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June 15, 2020

Honorable Michael D. Crapo
Chairman

Committee on Banking, Housing,
and Urban Affairs

United States Senate

Washington, D.C. 20510

FEDERAL HousING FINANCE AGENCY
OFFICE OF THE DIRECTOR

Honorable Sherrod Brown
Ranking Member

Committee on Banking, Housing,
and Urban Affairs

United States Senate

Washington, D.C. 20510

Honorable Maxine Waters Honorable Patrick McHenry
Chairwoman Ranking Member
Committee on Financial Services
United States House of Representatives

Washington, D.C. 20515

Committee on Financial Services
United States House of Representatives

Washington, D.C. 20515

Dear Chairs and Ranking Members:

I am pleased to transmit the Federal Housing Finance Agency’s (FHFA’s) Report to Congress covering the activities

of FHFA and its regulated entities in 2019. The Federal Housing Enterprises Financial Safety and Soundness Act

0f 1992 (Safety and Soundness Act), as amended by the Housing and Economic Recovery Act of 2008, requires the
Director to submit an annual report to Congress addressing several topics related to the fulfillment of FHFA’s statutory
responsibilities and the financial condition of the regulated entities: Fannie Mae and Freddie Mac (the Enterprises) and
the Federal Home Loan Banks (FHLBanks). This report meets all such requirements applicable as of December 31, 2019.

This report encompasses actions taken by FHFA and the regulated entities, as well as the financial performance of the
regulated entities, during calendar year 2019 prior to the outbreak of COVID-19 in the United States. As outlined in
the timeline attached to this letter, FHFA took decisive action, starting before the pandemic had been declared a national
emergency, to support the market and American families who should not have to worry about losing their homes during
a global health crisis. FHFA’s actions have been data driven and focused on supporting borrowers and renters, while

ensuring the mortgage market continues to function properly both during and after the national emergency.

For homeowners who were facing foreclosure before this crisis began, FHFA directed the Enterprises to suspend all
foreclosures and evictions. For homeowners struggling to pay their mortgage due to a COVID-related financial hardship,
FHFA announced the Enterprises would make forbearance available for up to 12 months. To support renters, FHFA
announced the Enterprises would make forbearance available to multifamily property owners and mandated that tenants
cannot be evicted for the nonpayment of rent during the forbearance period. After the President signed the Coronavirus
Aid, Relief, and Economic Security Act (CARES Act) on March 27, 2020, the Enterprises updated their programs to

conform with the guidelines set forth in the new law.

FEDERAL HOUSING FINANCE AGENCY | REPORT TO CONGRESS 2019



Throughout the national emergency, FHFA closely monitored the data and continued to collaborate with other federal
regulators and industry stakeholders to understand and respond in real time to the challenges facing borrowers, renters,
and market participants. FHFA worked with the Enterprises to ensure their servicer scripts provide borrowers accurate
information about their forbearance options. To simplify options and provide an additional tool to mortgage servicers,
FHFA enabled borrowers in forbearance with an Enterprise-backed mortgage who can return to making normal monthly

payments to repay missed payments when they sell their home or refinance their loan or when the loan matures.

In response to congressional and stakeholder requests, FHFA worked with the Consumer Financial Protection Bureau
(CFPB), the Department of Housing and Urban Development (HUD), the Department of Agriculture, and the
Department of Veterans Affairs to create an inter-agency online portal that centralizes all federal information about

forbearance options for consumers. As the primary consumer-facing agency on finance issues, CFPB hosts this single

Federal resource for consumers, available at cfpb.gov/housing.

In addition to protecting borrowers and renters, FHFA took action to ensure the proper functioning of the mortgage
market both during and after this national emergency. For instance, amidst uncertainty around servicer liquidity, FHFA
directed the Enterprises to implement a four-month limit on mortgage servicers’ obligation to advance principal and
interest payments on loans in forbearance. This advance obligation limit provided much-needed stability and clarity to
the mortgage market, enabling mortgage servicers to know the duration of their advance obligations on loans for which

borrowers have not made their monthly payment.

As of this letter’s writing, the pandemic’s future course and effect on mortgage markets were uncertain. FHFA will
continue to monitor new and evolving challenges facing the regulated entities and the nation’s housing finance system

and coordinate its policy response with government counterparts and stakeholders.

FHEFA’s principal statutory duties include overseeing the prudential operations and ensuring the financial safety and
soundness of the regulated entities. Accordingly, the core of this report provides an overview of the regulated entities’
financial condition and their and FHFA's activities in 2019 to support safety and soundness. The report also includes
descriptions of the actions taken by FHFA and the regulated entities to fulfill other responsibilities assigned to them

by statute. For instance, the Safety and Soundness Act requires each regulated entity to establish an Office of Minority
and Women Inclusion, or a functional equivalent, to develop and implement standards and procedures to ensure, to the
maximum extent possible, the inclusion and utilization of minorities and women in all business and activities at all levels
(12 USC 4520(a)-(c)). The Safety and Soundness Act further provides that “the Director shall establish” standards and
requirements to direct and assess the implementation of the regulated entities’ diversity and inclusion (D&I) programs.
These requirements are unique to FHFA and its regulated entities; no such statutory provisions apply to any other federal
financial regulatory agency or financial institution in the United States. Accordingly, this report includes, for the first

time, a section summarizing FHFA’s oversight of the regulated entities’ D&I programs.

I was sworn in as FHFA Director more than four months into the calendar year covered by this report, and most of the
strategic goals that guided the work of FHFA and the Enterprises in 2019 were established before my tenure began.
During the first seven-and-a-half months of my tenure, I focused on meeting existing goals while also transitioning the

Agency toward new objectives that I believe are necessary to enable FHFA to fulfill its statutory responsibilities:

1. Cement FHFA as a world-class regulator to ensure that the regulated entities operate in a safe and sound manner.
2. Prepare the Enterprises to responsibly exit conservatorships by calibrating their risk to match their capital.

3. Foster competitive, liquid, efficient, and resilient (CLEAR) national housing finance markets.

These goals are rooted in FHFA’s statutory responsibility to ensure that “each regulated entity operates in a safe and sound
manner, including maintenance of adequate capital and internal controls,” and FHFA’ statutory authority as conservator to “take

such action as may be— necessary to put the regulated entity in a sound and solvent condition” (12 USC 4617(b)(2)(D)).


https://www.consumerfinance.gov/coronavirus/mortgage-and-housing-assistance/

A root cause of the 2008 financial crisis was imprudent mortgage credit risk backed by insufficient capital. This
fundamental problem remains unresolved today. The Enterprises are inarguably undercapitalized for their size, risk,
and systemic importance. As of December 31, 2019, the Enterprises owned or guaranteed approximately $5.7 trillion
in single-family and multifamily mortgages, nearly half of all mortgage debt outstanding in the United States, and their
combined leverage ratio was approximately 300 to 1. By contrast, the largest financial institutions in the nation have an

average leverage ratio of approximately 12 to 1.

Given their risks and financial position, the Enterprises do not have the capital necessary to withstand a serious downturn
in the housing market. The lack of safety and soundness at the Enterprises jeopardizes their important mission and
countercyclical role, which is to support sustainable homeownership and affordable housing, especially during times of
market stress. It also puts taxpayers at risk of absorbing their losses, as we saw after the housing and financial crisis of

2008, and it threatens every sector of the nation’s housing and mortgage finance systems.

To provide the Enterprises a stronger foundation on which to weather crises, on May 20, 2020, FHFA announced

that it is seeking comments on a notice of proposed rulemaking that establishes a new regulatory capital framework

for the Enterprises, with the goal of finalizing the rule by the end of 2020. Building on the mortgage risk-sensitive
framework of the proposed rulemaking published in July 2018, the re-proposed rule increases the quantity and quality
of the Enterprises” regulatory capital and reduces the pro-cyclicality of the aggregate capital requirements. By ensuring
each Enterprise’s safety and soundness and ability to fulfill its statutory mission across the economic cycle, in particular
during periods of financial stress, this rule will help build a strong, resilient housing finance system that supports sustainable

homeownership and affordable rental housing.

However, only Congress has the authority to enact the legislative reforms necessary to address the structural flaws in the
current model. To that end, in this report, I reiterate my recommendation that Congress remove unnecessary statutory
exemptions and other advantages afforded the Enterprises and grant FHFA the authorities, similar to those of other financial
regulators, to develop capital standards for the Enterprises and to issue new enterprise charters. However, FHFA has the
statutory authority and responsibility to put the Enterprises in a safe and sound financial condition, capable of remaining

well-capitalized and well-regulated outside of conservatorship, while furthering the missions for which they were created.

FHEFA’s end-state vision is for the Enterprises to return to operating as fully-private companies outside of conservatorship
and within a competitive, liquid, efficient, and resilient housing finance system, while a strengthened and independent
FHFA ensures they have the capital reserves, risk management capabilities, corporate governance, and regulatory
oversight that are appropriate for their size, risk, and systemic importance. This vision and the associated goals
mentioned above are well aligned with the housing finance reform plans released in September 2019 by the Department
of the Treasury and HUD. Together, these plans aim to build a more resilient housing finance system that protects

taxpayers and provides for access to sustainable mortgage funding.

As highlighted in this report, in 2019, FHFA made important progress toward strengthening the financial condition

of the Enterprises and solidifying the Agency as a world-class regulator. In 2020, FHFA will build on this foundation
by continuing to implement and advocate for changes that create a stronger and more resilient housing finance system
that protects taxpayers, maintains a limited role for the federal government, encourages sustainable homeownership and

affordable rental housing, and supports liquidity and mortgage credit access through the economic cycle.

Sincerely,

ot /24,

MARK A. CALABRIA
Director, Federal Housing Finance Agency
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FHFA ACTIONS RELATED
TO THE COVID-19
NATIONAL EMERGENCY

Starting before the President declared a national emergency on March 13 and the passage of the CARES Act on March 27,

FHFA has taken decisive action to support the market and provide relief to renters and borrowers with a mortgage
backed by Fannie Mae or Freddie Mac (the Enterprises). As of June 1, FHFA had issued 16 statements and policy

changes to respond to the COVID-19 national emergency, which are summarized below.

Preventing Foreclosures
and Evictions for
Homeowners and Renters
¢ On March 10, FHFA reminded servicers that

hardship-related forbearance is an option for
borrowers who are unable to make their monthly
mortgage payment and encouraged borrowers who
may be experiencing a hardship to reach out to

their servicer.

*  On March 18, FHFA announced a 60-day
foreclosure moratorium for Enterprise-backed
single-family mortgages, and on May 14 the

moratorium was extended until at least June 30.

*  On March 18, FHFA extended existing disaster-
related forbearance and loss mitigation flexibilities
to borrowers affected by COVID-19. These
forbearance policies were later aligned with the

CARES Act.

