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Date:

September 11, 2008
To:

Certified Development Companies
From:

Steve Van Order, DCFC Fiscal Agent
Subject:
September 2008 504 Debenture Offering (2008-20I and 10E)
On September 17, 2008, 747 twenty-year debentures totaling $436,831,000 and 40 ten-year debentures totaling $17,124,000 will be funded through the sale of certificates guaranteed by SBA.  Below are debenture interest rate details set on September 9:
	Sale/Sale Comparison
	Treasury
	Swap Spread
	Spread
	Rate
	T plus

	2008-20I    (09/9/08)
	3.657%
	59.50 BP
	134.80 BP
	5.60%
	194.3 BP

	2008-20H   (08/5/08)
	3.974%
	74.50 BP
	130.10 BP
	6.02%
	204.6 BP

	Change
	- 31.7BP
	-15.00BP
	+4.70BP
	- 42BP
	- 10.3BP


	Sale/Sale Comparison
	Treasury
	Swap Spread
	Spread
	Rate
	T plus

	2008-10E   (09/9/08)
	2.967%
	84.00 BP
	130.30 BP
	5.11%
	214.3 BP

	2008-10D   (07/8/08)
	3.183%
	101.00 BP
	114.70 BP
	5.34%
	215.7 BP

	Change
	- 21.6BP
	- 17.00BP
	+15.60
	- 23BP
	- 1.4P


· The October offering will consist of 20-year debentures.  
· The cutoff date to submit loans to Colson for this offering is Tuesday September 23.  
· A request to remove a submitted loan from this pool must be made through Colson Services by close of business Thursday, October 2.  
· Pricing date is October 7, on which the debenture interest rate will be set.
· The debentures will be funded on October 15.

After a smooth marketing period bond market conditions became tumultuous featuring heavy mortgage hedging activity after Fannie Mae and Freddie Mac were taken over by the federal government on Sunday September 7.  In addition, on debenture pricing day worries about Lehman Brothers led to a flight to safety into US treasuries and triggered more mortgage hedging.  The combination of activities benefited 504 borrowers as the benchmark 10-year treasury note yield and interest rate swap spread fell.  The 42 BP month-over-month drop in the 20-year debenture rate was a move of rare magnitude and broke a four-month run of higher debenture rates.  A drop of the same of greater magnitude occurred just 7 times over the last 120 debenture offerings.  
Market conditions will remain tough as third quarter-end and year-end liquidity promises to be very tight.  The now 15 month-long credit market drama shows no sign of abating.  In this environment the government-guaranteed SBA 504 program will continue to offer borrowers access to long-term fixed-rate money via the capital markets while private sector securitization programs remain crippled or closed.
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