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At Alloya, every decision is grounded in our 
mission to support credit union success and 
our dedication to three strategic goals: People, 
Member Service, and Financial Performance and 
Compliance. Alloya’s quarterly loan participation 
newsletter is no exception. 

We hope you enjoy the latest edition of our 
quarterly newsletter and subscribe at 
www.alloyacorp.org/subscriptions to receive 
future issues to your inbox!  
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While loan participations are among the most comprehensive 
and affordable capital markets tools for credit unions, that 
doesn’t discount the arduous and manual work credit unions 
must put forth to accomplish the transaction. 

There are numerous steps to a loan participation transaction, 
and seemingly endless providers offering to ease the burden 
of each step – but we believe the hardest part is the part no 
provider wants to take on (except for one that is). Investor 
servicing, payment processing and reporting are the biggest 
nuisances of the loan participation life cycle. This is the reason 
so few credit unions choose to buy or sell loan participations. It’s 
also the reason Alloya decided to create its Loan Participation 
Platform.

If you’re a credit union who is currently servicing loan 
participations outside of our platform, consider having a 
conversation with Alloya’s Loan Participation team. We believe 
we can partner with you to free up your time to do more of 
what you do best – serving your members.

GET TO KNOW TUCKER SMITH
Capital Markets,  Specialist
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We are thrilled to introduce you to the newest member of Alloya’s Capital 
Markets team, Tucker Smith! Based in Colorado, Tucker recently graduated with 
his bachelor’s in finance while working as an intern with Alloya. (Talk about an 
overachiever!) During his first six months of service at Alloya, Tucker assisted with 
the launch of our Subordinated Debt Program. Recently, Tucker has been growing 
his relationships with credit unions via our Loan Participation Platform. Going 
forward, Tucker is excited to support credit union success through Alloya’s Capital 
Markets Programs.

OFFLOAD THE HARD STUFF

Member Service

People

http://www.alloyacorp.org/qcash
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Financial Performance 
& Compliance

Last quarter, we wrote that for the first time in almost a decade, credit union buyers were seeing market moves in their 
favor. In short order, the tide has quickly changed to point firmly in that direction. For any credit union who has the 
liquidity and balance sheet space to purchase loan participations, they are seeing historically high returns. We’ll discuss in 
greater detail in the sections that follow, but the graph below depicts the abrupt change in yields and spreads to Treasury 
alternatives over the past 18 months.

You’ll notice a gradual climb in the average estimated yield, which today stands almost 2% greater than where we stood 
just nine short months ago. Additionally, the spread to the interpolated Treasury (aka the standard benchmark for loan 

participations) also increased 
by 63% over this period, 
reaching 1.19% over the 
i-curve.

What does this mean? Well, 
this means that there is no 
better time for those who 
are looking to purchase loan 
participations. We continued 
to see gradual climbs in August 
and expect that to happen 
for the very near future. We 
believe we are coming close 
to the top of the market, 
where things will stabilize and 
potentially decrease as more 
liquidity comes back into the 
market in Q4 and beyond.

Yup, the winds, they most def initely changed.

http://www.alloyacorp.org/subordinated-debt


Too often the loan participation marketplace data is obscured by brokers who are looking to extract as much value as 
possible from credit unions for their own personal gain. At Alloya, we are accountable to credit unions. That’s why we 
deliver transparent market data and insight to help our members make better-informed loan participation purchase and 
sale decisions. 

MARKET OVERVIEW & QUARTERLY RECAP
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Subscribe to Receive Next Quarter ’s Issue

We hope you enjoyed the fifth edition of the LP Quarterly and will consider 
reading again when we release another edition in Q4. And remember, sharing is 
caring. Consider inviting a colleague to read the LP Quarterly and encourage them 
to subscribe so they receive the next issue straight to their inbox.

Visit www.alloyacorp.org/subscriptions to sign up.

Spreads for loan participation purchase activity have been on a rollercoaster in 2022. During the first several months 
of the year, loan participation sales were trading at all-time low spreads versus our historical data. Then came the large 
market shift in the second quarter driven by higher-than-expected Consumer Price Index (CPI) data and the related 
Federal Reserve activity. Participation demand from the buy side has reduced substantially and spreads have widened 
close to our long-term highs. So, we have seen the spreads on loan participation transactions swing from historically low 
to historically high in the span of several months. With the spreads at near all-time highs, now is a great time to consider 
purchasing a loan participation if your credit union has the available liquidity. 

Not surprisingly, with the increase in interest rates, 
refinance activity has slowed considerably. This 
has resulted in prepayment rates on pools to slow 
compared to earlier in 2022. Coupled with the fact 
that average premiums are lower given the rate 
increases, prepayment risk on loan participation 
transactions is lower than average levels. Additionally, 
net losses remain low versus long-term industry 
averages across the sold participation pools on the 
Loan Participation Platform.   

At the end of Q2, Alloya traded over $1.5 billion on its 
Loan Participation Platform despite the lower-than-
average loan volume in the industry. We continue to 
add new sellers to the platform and now have over 30 
active sellers and are adding several more per month. 
If you are interested in purchasing loan participations, 
we encourage you to review the available offerings 
on the Loan Participation Platform.  

RATES & SPREADS

LOSS & PREPAYS VOLUME
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BILL’S ONE THING
Don’t get too 
complicated. If you see 
an attractive deal that 
fits your stipulations, 
buy it! Rarely do things 
get better as you wait 
longer. Markets are 
volatile, and a good buy 
at any time is a good 
buy. Don’t overthink it.

BILL PATON
VP, LOAN PARTICIPATIONS,
LENDING & 
SUBORDINATED DEBT

RYAN’S ONE THING
Often, the greatest 
opportunities are 
embedded within times 
of market volatility. 
Many people are taking 
a wait-and-see approach 
to the current market. 
To the extent that your 
credit union can make 
loan participation 
investments, now may 

be a fantastic time to take advantage of opportunities 
not seen in many years. 

RYAN McCARROLL
VP, LOAN PARTICIPATIONS

BRIAN’S ONE THING
There has never 
been a better time 
to purchase loan 
participations. Yields are 
at unprecedented levels, 
and we have pools of 
all types available right 
now. Liquidity is tight, 
but there are deals to 
be had if you have cash 
available to purchase 
loans. Autos are trading 

near par with yields exceeding 5.00%. Give us a call 
and we will help you find an offering that meets the 
specific needs of your credit union.  

BRIAN MYERS
CONSULTANT, 
LOAN PARTICIPATIONS

TH ING

To close out every LP 
Quarterly, the Loan 
Participation team will 
share “one thing” they 
consider to be most 
important in the current 
state of the market.  