*  On March 23, FHFA announced the Enterprises’
policies providing a forbearance option for
multifamily property owners that prohibits tenants

from being evicted for the non-payment of rent.

¢ On May 13, FHFA implemented a new loss
mitigation alternative, Payment Deferral, that will
allow borrowers in COVID-19 forbearances to
place missed payments into a non-interest-bearing

payment at the end of the mortgage.

Providing Resources for

Homeowners and Renters
* On April 15, FHFA announced, with CFPB, a

new borrower protection program that allows the
agencies to share information and work together to

protect borrowers.

On AEril 27, FHFA reminded servicers that
borrowers in forbearance with an Enterprise-backed
mortgage will not be required to repay the missed

payments in one lump sum.

On May 4, FHFA directed the Enterprises to
publish an online multifamily property lookup tool
so that tenants can determine if the multifamily
property in which they reside has an Enterprise-
backed mortgage and falls under the CARES Act

120-day eviction moratorium.

On May 12, FHFA launched an interagency website
with CFPB and HUD (www.cfpb.gov/housing)

to provide critical information about mortgage and

housing assistance available for borrowers affected

by COVID-19.


https://www.fhfa.gov/Media/PublicAffairs/Pages/Statement-from-FHFA-Director-Mark-Calabria-on-Coronavirus.aspx
https://www.fhfa.gov/Media/PublicAffairs/Pages/FHFA-Suspends-Foreclosures-and-Evictions-for-Enterprise-Backed-Mortgages.aspx
https://www.fhfa.gov/Media/PublicAffairs/Pages/FHFA-Extends-Foreclosure-and-Eviction-Moratorium.aspx
https://www.fhfa.gov/Media/PublicAffairs/Pages/FHFA-Suspends-Foreclosures-and-Evictions-for-Enterprise-Backed-Mortgages.aspx
https://www.fhfa.gov/Media/PublicAffairs/Pages/FHFA-Moves-to-Provide-Eviction-Suspension-Relief-for-Renters-in-Multifamily-Properties.aspx
https://www.fhfa.gov/Media/PublicAffairs/Pages/FHFA-Announces-Payment-Deferral-as-New-Repayment-Option-for-Homeowners-in-COVID-19-Forbearance-Plans.aspx
https://www.fhfa.gov/Media/PublicAffairs/Pages/FHFA-and-CFPB-Announce-Borrower-Protection-Program.aspx
https://www.fhfa.gov/Media/PublicAffairs/Pages/No-Lump-Sum-Required-at-the-End-of-Forbearance-says-FHFAs-Calabria.aspx
https://www.fhfa.gov/Media/PublicAffairs/Pages/FHFA-Announces-Tools-to-Help-Renters-Find-Out-if-They-are-Protected-from-Eviction.aspx
https://www.fhfa.gov/Media/PublicAffairs/Pages/CFPB-FHFA-HUD-Launch-Joint-Mortgage-and-Housing-Assistance-Website-for-Americans-Impacted-by-COVID-19.aspx
https://www.consumerfinance.gov/coronavirus/mortgage-and-housing-assistance/

Supporting Mortgage
Originators and Homebuyers

On March 23, FHFA directed the Enterprises to
streamline the appraisal, employment verification,
and loan closing processes to address frictions in
the mortgage origination process created by social

distancing and stay-at-home orders.

o On March 31 and May 5, additional changes and

extensions were made.

On May 19, FHFA announced that borrowers in
forbearance are eligible for refinance and new home

purchases under certain conditions.

Supporting Market Stability

On March 23, FHFA authorized the Enterprises
to enter into dollar roll transactions, which provide
liquidity to investors in mortgage-backed securities

(MBS).

On AEril 21, FHFA announced a four-month
limit on servicer advance obligations for loans
in forbearance and a requirement that loans in
COVID-19 forbearance remain in MBS pools for

the duration of the forbearance plan.

On April 22, FHFA allowed the Enterprises

to purchase certain single-family mortgages in
forbearance that meet Enterprise eligibility criteria.
Purchases of these previously ineligible loans helps
provide liquidity to mortgage markets and allows

originators to continue lending.

o On May 19, this temporary authority was
subsequently extended for mortgages with note
dates on or before June 30, 2020.

Supporting Paycheck
Protection Program (PPP)
Participants

On April 23, FHFA allowed Federal Home Loan
Banks (FHLBanks) to accept PPP loans as collateral

for advances to FHLBank members.

On May 11, FHFA approved the FHLBanks’
counting PPP-eligible entities as targeted

beneficiaries for Community Investment Cash

Advance (CICA) funding.
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https://www.fhfa.gov/Media/PublicAffairs/Pages/FHFA-Directs-Enterprises-to-Grant-Flexibilities-for-Appraisal-and-Employment-Verifications.aspx
https://www.fhfa.gov/Media/PublicAffairs/Pages/FHFA-Authorizes-Loan-Processing-Flexibilities-for-Fannie-and-Freddie.aspx
https://www.fhfa.gov/Media/PublicAffairs/Pages/FHFA-Extends-Loan-Processing-Flexibilities-for-Fannie-Mae-and-Freddie-Mac-Customers.aspx
https://www.fhfa.gov/Media/PublicAffairs/Pages/FHFA-Announces-Refinance-and-Home-Purchase-Eligibility-for-Borrowers-in-Forbearance.aspx
https://www.fhfa.gov/Media/PublicAffairs/Pages/FHFA-Authorizes-the-Enterprises-to-Support-Additional-Liquidity-in-the-Secondary-Mortgage-Market.aspx
https://www.fhfa.gov/Media/PublicAffairs/Pages/FHFA-Addresses-Servicer-Liquidity-Concerns-Announces-Four-Month-Advance-Obligation-Limit-for-Loans-in-Forbearance.aspx
https://www.fhfa.gov/Media/PublicAffairs/Pages/FHFA-Announces-that-Enterprises-will-Purchase-Qualified-Loans.aspx
https://www.fhfa.gov/Media/PublicAffairs/Pages/FHFA-Announces-Refinance-and-Home-Purchase-Eligibility-for-Borrowers-in-Forbearance.aspx
https://www.fhfa.gov/Media/PublicAffairs/Pages/FHFA-Supports-Small-Business-by-Allowing-FHLBanks-to-Accept-PPP-Loans-as-Collateral.aspx
https://www.fhfa.gov/PolicyProgramsResearch/Programs/AffordableHousing/Documents/CICA-PPP-Approval-Letter.pdf
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LIST OF COMMON
ABBREVIATIONS

AMA — Acquired Member Assets

AMI - Area Median Income

Bank Act — Federal Home Loan Bank Act of 1932

CDFI — Community Development Financial Institution

CRT - Credit Risk Transfer

GSP — Common Securitization Platform

GSS — Common Securitization Solutions, LLC

D&I - Diversity and Inclusion

Dodd-Frank Act — Dodd-Frank Wall Street Reform and
Consumer Protection Act of 2010

DTS — Duty to Serve

EEO — Equal Employment Opportunity

Enterprises — Fannie Mae and Freddie Mac

Fannie Mae — Federal National Mortgage Association

FHLBank(s) — Federal Home Loan Bank(s)

Freddie Mac — Federal Home Loan Mortgage Corporation

GAAP - Generally Accepted Accounting Principles

Ginnie Mae — Government National Mortgage Association

HERA — Housing and Economic Recovery Act of 2008

HPI - House Price Index

LIBOR - London Interbank Offered Rate

MBS — Mortgage-Backed Securities

OF - Office of Finance

PSPA — Senior Preferred Stock Purchase Agreement

Regulated Entities — Fannie Mae, Freddie Mac, and the
FHLBanks

Safety and Soundness Act — Federal Housing Enterprises
Financial Safety and Soundness Act of 1992

SOFR - Secured Overnight Financing Rate

UMBS - Uniform Mortgage-Backed Security

UPB — Unpaid Principal Balance

URLA - Uniform Residential Loan Application
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About the Federal Housing Finance Agency and the Annual Report

History of the Federal
Housing Finance Agency

Fannie Mae and Freddie Mac (the Enterprises) and the
Federal Home Loan Banks (FHLBanks) — collectively,
the regulated entities — operate in the secondary mortgage
market where they facilitate funding and liquidity

for financial institutions or other lenders making
residential mortgages. Congress created the FHLBank
System (in 1932), Fannie Mae (in 1938), and

Freddie Mac (in 1970) as private companies through
authorizing statutes that contain mission directives,
product authorizations and limitations, and corporate
powers, and that establish their relationships to federal
regulation, which has been entrusted to the Federal
Housing Finance Agency (FHFA) since 2008.

In 2008, Fannie Mae and Freddie Mac faced financial
crises. In the second half of 2007, the Enterprises
reported a combined net loss of $8.7 billion.! By

June 2008, as mortgage default rates and foreclosures
continued to increase across the country, the Enterprises
combined capital totaled just 1 percent of their
mortgage credit risk exposure, raising concerns about
their financial viability.? Congress passed bipartisan
legislation enhancing the ability of the federal
government to take control of Fannie Mae and Freddie
Mac with taxpayer support, and on July 30, 2008,
President George W. Bush signed into law the Housing
and Economic Recovery Act of 2008 (HERA), amending
the Federal Housing Enterprises Financial Safety and
Soundness Act of 1992 (Safety and Soundness Act).

In the Safety and Soundness Act as amended by HERA,
Congress created a framework for the Department of
the Treasury (Treasury) to provide emergency financial
support to the Enterprises. Through the Senior
Preferred Stock Purchase Agreements (PSPAs) and their
subsequent amendments, Fannie Mae and Freddie

Mac each were provided access to over $200 billion of

Treasury support. To date, the Enterprises together

have received $191.4 billion in taxpayer-funded draws
under the PSPAs.? Congress also established FHFA to
supervise, regulate, and oversee the housing missions
of the Enterprises and the FHLBank System. The
creation of FHFA blended several former government
entities: the Office of Federal Housing Enterprise
Oversight (OFHEQ), which previously regulated the
Enterprises; the Federal Housing Finance Board, which
previously regulated the FHLBanks; and legal and
regulatory staff from the Department of Housing and
Urban Development that previously oversaw Enterprise
compliance with their statutory missions and certain

affordable housing goals.

In addition to regulatory and supervisory authorities,
Congtess granted the director of FHFA the
discretionary authority to appoint the Agency as
conservator (which OFHEO possessed) or receiver of
the regulated entities upon determining that any of
these entities were in an unsafe or unsound condition
or met other criteria. On September 6, 2008, the
director of FHFA exercised this authority and placed
Fannie Mae and Freddie Mac into conservatorships.
Both Enterprises remain in conservatorships today

nearly 12 years later.

