loan data delivery fields in Loan Selling Advisor’s Loan page. 

 

Loan Page – Section Name Example 

ARM Details, Closing Section, First Adjustment and 

Subsequent Adjustment 

 

 

  

https://sf.freddiemac.com/tools-learning/freddie-mac-learning/overview
https://sf.freddiemac.com/tools-learning/freddie-mac-learning/overview
https://sf.freddiemac.com/tools-learning/freddie-mac-learning/overview
https://sf.freddiemac.com/tools-learning/freddie-mac-learning/overview
https://sf.freddiemac.com/tools-learning/freddie-mac-learning/overview
https://sf.freddiemac.com/tools-learning/freddie-mac-learning/overview
https://sf.freddiemac.com/tools-learning/freddie-mac-learning/overview
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ARM Details, Modification Section 

 

Example 

 

 

 

 

Note: For Freddie Mac Document Custodians, as part of the note certification process, the Custodian must verify, for ARM Notes with the revision date 
“(rev. 2/20)”, that the Lifetime Floor is equal to the ARM’s Margin as stated in the note. If it does not, the discrepancy will be reported in Loan Selling Advisor 
as a documentation issue (certification issue) and the Note will not be certified for sale. 

 

 

 

 

 

 

https://sf.freddiemac.com/tools-learning/freddie-mac-learning/overview
https://sf.freddiemac.com/tools-learning/freddie-mac-learning/overview
https://sf.freddiemac.com/tools-learning/freddie-mac-learning/overview
https://sf.freddiemac.com/tools-learning/freddie-mac-learning/overview
https://sf.freddiemac.com/tools-learning/freddie-mac-learning/overview
https://sf.freddiemac.com/tools-learning/freddie-mac-learning/overview
https://sf.freddiemac.com/tools-learning/freddie-mac-learning/overview
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Resources  

For more information on selling and delivering SOFR ARMs to Freddie Mac, refer to the following resources: 

LIBOR Transition Playbook  

Freddie Mac’s Prefix Library  

Loan Product Advisor (web page) 

Loan Product Advisor Online Tool (v4.8.01 or lower) 

ULDD – Export Specification – Phase 3 

ULDD Appendix D – Import Specification 

Loan Selling Advisor Import Guarantor Contract Specification 

SOFR What’s Changing for Selling and Delivery tutorial 

SOFR Readiness checklist 

Single Family Seller/Servicer Guide Bulletins, 2020-1, 2020-9 and 2020-13 

 

 
 

 
 

 
 

 
 

 

 
 

 
 

 
 

 
This document is not a replacement or substitute for the information found in the Freddie Mac Single-Family Seller/Servicer Guide or terms of your  

Master Agreement or other Pricing Identifier Terms.                    © 2020 Freddie Mac 
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https://sf.freddiemac.com/tools-learning/freddie-mac-learning/overview
https://sf.freddiemac.com/tools-learning/freddie-mac-learning/overview
https://sf.freddiemac.com/tools-learning/freddie-mac-learning/overview
https://sf.freddiemac.com/tools-learning/freddie-mac-learning/overview
http://www.freddiemac.com/about/pdf/LIBOR_transition_playbook.pdf
http://www.freddiemac.com/mbs/docs/prefixlibrary.xlsx
https://sf.freddiemac.com/tools-learning/loan-advisor/our-solutions/loan-product-advisor
http://www.freddiemac.com/help/lpa_tool/lpa_intro.html
http://www.freddiemac.com/help/lpa_tool/lpa_intro.html
https://sf.freddiemac.com/content/_assets/resources/xls/other/selling_export_phase3.xlsx
https://sf.freddiemac.com/content/_assets/resources/xls/requirements/appendix_d_uldd_phase_3-(2).xlsx
https://sf.freddiemac.com/content/_assets/resources/xls/fact-sheet/import_guarantor_contracts_specification.xlsx
https://freddiemac.elearningserver.com/7733030460
https://sf.freddiemac.com/content/_assets/resources/pdf/fact-sheet/sofr-readiness-checklist.pdf
https://guide.freddiemac.com/app/guide/bulletin/2020-1
https://guide.freddiemac.com/app/guide/bulletin/2020-9
https://guide.freddiemac.com/app/guide/bulletin/2020-13