Congress created FHFA to “be an independent agency
of the Federal Government.”> FHFA’s authorities
related to safety and soundness supervision are
modeled on those available to the nation’s federal
financial regulatory agencies, including the Office

of the Comprtroller of the Currency, the Federal
Deposit Insurance Corporation (FDIC), the Board

of Governors of the Federal Reserve System, and

the National Credit Union Administration. FHFA’s
authorities as conservator and receiver are modeled on

those available to the FDIC.

' “The Rescue of Fannie Mae and Freddie Mac,” Federal Reserve Bank of New York, Staff Report No. 719, March 2015, at 9.

2 Id. at 10.
% Actual amount is $191.484 billion.

 The FHLBank System includes the 11 FHLBanks and the Office of Finance, a joint office of the FHLBanks.

5 12U.S.C. § 4511(a).
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Core Statutory Authorities
and Duties
The Safety and Soundness Act provides that FHFA’s

director “shall have general regulatory authority over
each regulated entity and the Office of Finance, and
shall exercise such general regulatory authority . . . to
ensure that the purposes of this Act, the authorizing
statutes, and any other applicable law are carried out.”®
Thus, the statute vests FHFA with the authorities,
similar to those of other prudential financial regulators,
to maintain the financial health of the regulated
entities. FHFA is responsible for supervising the
business and operations of the regulated entities to
ensure that they are safe and sound and aligned with
the missions set forth in their authorizing statutes.
FHFA exercises these regulatory and supervisory
authorities by issuing rules, policy guidance documents,

and regulatory orders.

The Safety and Soundness Act requires FHFA to fulfill
“two principal duties”:

A. to oversee the prudential operations of each

regulated entity; and
B. to ensure that—

i. each regulated entity operates in a safe and
sound manner, including maintenance of

adequate capital and internal controls;

ii. the operations and activities of each regulated
entity foster liquid, efficient, competitive, and
resilient national housing finance markets
(including activities relating to mortgages on
housing for low- and moderate-income families
involving a reasonable economic return that may

be less than the return earned on other activities);

iii. each regulated entity complies with this chapter and
the rules, regulations, guidelines, and orders issued

under this chapter and the authorizing statutes;

5 12U.S.C. § 4511(0)(2).
7 12U.S.C. § 4513@)(1).

iv. each regulated entity carries out its statutory
mission only through activities that are
authorized under and consistent with this

chapter and the authorizing statues; and

v. the activities of each regulated entity and
the manner in which such regulated entity is

operated are consistent with the public interest.”

To carry out its duties related to prudential oversight and
safety and soundness, FHFA establishes or implements
standards for the regulated entities and examines them —
both on-site and through required reporting — to assess
their financial condition and compliance with statutory
and regulatory requirements. Based on its assessments,
FHFA may require corrective actions, take enforcement
actions, and, if certain criteria are met, place a regulated

entity into conservatorship or receivership.

Supervision and Examination:
Safety and Soundness and

Risk Management
Under the Safety and Soundness Act, FHFA is

required to conduct annual on-site examinations of
the Enterprises and the FHLBanks “to determine
the condition of the regulated entity for purposes
of ensuring its financial safety and soundness” and
may conduct an examination whenever the director

determines it to be necessary or appropriate.®

For each regulated entity, FHFA prepares an annual
Report of Examination (ROE) that assigns examination
ratings and identifies weaknesses, deficiencies, and
violations of rule or regulation. The 2019 ROEs

were delivered to the directors and management of

the Enterprises in March 2020 and to the FHLBanks
periodically throughout the year based on FHFA’s

examination schedule.’

8 12 U.S.C. § 4517(a), (). Examination of the FHLBanks is also performed pursuant to Section 20 of the Federal Home Loan Bank Act. 12 U.S.C. § 1440.

9 Unless otherwise specified, all dates in this report refer to 2019.



About the Federal Housing Finance Agency and the Annual Report

For each regulated entity, FHFA uses a risk-based
approach to identify existing and emerging risks,
evaluate the effectiveness of risk management systems
and controls, and assess compliance with applicable
laws and regulations. FHFA assesses the remediation
of Matters Requiring Attention (MRA) previously
identified by FHFA examiners and whether and to
what extent the board of directors and management of
each regulated entity have responded to deficiencies and
weaknesses identified by internal audit departments and

external auditors.

FHFA’s examination activities include examinations
and ongoing monitoring. FHFA conducts targeted
examinations of the Enterprises, allowing for deep or
comprehensive assessments of the area under review,
and ongoing monitoring activities to analyze real-
time information and use those analyses to identify
Enterprise practices and changes in an Enterprise’s risk

profile that may warrant supervisory attention.

FHFA also conducts examinations and ongoing
monitoring of the FHLBanks and the Office of
Finance (OF). These examinations cover several
areas and are risk-focused and tailored to each
institution’s risk profile. The FHLBanks are also
monitored on an ongoing basis, which supports
examination activity and helps identify emerging risks

between annual examinations.

FHFA uses the CAMELSO rating system to report

its safety and soundness examination findings and
supervisory views.! Each regulated entity receives a
composite rating on its overall condition and individual
ratings for each of the framework’s seven components,
which are related to the regulated entity’s financial
condition and risk management: Capital, Asset quality,
Management, Earnings, Liquidity, Sensitivity to market

risk, Operational risk.!

Conservatorship Statutory
Authorities and Duties

FHEFA’s authority as both conservator and regulator
of the Enterprises is based upon statutory mandates,

which include the following conservatorship authorities
granted by HERA:

(D) ...take such action as may be—

i. necessary to put the regulated entity in a sound

and solvent condition; and

ii. appropriate to carry on the business of the
regulated entity and preserve and conserve the

assets and property of the regulated entity."?

Continuing the business of the Enterprises in
conservatorships also incorporates the above-referenced
responsibilities that are enumerated in 12 U.S.C. §
4513(a)(1).

Additionally, under the Emergency Economic
Stabilization Act of 2008, FHFA has a statutory
responsibility in its capacity as conservator to
“implement a plan that seeks to maximize assistance
for homeowners and use its authority to encourage the
servicers of the underlying mortgages, and considering
net present value to the taxpayer, to take advantage

of... available programs to minimize foreclosures.”"?

10 See FHFA Examination Rating System, Advisory Bulletin AB 2012-03 (December 19, 2012).
" The FHLBanks’ Office of Finance is not a regulated entity; it receives only two component ratings and a composite rating.

212 U.S.C. § 4617(0)2)D).
1842 U.S.C. § 5220(b)(1).
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Background on the
Regulated Entities

The Enterprises are not government agencies; rather
they are private, shareholder-owned corporations and
their common stock is traded in securities markets.

‘The Enterprises were created by Congress to provide
stability in the secondary housing finance market and
promote access to mortgage credit throughout the
United States by increasing the liquidity of mortgage
investments and improving the distribution of investment

capital available for residential mortgage financing.'

In the primary mortgage market, lenders loan money to
borrowers to finance the purchase of a single-family home
or a multifamily property (a residential building with five
or more units). Mortgage servicers, sometimes the same
entity as the lender, collect monthly mortgage payments
from borrowers and manage the loans. The Enterprises
transform bundles of single-family mortgages into collateral
for financial instruments called mortgage-backed securities
(MBS), and sell to investors a portion of the cash flows
that come, via the servicers, from the loans underlying the
MBS. The Enterprises guarantee the principal and interest
payments to investors on behalf of mortgage borrowers
and charge lenders a guarantee fee for taking on the credit
risk associated with the purchased mortgages. The

Enterprises also purchase multifamily mortgages.

The Federal Home Loan Bank Act of 1932 established
the FHLBank System. The current system includes
11 districc FHLBanks, each serving a designated
geographic area of the United States, and OF which
issues consolidated obligations to fund the FHLBank
operations. Each FHLBank is a private, member-
owned cooperative that provides a reliable source of
liquidity to member financial institutions by making
loans, known as advances, to member institutions
and housing associates. The FHLBanks secure these
advances with eligible collateral, which consists
primarily of single-family mortgages, multifamily
mortgages, government and agency securities, and

commercial real estate loans.

4 See 12 U.S.C. § 1716 (Fannie Mae); 12 U.S.C. § 1451 note (Freddie Mac).

Values and Organization
of the Federal Housing
Finance Agency

Four core values guide and inform FHFA’s work at
every level. Respect: We strive to act with respect for
our public mission, our regulated entities, and each
other, to share information and resources, to work
together in teams, and to collaborate to solve problems.
Excellence: We aspire to excel in every aspect of our
work and to seek better ways to accomplish our mission
and goals. Integrity: We are committed to the highest
ethical and professional standards to inspire trust and
confidence in our work. Diversity: We seek to promote
diversity and inclusion in our employment and business

practices and those of our regulated entities.

FHFA’s workforce includes highly skilled examiners,
economists, financial and policy analysts, attorneys, and
subject matter experts in banking, housing, insurance,
technology, accounting, and the law. The director

sets the course for the Agency, which is organized into

divisions and offices.

In January 2020, FHFA realigned its structure

to strengthen the Agency’s regulatory capabilities

and prepare both the Agency and the Enterprises

to responsibly exit and operate safely outside of
conservatorship. Below is a summary of FHFA’s
principal organizational units and their responsibilities
as of December 31, 2019 and the key changes
implemented in January 2020, including the creation

of two new divisions and one new office.

The Office of the Director provides overall leadership
and strategic direction for the Agency. The Office of
Congressional Affairs and Communications resides
in the Office of the Director and is responsible for all

external and internal communications.

The Office of the Chief Operating Officer oversees
FHEFA’s day-to-day support operations, including
financial planning and budgeting, human resource
management, information technology, facilities

management, continuity of operations, contracting,
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quality assurance, program management, and audit
follow-up functions. The office leads FHFA’s efforts
related to strategic planning and performance

management and reporting.

The Division of Enterprise Regulation (DER)
supervises the Enterprises and evaluates the safety and
soundness of their financial condition and operations.
World-class supervision of the Enterprises is critical to
fulfilling the Agency’s mission of fostering competitive,
liquid, efficient and resilient (CLEAR) national housing
finance markets, and to preparing the Enterprises

to responsibly exit the conservatorships. Using a
risk-based supervisory approach, DER examiners
conduct oversight through targeted examinations,
ongoing monitoring and analysis activities, and issuing
supervisory guidance to the Enterprises. DER prepares
annual ROEs that identify supervisory findings,
recommendations, and matters requiring Enterprise
attention to ensure their safety and soundness. The
division also provides support and advice to the Agency
on supervisory issues, development of FHFA policy,

and internal FHFA management activities.

‘The Division of Federal Home Loan Bank
Regulation (DBR) supervises the FHLBanks and
OF to ensure their safe and sound operation. DBR
oversees and directs FHLBank examination activities,
develops examination findings, and prepares ROEs.
DBR monitors and assesses the financial condition
and performance of the FHLBanks and OF and tests
their compliance with laws and regulations through
annual on-site examinations, periodic visits, and off-
site monitoring and analysis. The division establishes
supervisory policy and regulation for the FHLBanks
and conducts FHLBank-focused assessments. DBR
also conducts Affordable Housing Program (AHP)
examinations at each FHLBank annually to assess
compliance with program regulations and to evaluate
the effectiveness of each FHLBank’s AHP.

‘The Division of Housing Mission and Goals
(DHMG) develops and administers FHFA’s housing
and regulatory policy and the mission of the Enterprises
and the FHLBanks. DHMG develops regulations

for and oversees implementation of affordable

housing goals and duty to serve requirements for

the Enterprises, as well as affordable housing goals

and the AHP, Community Investment Program, and
Community Investment Cash Advances program of the
11 FHLBanks.

DHMG also monitors the Enterprises and FHLBanks
for fair lending risk and conducts fair lending risk
assessments and compliance reviews on the policies,
programs, and activities of the regulated entities. In
January 2020, DHMG created an Office of Multifamily
Analytics and Policy to focus on policy development
and analysis related to multifamily markets and
realigned its Office of Housing and Regulatory Policy
dedicated to single-family housing finance activities.
DHMG coordinates FHFA activities related to policy
development and analysis affecting housing finance
and financial markets, and in support of FHFA’s
mission and the director’s responsibilities as a member
of the Federal Housing Finance Oversight Board, the
Financial Stability Oversight Board, and the Financial
Stability Oversight Council.

The Division of Conservatorship (DOC) was renamed
the Division of Resolutions (DOR) in January

2020 to reflect its primary and long-run function

and to align FHFA with other safety and soundness
regulators. In 2019, the division assisted the director,
as conservator, in carrying out conservatorship
obligations and preparing the Enterprises to responsibly
exit conservatorship. In the short run, DOR work will
continue this work begun by DOC, which involves
facilitating communication between the Enterprises and
FHFA as conservator to ensure that emerging issues are
identified and resolved in a prompt and timely manner.
It also involves working with the Enterprises’ boards

of directors and senior management to accomplish the
goals of the conservatorships. In the long run, DOR
will oversee FHFA’s resolution responsibilities, such

as developing living wills and other contingency plans
that will enable the Agency to resolve in a safe, sound,
and timely manner issues related to financial stress,

instability, and insolvency at the regulated entities.
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The Office of Minority and Women Inclusion
(OMW1I) leads FHFA’s efforts to advance diversity
and inclusion (D&I) among its workforce, including
senior management, and supervises and examines

the regulated entities’ D&I programs. OMWT is
responsible for increasing the participation of minority-,
women-, and disabled-owned businesses in FHFA
programs and contracts. This includes establishing
and upholding standards for coordinating technical
assistance to such businesses and evaluating the good
faith efforts of FHFA contractors. OMWI assesses the
D& policies and practices of the regulated entities
and issues supervisory guidance and communicates
examination findings such as recommendations and
MRASs to ensure their compliance with D&I laws and
regulations. In 2019, OMWI was responsible for
developing internal Equal Employment Opportunity
(EEO) standards and ensuring Agency compliance
with EEO laws and regulations, functions that were
transitioned in January 2020 to the new Office of Equal
Opportunity and Fairness.

The Office of General Counsel (OGC) supports the
policy initiatives of the director within the framework of
the statutes that the Agency is charged with administering
and other applicable laws. OGC lawyers advise and
support the director, executives, and FHFA staff on legal
matters related to the functions, activities, and operations
of FHFA and its regulated entities. The office provides
support for regulations, enforcement actions, and
supervision, conservatorship, and policy functions;
brings and defends litigation; supports compliance
with laws and regulations applicable to federal agencies;
analyzes pending legislation and advises the director
and Agency staff; and coordinates legal matters with

other government agencies.

The Division of Accounting and Financial Standards
(DAFS) was created in January 2020 to elevate the
cross-agency roles of FHFA’s Office of the Chief
Accountant and Office of the Ombudsman. DAFS
enables FHFA’s accounting expertise to inform and
support all Agency divisions and offices, identify
financial institution trends and best practices, engage
with external standard-setters, and provide guidance

on fraud and related risks. It also assists with Federal

Housing Finance Oversight Board responsibilities. The
Office of the Ombudsman considers and helps resolve
complaints and appeals from any regulated entity,

OF or any person who has a business relationship

with a regulated entity or OF, concerning any matter
relating to FHFA’s regulation and supervision. Neither
FHFA nor any of its employees may retaliate against

a regulated entity, OF or a person for submitting a

complaint or an appeal to the Office of the Ombudsman.

The Division of Research and Statistics (DRS),
created in January 2020, builds on and strengthens
FHFA’s economic research and data analytics functions,
which are core competencies of effective regulators.
DRS serves as a research, data, and statistical analysis
center to support FHFA’s divisions and offices engaged
in oversight, supervision, rulemaking, and policy
development. It examines trends and risks in housing
finance markets, advances modeling capabilities,
develops and maintains data, and evaluates policy
impacts. DRS also engages with research communities

across the public.

The Office of Equal Opportunity and Fairness
(OEOQOF), created in January 2020, houses FHFA’s
EEO, anti-harassment, and alternative dispute
resolution (ADR) functions, creating a specialized
service center for employees dealing with harassment,
bullying, discrimination, or retaliation in the
workplace. In addition to complaint processing,
compliance reporting, harassment prevention, and
ADR, OEOF provides training, guidance, and
analysis to foster a model EEO workplace free from

discrimination and harassment.

The Office of Inspector General (OIG) conducts
independent audits, evaluations, and investigations to
help FHFA achieve its mission and goals and guard
against waste, fraud, and abuse. OIG informs the
director, Congress, and the public of any problems or
deficiencies relating to programs and operations. OIG
activities assist FHFA staff and program participants by
ensuring the effectiveness, efficiency, and integrity of

FHFA’s programs and operations.
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Fulfilling the Federal
Housing Finance Agency’s
Statutory Duties

Article I, Section 8 of the United States Constitution
states, “All legislative powers herein granted are vested”
—and vested exclusively — “in a Congress of the United
States.” By contrast, the powers and responsibilities of the
Federal Housing Finance Agency (FHFA), an independent
regulator of the federal government, are limited to faithfully
executing the laws. Therefore, the role of FHFA

director is to carry out the clear intent of Congress.

The Federal Housing Enterprises Financial Safety

and Soundness Act of 1992 (Safety and Soundness
Act) identifies three lawful purposes of FHFA as

cither conservator or receiver: namely, “reorganizing,
rehabilitating, or winding up the affairs of a regulated
entity.” FHEA’s authorities as conservator include

taking “such action as may be (i) necessary to put the
regulated entity in a sound and solvent condition; and,
(ii) appropriate to carry on the business of the regulated
entity and preserve and conserve the assets and property
of the regulated entity.” By contrast, FHFA’s authorities
as receiver are designed to achieve the two other purposes
— “reorganizing” and “winding up” — in the event

that a regulated entity is unable to return to financial
viability. As receiver, the Safety and Soundness Act
grants FHFA the powers to “place the regulated entity in
liquidation and proceed to realize upon the assets of the
regulated entity in such a manner as the Agency deems

appropriate,” or to “organize a successor enterprise.”'?

FHFA is legally bound, as conservator or receiver, to
direct its supervision and regulation of the Enterprises
toward one of these three outcomes: (1) reconstitute
the Enterprises into a successor entity or entities;

(2) restore the Enterprises to a state of financial
solvency and shareholder control; or (3) terminate the
Enterprises and liquidate their assets. None of these
three outcomes involve indefinite government control
of Fannie Mae and Freddie Mac. Therefore, responsibly
ending the Enterprise conservatorships is one of FHFA’s

goals first and foremost because the statute requires it.

912 U.S.C. § 4617(0)(2)(E), ().

A precondition for responsibly ending the
conservatorships is that the Enterprises must be well-
regulated and well-capitalized, such that Fannie Mae
and Freddie Mac are capable of operating outside of
the conservatorship framework in a safe and sound
manner that meets their core mission responsibilities

to support sustainable homeownership and affordable
rental housing. To that end, in 2019, FHFA began to
transition toward, and make progress toward achieving,
three new goals that are aligned with the Agency’s

statutory responsibilities:

1. Cement FHFA as a world-class regulator to ensure
that the regulated entities operate in a safe and

sound manner.

2. DPrepare the Enterprises to responsibly exit
conservatorships by calibrating their risk to match

their capital.

3. Foster competitive, liquid, efficient, and resilient

(CLEAR) national housing finance markets.

World-Class Regulator

Prior to ending the conservatorships, FHFAs
supervision of the Enterprises must be strong and well-
executed. All supervisory and oversight procedures and
systems must ensure that FHFAs examination work

is consistently rigorous, timely, and effective, and that
additional resources are efficiently allocated to meet

the needs of critical areas such as risk modeling and
information technology. In 2019, FHFA’s Enterprise
examination program, which includes on-site examiners
at both Fannie Mae and Freddie Mac, implemented

a range of examination plans aimed at ensuring safety

and soundness.

First, FHFA accounting experts continued their
oversight of the Enterprises’ adoption of the new Current
Expected Credit Loss (CECL) accounting standard.
Second, FHFA published guidance to clarify certain
supervisory expectations, providing supplemental
detail to the Agency’s Prudential Management and
Operating Standards. Third, FHFA issued new advisory

bulletins addressing business resiliency management,



fraud reporting by Fannie Mae and Freddie Mac, and

Enterprise-wide compliance risk management.

In addition to the supervision and regulation of

the Enterprises, a vital role of FHFA is to oversee

the Federal Home Loan Bank (FHLBank) System.

In 2019, FHFA’s Division of Bank Regulation

(DBR) conducted on-site examinations of all eleven
FHLBanks. These examinations concluded that the
financial conditions of all eleven FHLBanks were
satisfactory. They also identified deficiencies in certain
areas, especially in operational risk for one FHLBank,
and put forward recommendations to address them
in the normal course of business. In addition, DBR
completed eleven Affordable Housing Program
examinations, including advances and grants for

housing and economic development.

A key source of FHFA’s success is the Agency’s
commitment to diversity. FHFA has one of the

most diverse workforces amongst federal financial
regulatory agencies. To cement FHFA as a world-class
regulator, the Agency is strengthening its commitment
to minority and women inclusion in examination
processes, hiring practices, and procurement and
supplier policies. For instance, in 2019, FHFA created
and approved funding for a new executive Associate
Director position within the Office of Minority

and Women Inclusion for diversity and inclusion

examinations of all FHFA’s regulated entities.

Responsibly Ending the
Conservatorships

Capital is the foundation of safety and soundness
regulation. Therefore, building capital at each Enterprise
to match its risk profile is a precondition for responsibly
exiting the conservatorships. As of December 31, 2019,
the Enterprises owned or guaranteed approximately
$5.7 trillion in single-family and multifamily mortgages,
or nearly half the market. Yet, for most of 2019, the
Enterprises were limited to just $6 billion in allowable
capital reserves. This put their combined leverage ratio at

nearly a thousand to one.

In September 2019, the Department of the Treasury
and FHFA signed a letter agreement modifying the

terms of the Preferred Stock Purchase Agreements.

The Director’s View

Under this modification, the Enterprises can retain
capital of up to $45 billion combined. As a resul,

by the end of 2019, capital at the Enterprises nearly
tripled. This is a significant step forward. But

more work remains. As of December 31, 2019,

the Enterprises’ combined leverage ratio stood

at approximately over three hundred to one. By
comparison, the nation’s largest banks have an average

leverage ratio of around ten to one.

In October 2019, FHFA published 7he 2019 Strategic
Plan for the Conservatorships of Fannie Mae and Freddie
Mac (Strategic Plan), which provides a framework

for how FHFA intends to guide the Enterprises in
accordance with FHFA's statutory authority and

duty to responsibly end the conservatorships. The
new Strategic Plan also lays the foundation for the

Enterprises to raise private capital.

Premised on a new vision for reform that builds from
the current realities of conservatorship toward a better

housing finance system, the Strategic Plan will benefit:

* Taxpayers, by ensuring that the Enterprises should

never need another bailout,

* Homeowners, borrowers, and renters, by supporting
market stability and ensuring mortgage credit
availability for affordable housing through the

economic cycle, and

 Investors, by ensuring America’s secondary mortgage

market is strong and resilient.

In October 2019, FHFA also released the 2020
Scorecard for the Enterprises and Common Securitization
Solutions (2020 Scorecard). The 2020 Scorecard aligns
tactical priorities and execution at the Enterprises to
the Strategic Plan and serves as an essential tool in
holding the Enterprises accountable for the effective
implementation of the Strategic Plan. The three broad
objectives of the Strategic Plan and 2020 Scorecard are

to ensure that the Enterprises:

1. Focus on their core mission responsibilities to foster
competitive, liquid, efficient, and resilient (CLEAR)
national housing finance markets that support
sustainable homeownership and affordable

rental housing,
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2. Operate in a safe and sound manner appropriate for

entities in conservatorships, and

3. Prepare for their eventual exit from

the conservatorships.

The 2020 Scorecard requires the Enterprises to focus
on their core mission responsibilities. This includes
fulfilling their housing goals and Duty to Serve Plans
with sustainable mortgage programs, ensuring that strong
liquidity in the To-Be-Announced (TBA) secondary
mortgage market continues by monitoring the Uniform
Mortgage-Backed Security (UMBS) implementation
and taking any additional actions necessary to ensure
continued TBA liquidity, and implementing FHFA’s
regulation on credit score models. The 2020 Scorecard
will also focus on successfully implementing ongoing
initiatives related to managing the multifamily housing
funding cap, preparing for an effective transition

from LIBOR (London Interbank Offered Rate) to
alternative reference rates, continuing to support market
participants’ needs to serve borrowers with limited
English proficiency, and implementing the new Uniform
Residential Loan Application (URLA). In addition, the
Enterprises are to support actions that level the playing
field with other mortgage market participants, including
supporting efforts to revise the Consumer Financial
Protection Bureau’s Qualifying Mortgage standard and
assessing additional data that can be made publicly
available to support risk-transfer activities. They are also
to assess opportunities to support state and local efforts
to reduce housing production costs and lower the cost of

providing mortgage finance.

In addition to meeting the above core mission
responsibilities, the Enterprises are expected to devote
substantial resources to ensuring that they operate in a safe
and sound manner. FHFA expects the Enterprises to review
their risk profiles across all business activities, with the goal
of reducing both the risk and complexity of their businesses,
given their conservatorship status and limited capital.

In addition, they are to continue transferring significant
credit risk to the private market through credit risk transfer
(CRT) products and supporting FHFA’s comprehensive
review of the CRT program’s costs and benefits. They
are also to implement business management and capital
planning capabilities to operationalize the conservator

Capital requirements; continue mortgage servicing efforts

that promote stability and readiness for a more challenging
market; and focus on core operations and technology

management to ensure stability, resiliency, and efficient
operations, both within the Enterprises and at their joint

venture, Common Securitization Solutions, LLC (CSS).

Finally, and perhaps most importantly, under the 2020
Scorecard, the Enterprises are directed to undertake
activities to prepare for a responsible transition out of the
conservatorships. This includes the Enterprises working
with FHFA to develop the road map and milestones

for exiting conservatorship and conducting activities as
directed by FHFA arising from recommendations in the
reform plans developed by the Department of the Treasury
and Department of Housing and Urban Development.
The Enterprises are also to develop and implement
strategies that ensure the efficient use of capital targeted
to support their core guarantee business with adequate
returns to attract the private capital needed; develop a
post-conservatorship strategy for CSS; maintain an effective
process to ensure that areas identified for improvement by
audit and supervisors are remediated in a timely manner;
and maintain a sustainable, effective process for fair lending
assessment, monitoring, and mitigation to prepare for a
transition to post-conservatorship fair lending supervision

and oversight.

Fostering Competitive,
Liquid, Efficient, and
Resilient National Housing
Finance Markets

In addition to strengthening the Agency’s regulatory and
supervisory capabilities and preparing the Enterprises to
responsibly exit the conservatorships, in 2019, FHFA
also implemented new policies that fulfill the Agency’s
statutory responsibility to foster CLEAR national

housing finance markets.

Revised Multifamily Caps to Prioritize
Affordable Housing

In September, FHFA revised the Enterprise multifamily
loan purchase caps to ensure a strong focus on their
statutory mission while not crowding out private

capital. The new caps provide ample support to the



multifamily market with a combined $200 billion in
purchase capacity through 2020, while closing loopholes
that allowed the Enterprises to displace private capital
where such other sources of financing were available.
Importantly, the new cap framework increased the levels
of the Enterprises’ multifamily business that is mission-

driven, affordable housing to at least 37.5 percent.

Protected Equitable Market Access
for Small Lenders

In September 2019, FHFA issued formal policy
guidance to the Enterprises prohibiting volume-based
guarantee fee discounts in order to provide a level
playing field for small lenders. A central reason for

the existence of Fannie Mae and Freddie Mac is to
provide small lenders, community banks, and credit
unions with access to the secondary market. Large
market entities have access to varied sources of liquidity
and the scale to access Wall Street liquidity through
securitization. Smaller lenders rely on the liquidity
provided by the Enterprises. But access alone is not
sufficient. Small lenders must have access at terms that

are equitable with larger entities.

In the lead up to the 2008 financial crisis, large
financial institutions that controlled substantial market
share received significant guarantee fee discounts from
the Enterprises because of their volume. These volume-
based discounts disadvantaged smaller institutions

and drove consolidation that was not healthy for the
market. FHFA’ formal policy guidance implements the
principle of “same rate of the return for the same risks,
regardless of size.” This principle supports equitable
access for small lenders while appropriately allowing for
guarantee fees to reflect differences that may exist in the

risk profiles between lenders of different size.

Ended Enterprise Pilots That Fall
Outside Core Guarantee Business

One of FHFA's priorities is to focus the Enterprises

on their core mission responsibilities, which include
fostering CLEAR national housing finance markets.
Therefore, FHFA is actively reviewing Enterprise pilots
and new programs to ensure that they align with activities

core to the Enterprises’ guarantee business and statutory

The Director’s View

mission, mitigate risk, and are essential to end the
conservatorships. An example is the Mortgage Servicing
Rights (MSR) pilot. The MSR pilot essentially allowed
the Enterprises to become financiers to non-bank lenders,
who, in turn, used their servicing rights as collateral. FHFA
determined that a wide assortment of alternative sources

of private capital and financing were readily available

and, in September 2019, announced the end of the MSR
pilot. The pilot, in which only Freddie Mac chose to
participate, is being wound down in a responsible and

orderly manner.

Next Steps for Common Securitization
Solutions, LLC, and the Common
Securitization Platform

Next steps for CSS and the Common Securitization
Platform (CSP) can be divided between short-term
and longer-term objectives. In the short term, CSS

is focusing on ways to enhance CSP efficiency by
reducing the need for manual interventions and

taking advantage of newer technologies that can

reduce cost. These include database consolidation

and software designed specifically for cloud-based
computing. CSS is evaluating the costs and benefits

of several projects, such as redesigning the disclosure
module or restructuring the CSP database to reduce
processing time. In addition, CSS is continually
enhancing the CSP code on a scheduled basis as part
of its new production routine. For the longer term,
CSS is working with the Enterprises and FHFA to
identify opportunities to expand the range of services it
provides. Such opportunities are expected to arise from
the evolution of technologies, financial markets, and

business processes at the Enterprises.

The future of CSS and the CSP depends on the direction
of housing finance reform taken by the Administration
and Congress. CSS and the CSP were designed to
accommodate other market participants if policymakers
move in that direction. Opening CSS and the CSP

to new users will, however, require more, and perhaps
significant, work for both CSS and the new users.
FHFA will continue its oversight and will work with the
Administration, Congress, and other stakeholders as the

direction of housing finance reform evolves.
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Coordinate with the Federal Housing
Administration to Address Overlaps

An important mechanism for the Enterprises to match
their risk profiles to their capital levels, and thereby
prepare to responsibly exit their conservatorships,

is addressing overlaps with the Federal Housing
Administration (FHA). Thoughtfully addressing these
overlaps makes sense for both the Enterprises and FHA
because they were created to perform different roles

in our housing finance system. FHA exists to support
borrowers who would be served poorly — or not at all —
by private capital. The Enterprises play an important
role in supporting access to credit through low down
payment lending and their Duty to Serve programs
and Affordable Housing Goals. FHFA expects the
Enterprises to continue those activities to ensure that
borrowers and lenders continue to have a choice in the
market. But the Enterprises have a different model
than the fully taxpayer-backed FHA. Enterprise risks
must be supported by private capital. Their activities
are expected to earn “a reasonable economic return.”
The Enterprises must be able to withstand a serious
economic downturn and their loans must be sustainable

through the cycle.

In 2019, FHFA and FHA started to address these
overlaps. Our approach is to focus each program

on fulfilling its distinct mission, while ensuring the
secondary market continues to provide liquidity

and access to credit. In order to responsibly exit the
conservatorships, the Enterprises must not stretch to
serve borrowers who are better served by FHA. This is

critical to not repeating the mistakes of the 2008 crisis.

Comprehensive Review of the
Credit Risk Transfer Program

CRT will continue to be a component of the Enterprises’
approach to risk management. Continuing to transfer risk
to private sources of capital both reduces risk to taxpayers

and provides a measure of market discipline otherwise

lacking under conservatorship. Given the growth and
total size of the CRT program, FHFA is conducting, with
the Enterprises’ assistance, a comprehensive review of the
program, including costs and benefits, to better inform
future direction. This program is now more than six years
old, providing credit enhancement on approximately

$3 trillion of Enterprise guaranteed mortgage loans.

Addressing High-Risk Loans
In 2019, at FHFA direction, the Enterprises began

to take measured steps to address high-risk loans. For
instance, 25 percent of Enterprise loan acquisitions had
high debt-to-income (DTI) ratios (exceeding 43 percent)
by the end of 2019, down from 34 percent in December
of the previous year.' A borrower’s likelihood of default
is positively correlated with their number of risk factors,
particularly high-risk factors such as high loan to value,
low credit score, and high DTT ratios. If a borrower
has just one high-risk factor, there may be ways to offset
it with other compensating factors. But the chance of
default is driven up when the same borrower has more

than one such risk layered on top of the other.

Post-crisis, the proportion of layered-risk loans purchased
by the Enterprises was low, but the rate began increasing
in 2017. To address this risk, FHFA has worked

with the Enterprises to reduce loan acquisitions with
multiple risk factors. As of December 31, 2019, these
measured changes did not have a material impact on
the availability of mortgage credit in the single-family
market. Reducing risk at the Enterprises and preparing
them to withstand periods of financial stress is not
optional — it is foundational to why FHFA exists, and it is
essential to preserving the Enterprises affordable housing
support. As the 2008 financial crisis illustrated, when
the Enterprises fail, it restricts their ability to support
affordable lending. Aligning their risk with their capital
ensures that, when the housing market experiences
serious financial stress, the Enterprises can still support
sustainable homeownership for borrowers across the

income spectrum. "’

"6 In December 2019, 28 percent of Enterprise purchase acquisitions, 22 percent of rate and term refinance acquisitions, and 27 percent of cash-out refinances had

DTl ratios greater than 43 percent.

7 The COVID-19 national emergency affirmed the importance of the Enterprises’ missions to serve the American housing market across the economic cycle,
particularly during periods of financial stress when low- and moderate-income households are hurt most. Ensuring that the Enterprises’ risk profiles match their
capital levels is critical to enabling them to weather crises and continue fulfilling their statutory mission during downturns.
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As detailed in this annual report, the Federal Housing
Finance Agency (FHFA) made progress in 2019 to
ensure that each regulated entity operates in a safe and
sound manner and that the operations and activities of
each regulated entity foster liquid, efficient, competitive,
and resilient national housing finance markets over

the economic cycle, in particular during periods of
financial stress. Notably, Fannie Mae and Freddie Mac
(the Enterprises) reduced their combined leverage ratio
from nearly a thousand to one to approximately three
hundred to one during 2019. FHFA recently proposed a
new regulatory capital framework for the Enterprises and
continues to develop a roadmap, with clear and appropriate

milestones, to responsibly end the conservatorships.

Notwithstanding FHFA’s administrative actions, the
nation’s housing finance system remains in urgent need
of comprehensive reform. Only Congress can address
the flaws in the structure of the housing finance system
that were at the root of the 2008 financial crisis and

that continue to pose risk to taxpayers and financial
stability. Reform remains overdue, and Congress should
advance legislation to enhance the safety and soundness
of the regulated entities and move our country toward a
stronger and more resilient housing finance system.

To that end, FHFA needs to be strengthened with
additional regulatory and supervisory authorities to prepare
for an eventual post-conservatorship environment and to
solidify itself, consistent with congressional intent, as a
world-class regulator. To ensure the Enterprises are well
regulated and well capitalized outside of conservatorship,
FHFAs authorities should be on par with those of other
independent federal financial regulators. Specifically,
and pursuant to the statutory requirements related to
this annual report, FHFA recommends that Congress
consider the following legislative reforms.

Chartering Authority

FHFA reiterates its recommendation that Congress
provide FHFA with chartering authority, similar to that
of other federal financial regulators such as the Office
of the Comptroller of the Currency. Such authority
would enable FHFA to charter competitors to the
Enterprises. In the lead up to the financial crisis, the
duopoly market structure, together with the Enterprises’
congressional charters, size, and systemic importance,
created a perception that the Enterprises were “too big
to fail.” Relying on that perception, each Enterprise was
able to borrow at interest rates close to that of the debt

of the federal government while maintaining unsafe and
unsound levels of leverage. That and other regulatory
advantages over private-sector competition fueled the
Enterprises’ rapid growth, while the Enterprises” leverage
shifted risk to taxpayers, created moral hazard, and
incentivized excessive risk taking.

Moving beyond the duopoly market structure is
critical to ending taxpayer bailouts of “too big to fail”
institutions. Chartering competitors would reduce the
systemic importance of each Enterprise. That in turn
would enhance FHFA’s capacity to resolve an insolvent
Enterprise, mitigate moral hazard, increase market
discipline, and protect taxpayers against future bailouts.
Newly chartered competitors also would increase
efficiency and innovation within the national housing
finance markets, driving down costs for borrowers and
leading to new products and advances in underwriting.

To foster a level playing field, the congressional grant
of chartering authority should permit FHFA to re-
charter each Enterprise on the same charter that would
be available to newly chartered competitors. That
generally available charter should continue to require
the re-chartered Enterprises and their competitors

to support equitable access to the secondary market.
To enhance safety and soundness regulation, FHFA
should, like the federal banking regulators, have the
authority to revoke an FHFA-granted charter in the
event of ongoing mismanagement or other limited
circumstances that threaten safety and soundness.

Service Provider Examination

The regulated entities rely on third-party service providers
for a wide range of services, some of which are critical

to their operations. These third-party relationships

can pose risks related to information security, business
continuity, and other safety and soundness issues. The
Enterprises, for example, rely on non-bank servicers

to collect payments from borrowers, advance some
payments to investors in mortgage-backed securities,

and perform loss mitigation on non-performing loans.
Like the federal banking regulators, FHFA expects each
regulated entity to implement a program to manage these
third-party risks. Unlike the federal banking regulators,
however, FHFA does not have the statutory authority to
examine a regulated entity’s service providers. As a result,
FHFA must rely on provisions in the regulated entities
third-party contracts to obtain access to information
about service providers that is necessary to fulfill FHFA’s
statutory safety and soundness responsibilities.



The Financial Stability Oversight Council and the
Government Accountability Office each recommended
that Congress authorize FHFA to examine third parties
that do business with the regulated entities, and FHFA
continues to concur with those recommendations.
Specifically, FHFA recommends that Congress authorize
FHFA to examine the records, operations, and facilities
of each material service provider to a regulated entity

for the limited purpose of identifying practices that
could pose a safety and soundness risk to the regulated
entity. Examination authority is distinct from regulatory
authority, and FHFA is not requesting the authority to
supervise or regulate these other market participants.

A limited and tailored grant of examination authority,
similar to that already provided to other federal safety and
soundness regulators, should similarly position FHFA

to achieve its statutory mandate to ensure the safe and
sound operations of the regulated entities.

Regulatory Capital

In 2008, Congress amended FHFA’s authorizing statute
to give FHFA relatively broad authority to prescribe
regulatory capital requirements for the Enterprises. The
2008 amendments, however, did not remove some of
the outdated definitions of regulatory capital from the
original authorizing statute. Unlike the U.S. banking
framework, these statutory definitions do not expressly
authorize FHFA to provide by regulation for deductions
or other adjustments for deferred tax assets (DTAs)

and other capital elements that tend to have less loss-
absorbing capacity during a period of financial stress.

The shortcomings in the statutory definitions of capital
could pose safety and soundness risks. During the financial
crisis, market confidence in the Enterprises collapsed in
mid-2008 even when Fannie Mae and Freddie Mac had
total capital, as defined by statute, of $55.6 billion and
$42.9 billion, respectively. Questions about the Enterprises
solvency likely arose in part due to their sizeable DTAs,
which had less loss-absorbing capacity during a period
of negative income but still counted toward regulatory
capital. In fact, after deducting its DTAs, Freddie Mac
would have had a negative net worth as of June 30, 2008.

FHFA’s proposed regulatory capital framework for the
Enterprises, as set forth in the recent notice of proposed
rulemaking, would mitigate the risk posed by the
current statutory definitions of capital by prescribing
supplemental capital requirements based on definitions
of regulatory capital used by the federal banking
regulators. While these supplemental requirements

Legislative Recommendations

should ensure that each Enterprise maintains adequate
high-quality regulatory capital, the supplemental
requirements introduce some added complexity to an
already complex framework. If Congress gave FHFA
the same flexibility as the federal banking regulators by
amending or removing the statutory capital definitions,
FHFA could simplify the proposed capital rule.

Fostering Competitive
National Housing
Finance Markets

Prior to their rapid growth in the 1980s and 1990s, the
Enterprises’ market share was historically much smaller
than it is today. The Enterprises’ footprint further
increased during the 2008 financial crisis, as might
have been expected. However, the Enterprises’ role has
not scaled back since, notwithstanding the more than
10 years of post-crisis economic expansion. This has
left the housing finance system at risk of an even larger
and more unprecedented role for the Enterprises in the
event of another serious downturn.

As described in the Housing Reform Plan released by
the Department of the Treasury in September 2019,
FHEFA agrees that a driver of the Enterprises’ growth has
been a regulatory framework that has become biased

in favor of Enterprise-supported mortgage lending.
FHEFA’s proposed regulatory capital framework is an
important step toward reducing the gap between the credit
risk capital requirements of banking organizations and
those that apply to the Enterprises with respect to similar
mortgage exposures. FHFA will continue to support the
efforts of the Consumer Financial Protection Bureau and
other federal financial regulators to ensure that the special
regulatory advantages afforded the Enterprises do not
create opportunities for regulatory arbitrage or otherwise
confer undue competitive advantages on the Enterprises.
A congressional grant of chartering authority would
significantly reduce any competitive advantage arising out
of the perception that the Enterprises are “too big to fail.”
To further level the playing field with private-sector sources
of capital, Congress should also consider other legislative
reforms to remove unnecessary statutory exemptions and
other special treatments afforded the Enterprises.

FHFA continues to stand ready to assist Congress in
furthering these legislative recommendations. In the
meantime, FHFA will work within its existing statutory
authorities to address vulnerabilities in the housing
finance system where possible.
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Reports of Annual Examinations: Fannie Mae and Freddie Mac

Financial Safety and
Soundness Supervision
and Examination

In 2019, the Federal Housing Finance Agency (FHFA)
performed examination activities in the areas of
credit, market, model, and operational risk, as well as
governance, compliance, accounting, auditing, and
financial disclosure. Each Enterprise was assessed

on safety and soundness (e.g., financial performance,
condition, and risk management practices), as well as

compliance with regulations.

Examinations are led by an Examiner-in-Charge and
are carried out by an examination team stationed
on-site at each Enterprise and supported by subject-
matter experts at FHFAs headquarters. Any adverse
examination findings are communicated in writing
to each Enterprise, and the Enterprise is required

to submit a corrective action plan to remediate the
findings. The Enterprise’s internal audit function or
an independent third party validates the completion
of remediation, and FHFA reviews corrective action
through its examination activities. Each year, FHFA
issues a Report of Examination (ROE) that details
all identified supervisory concerns and contains
examination ratings. The annual ROE is signed by
the Examiner-in-Charge and issued to the Enterprise’s

board of directors.

Figure 1: Enterprises’ Net Interest Income 2015-2019'°
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Fannie Mae reported annual net income of $14.2 billion
and annual comprehensive income of $14.0 billion

in 2019, down from $16.0 billion and $15.6 billion,
respectively, in 2018."% Freddie Mac reported annual
net income of $7.2 billion and annual comprehensive
income of $7.8 billion in 2019, down from $9.2 billion
and $8.6 billion, respectively, in 2018. The decrease in
both Enterprises’ net income and comprehensive income
was primarily due to declining interest rates, which

reduced the fair value of their derivative instruments.

The Enterprises have two primary sources of revenue:
guarantee fees on mortgages underlying Enterprise
mortgage-backed securities (MBS) held by consolidated
trusts, and the spread between the interest income
earned on the assets in the Enterprises’ retained mortgage
portfolios and the interest expense paid on the debt
that funds those assets. In 2019, as in prior years, the
Enterprises earned a greater proportion of net income
from guarantee fees than from net interest income.
This was primarily due to increases in guarantee fees
and reductions in the Enterprises retained mortgage
portfolios, in accordance with the Senior Preferred Stock
Purchase Agreements (PSPAs) between the Department
of the Treasury (Treasury) and the Enterprises. Figure 1
shows changes in the level and composition of the

Enterprises’ net interest income since 2015.

Freddie Mac
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58%
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'8 Comprehensive income is the sum of net income and changes in other comprehensive income (items excluded from net income on the income statement because they
have not been realized). For both Enterprises, other comprehensive income primarily consists of changes in unrealized gains (losses) in available for-sale securities
and changes in defined-benefit plans. Freddie Mac’s other comprehensive income also includes unrealized gains (losses) on cash flow hedging relationships.

1% Unless otherwise noted, FHFA developed all figures in this report using data from Fannie Mae, Freddie Mac, and the Federal Home Loan Bank System.
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Total Mortgage Portfolios

The Enterprises’ total mortgage portfolios®® have been
stable over the past few years. Decreases in retained
portfolio balances have generally been offset by
increases in guarantee portfolio balances. In 2019,
Fannie Mae purchased $596 billion of single-family
mortgages, an increase of approximately 34 percent
from $446 billion in 2018. Freddie Mac purchased
$453 billion of single-family mortgages in 2019, an
increase of approximately 47 percent from $308 billion in
2018. The increase in single-family mortgage purchase
volume was primarily due to a significant increase in
refinancing activity driven by relatively low average

mortgage interest rates.

Multifamily purchase volumes increased slightly in
2019 compared to 2018. Fannie Mae’s multifamily
new purchase volume in 2019 was $70 billion, an
increase of approximately 7 percent from $65 billion
in 2018. Freddie Mac’s multifamily new purchase

volume in 2019 was $78 billion, the same as in

Figure 2: Total Mortgage Portfolios 2005-2019

2018. Figure 2 shows changes between 2005 and
2019 in the Enterprises’ mortgage portfolios, which
includes mortgages, mortgage-related securities held as

investments, and mortgages pooled into MBS.

Historically, the Enterprises’ investment portfolios
exposed them to a significant amount of interest rate
risk that was mitigated using derivatives, such as swaps
and swaptions. In the absence of hedge accounting,
derivatives are marked to market through earnings,
but most of the Enterprises” other financial assets and
liabilities (which the derivatives economically offset) are
not. As a result, interest rate fluctuations drive changes
in the fair values of derivatives but not the corresponding
hedged items, leading to earnings volatility. Freddie
Mac uses fair value hedge accounting to reduce earnings
volatility. Hedge accounting increased Freddie Mac’s net
interest income in 2019 by approximately $250 million.
Fannie Mae plans to implement hedge accounting in
the first quarter of 2021.
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0 The “Guaranty Book of Business” (Fannie Mae) and “Total Mortgage Portfolio” (Freddie Mac) includes mortgages and mortgage-related securities held as
investments and mortgages pooled into MBS for which the Enterprise guarantees payment of principal and interest.



Reports of Annual Examinations: Fannie Mae and Freddie Mac

Revisions to the Senior Preferred
Stock Purchase Agreements

In the Housing and Economic Recovery Act of 2008,
Congress granted the FHFA director the authority

to appoint FHFA as conservator or receiver of any

of its regulated entities upon determining that a
regulated entity is in an unsafe or unsound financial
condition or meets other criteria. On September 6,
2008, FHFA placed Fannie Mae and Freddie Mac
into conservatorships. Through the PSPAs and their
subsequent amendments, Fannie Mae and Freddie
Mac each were provided access to over $200 billion of
Treasury support. To date, the Enterprises together
have received $191.4 billion in taxpayer-funded draws
under the PSPAs and paid approximately $301 billion
in dividends on Treasury’s senior preferred stock.?!
Under the terms of the PSPAs, an Enterprise’s dividend
payments do not offset the amounts drawn from Treasury.
The terms of the PSPAs also require the Enterprises to

reduce their retained portfolios.

For part of 2019, the PSPAs allowed the Enterprises to
retain $3 billion each in capital reserves. In September
2019, FHFA and Treasury announced modifications to
the PSPAs that permitted the Enterprises to retain more of
their earnings and thus build up more capital (Net Worth
Amount) — a critical element of safety and soundness and
an important step toward preparing for a responsible end
to the conservatorships. The modifications allowed
Fannie Mae and Freddie Mac to accumulate up to

$25 billion and $20 billion, respectively; in capital reserves.
Also, the September 2019 modifications enhanced taxpayer
protections by increasing the liquidation preference of the
senior preferred stock by an amount equal to the increase
in the Net Worth Amount.?? As of December 31, 2019,
Fannie Mae’s net worth was $14.6 billion and Freddie
Mac’s net worth was $9.1 billion. While this significantly
improved the Enterprises’ combined leverage ratio, it
remained high at approximately 240:1. The liquidation
preference amounts were $131.2 billion and $79.3 billion

21 Actual amounts are $191.484 billion and $301.045 billion, respectively.

for Fannie Mae and Freddie Mac, respectively.

Implementation of the
Current Expected Credit Loss
Accounting Standard

In June 2016, the Financial Accounting Standards
Board issued Accounting Standard Update 2016-13
(ASU), which became effective for FHFA’s regulated
entities on January 1, 2020. The ASU requires
companies to measure the allowance for credit losses
based on the current expected credit losses (CECL).
This is a change from the incurred-loss methodology
used previously. The objective of this change is to
address concerns, which arose from the 2008 global
financial crisis, that Generally Accepted Accounting
Principles (GAAP) required companies to provide
for credit losses for loans meeting a “probable,” not
an expected, threshold. The adoption of CECL on
January 1, 2020, resulted in a reduction of retained
earnings of $1.1 billion and $0.2 billion on an after-tax

basis for Fannie Mae and Freddie Mac, respectively.”

Future Outlook

Future earnings could be constrained by a high

or rising interest rate environment, the continued
reductions in income from the Enterprises’ mortgage
investment portfolios, mark-to-market volatility from
the Enterprises’ derivatives portfolio, the adoption

of CECL, and certain initiatives, such as credit risk
transfer transactions. While this report covers 2019, as
of the report’s publication date, both Enterprises have
recorded significantly lower income primarily in the first
quarter of 2020 due to higher credit-related expenses as

a result of the COVID-19 national emergency.

%2 The liquidation preference, with respect to the senior preferred stock issued to Treasury by the Enterprises, refers to the amount that must be paid to Treasury
before investors in more junior classes of preferred or common stock can receive any payment on their stock in the event of liquidation. The amount of liquidation
preference for the senior preferred stock is specified in the PSPAs and subsequent letter agreements amending certain terms of the PSPAS.

2 |n addition to the one-time CECL transition adjustments of $1.1 billion and $0.2 billion to retained earnings, in the first quarter of 2020, Fannie Mae and
Freddie Mac recorded provision for credit losses of $2.6 billion and $1.2 billion, respectively, due to the COVID-19 national emergency.
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Overview of Annual

Examination Results
CAMELSO is the examination framework that FHFA

uses to report its examination findings. This section

is organized according to the framework’s seven
components: Capital, Asset quality, Management,
Earnings, Liquidity, Sensitivity to market risk, and
Operational risk. Areas of concern cited in the reports
of examination include deficient capital levels (Capital),
weaknesses in enterprise-wide risk management and
model risk governance (Management), deficiencies in
volatility risk monitoring (Sensitivity to market risk) and
challenges associated with migrating core technology to

third-party cloud-based platforms (Operational risk).

Capital

When reviewing a regulated entity’s capital, examiners
determine whether the regulated entity has sufficient

capital relative to the entity’s risk profile.

On September 30, 2019, FHFA as conservator and
Treasury announced an amendment to the PSPAs that
allows Fannie Mae and Freddie Mac to retain earnings
to increase capital reserves up to a maximum level of
$25 billion and $20 billion, respectively. Net worth
above $25 billion and $20 billion will continue to

be remitted to Treasury as a dividend. Although this
increase in the capital reserve improves the Enterprises’
abilities to absorb losses and reduces the potential for
additional draws from Treasury, the level of capital
will remain critically deficient even at the maximum

permitted capital reserve.

Asset Quality

When reviewing asset quality, FHFA examiners evaluate
the quantity of existing and potential credit risk
associated with loan and investment portfolios, as well
as management’s ability to identify, measure, monitor,

and control credit risk.

In 2019, the Enterprises’ underwriting standards for
single-family loans improved. Additionally, the levels
of adversely classified assets, serious delinquencies,

and real estate owned properties continued to decline.

Single-family and multifamily mortgage portfolios
grew in 2019, reflecting a strong economy. Similarly,
low unemployment and rising rent levels contributed
to a large increase in the volume of multifamily loans.
Increased concentration of business with nonbank
seller/servicers that have less regulatory oversight and
access to liquidity can increase the Enterprises’ credit

risk exposure.

FHEFA has emphasized to Fannie Mae the need to plan
for the possibility of stressful economic scenarios that
could lead to individual or multiple servicer failures,
including by identifying reserve servicing capacity.
Additionally, FHFA has stressed the importance of
measuring and reporting counterparty risk. Exposure
to mortgage insurers continued to grow in 2019 and
mortgage insurers constitute Fannie Mace’s largest

counterparty exposure.

Freddie Mac has substantially increased the delivery of
single-family loans using its underwriting and delivery
tools, but it has not achieved full control of its delivered
credit risk exposure. Exception-granting processes for
single-family and multifamily loans are being improved,
and counterparty credit risk monitoring and limit

setting processes are being enhanced.

Management

FHFA examiners assess the effectiveness of each Enterprise’s
efforts to identify, measure, monitor, and control the
risks of the Enterprise’s activities, and to evaluate the
safety and soundness of the Enterprise’s operations and

its compliance with applicable laws and regulations.

Although both Enterprises continue to work on
correcting enterprise-wide risk management and model
risk framework and governance deficiencies identified

in prior reports of examination, weaknesses remain.

Fannie Mae is engaged in a multi-year effort to improve
risk-management capabilities and strengthen adherence
to corporate governance standards. Examples of
initiatives include: a governance, risk, and compliance
program; enhancements to its risk limits framework;

and a management-level governance program.
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Freddie Mac requires additional work to improve
operational risk components within its overall enterprise-
wide risk-management framework. The framework
and governance for stress testing is being improved.
Significant enhancements have been made to Freddie
Mac’s model risk management; however, business units
have yet to execute fully against the heightened standards.
The board made progress in addressing vacancies and

selecting the non-executive chairman.

Earnings

When reviewing Enterprise earnings, FHFA examiners
consider the quantity, trend, sustainability, and quality
of earnings (e.g., the adequacy of provisions to maintain
the allowance for loan losses and other valuation

allowance accounts).?

Fannie Mae’s comprehensive income of $14.0 billion
in 2019 decreased from $15.6 billion in 2018. The
decrease of $1.6 billion was primarily attributable

to a shift from fair-value gains in 2018 to fair-value
losses in 2019 due to the downward trend in interest
rates during 2019. This decrease was partly offset

by investment gains and an increase in credit-related
income as a result of the Enterprise’s decision to
update its allowance for loan loss model, which had
an incremental benefit of approximately $850 million.
The fair-value losses resulted from risk management
derivatives used to hedge the retained mortgage
portfolio and mortgage commitments used to hedge the
whole-loan conduit. These derivative instruments are
marked to market and primarily hedge assets that are

held for investment.

Freddie Mac’s comprehensive income of $7.8 billion
in 2019 decreased from $8.6 billion in 2018. The
$0.8 billion reduction in earnings was driven primarily
by a higher credit enhancement expense due to higher
volumes of credit risk transfer transactions and lower
income from litigation settlements as compared to
2018. While interest rates declined during 2019,

the market-related impact was minimal as decreases

in investment gains from mortgage loans and

securities were offset by increases in gains from

available-for-sale securities.

Liquidity

Review of liquidity includes assessing the current
level and prospective sources of liquidity compared
to funding needs, as well as the adequacy of funds
management practices relative to the Enterprise’s size,

complexity, and risk profile.

In 2019, Fannie Mae had access to a variety of liquidity
sources and maintained the ability to meet its cash
requirements without adverse consequences to daily
operations. Freddie Mac continued to carry sufficient
liquid assets and was reliably able to access funds at
acceptable terms to meet both current and anticipated

funding needs.

Sensitivity to Market Risk

Examination of sensitivity to market risk includes
assessing the ability of management to identify,
measure, monitor, and control exposure to market risk

given the Enterprise’s size, complexity, and risk profile.

At Fannie Mae, market value-based interest rate
exposures remained low throughout the year as duration,
convexity, and volatility risk metrics were managed
within board- and management-approved limits. To
address deficiencies identified by examiners, management
improved governance of model performance tracking,
developed additional metrics to monitor spread risk
against the Enterprise’s risk appetite, and expanded

oversight of the valuation process.

Management took two additional steps to manage risk
that are noteworthy. First, risk in the retained mortgage
portfolio was reduced by selling nonperforming loans,
reperforming loans, and private-label securities. Second,
derivatives counterparty exposure was decreased by
terminating offsetting swap transactions and moving

bilateral swap arrangements to clearing houses.

2 \While this report covers 2019, as a result of the COVID-19 national emergency and related actions taken by both Enterprises, 2020 earnings are expected to be
negatively impacted by higher credit costs and, depending on the level of forbearance and subsequent loan defaults, liquidity and capital may be adversely impacted.
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At Freddie Mac, portfolio duration gap, convexity,
and volatility measures indicate low sensitivity to

rate changes. However, spread risk, which cannot be
cost-effectively hedged, remains significant. Exposure
to adverse spread movements on mortgage-related
securities has declined with the reduction in the size
of the mortgage investment portfolio. However, large
single-family and multifamily pipelines and some

retained assets continue to pose significant spread risk.

Operational Risk

When assessing operational risk management, FHFA
examiners consider exposures to loss from inadequate or
failed internal processes, people, and systems, including

internal controls and information technology.

The Enterprises inherently have high operational risk
because of complex business processes and financial
operations, reliance on information technology to
manage and process large amounts of data, continually
evolving information security and cybersecurity threats,
and relationships with counterparties, vendors, and
other third parties. Risks related to business resiliency,
disaster recovery, data management, and modeling
remain key management and supervisory concerns for
both Enterprises, though progress has been made. Both
Enterprises continue to enhance information security

consistent with FHFA guidance.

The Enterprises completed implementation of the
Common Securitization Platform and began issuing
Uniform Mortgage-Backed Securities in 2019.

This effort involved significant changes to systems
and operational processes, which the Enterprises and
Common Securitization Solutions, LLC (CSS)

re managing.

Fannie Mae is in the process of migrating core
information technology systems to third-party cloud-
based platforms. Management restructured the
information technology organization and enhanced the

technology risk management function to better support

% See 12 CFR Part 1282.

their cloud strategy, but the pace of the migration
slowed due to ongoing control issues. Fannie Mae
revised its operational risk-management framework
and dedicated additional resources to remediating gaps
in risk identification, technology risk oversight, and

operational risk reporting.

Freddie Mac made progress in transitioning its
information technology and other systems to third-
party cloud-based platforms. Management enhanced
information security management, but further work is
needed to improve identity and access management.
Freddie Mac’s operational risk-management framework
continues to improve, but implementation of a third-
party risk-management framework is still in the early
stages and model risk management remains an important

focus for both the Enterprises and the examiners.

Serving the Underserved

Housing Goals

The Federal Housing Enterprises Financial Safety and
Soundness Act of 1992 (Safety and Soundness Act)
requires FHFA to establish targets for both single-
family and multifamily mortgages (housing goals) that
the Enterprises are expected to meet every year. In
determining whether an Enterprise has met a single-
family housing goal, FHFA assesses the percentage of its
total mortgage purchases that meet the goal in light of
a benchmark level established in advance and a market
level determined retrospectively using Home Mortgage
Disclosure Act (HMDA) data. FHFA evaluates whether
an Enterprise has met a multifamily goal by comparing
the number of units in properties secured by a mortgage
purchased by an Enterprise that meet the goal to a

benchmark level that is established in advance.

In 2019, FHFA evaluated the mortgage purchases
of the Enterprises based on the following eight
housing goals, which were established by FHFA in
February 2018 and will remain in effect through the
end of 2020.”
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1. Low-income home purchase goal: Home purchase
mortgages to families with incomes no greater than

80 percent of area median income (AMI).

2. Very low-income home purchase goal: Home
purchase mortgages to families with incomes no

greater than 50 percent of AMI.

3. Low-income areas home purchase subgoal: Home
purchase mortgages to families living in census tracts
with tract median incomes no greater than 80 percent
of AMI, or families with incomes no greater than
100 percent of AMI who live in census tracts with
a minority population of at least 30 percent and a

tract median income less than 100 percent of AML.

4. Low-income areas home purchase goal: Home
purchase mortgages that meet the criteria of the low-
income areas home purchase subgoal or that are to
families with incomes no greater than 100 percent

of AMI who live in designated disaster areas.

5. Low-income refinance goal: Refinance mortgages

to families with incomes no greater than 80 percent

of AML

6. Low-income multifamily goal: Rental units in
multifamily properties that are affordable to families

with incomes no greater than 80 percent of AMI.

7. Very low-income multifamily subgoal: Rental
units in multifamily properties that are affordable

to families with incomes no greater than 50 percent

of AMI.

8. Small multifamily low-income subgoal: Rental
units in multifamily properties with 5 to 50 units
that are affordable to families with incomes no

greater than 80 percent of AMI.

Figure 3 summarizes Enterprise housing goals
performance in 2018 and 2019. Enterprise 2018
performance figures are derived from FHFA’s analysis of
loan-level data provided by the Enterprises in 2019. In
December 2019, FHFA finalized its determinations of

Enterprise performance in 2018.

FHFA determined that both Enterprises met all five
single-family housing goals in 2018, as the performance
of each Enterprise exceeded the benchmark level for

all five goals. Fannie Mae’s performance exceeded

the market level for all five single-family goals, while
Freddie Mac’s performance fell short of the market level
for three of the five goals (the very low-income home
purchase goal, the low-income areas home purchase
subgoal, and the low-income refinance goal). Also,
FHFA determined that both Enterprises exceeded the
benchmark levels for each of the three multifamily goals
in 2018.

FHFA’s assessment of the Enterprises’ 2019 housing
goals performance is currently underway. Figure 3
shows the goal levels and preliminary figures for 2019
based on information released in March 2020 in each
Enterprise’s Annual Housing Activities Report and
Annual Mortgage Report. Later in 2020, FHFA will
make final determinations on Enterprise housing goals

performance and market levels in 2019.
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Figure 3: 2018 and 2019 Enterprise Housing Goals Performance

o

=

a

Category

Single-Family Goals®

Low-income home
purchase goal

Very low-income home
purchase goal

Low-income areas
home purchase subgoal

Low-income areas home
purchase goal

Low-income refinance goal

Multifamily Goals (units)

Low-income
multifamily goal

Very low-income
multifamily subgoal

Small multifamily property
low-income subgoal

Benchmark

24%

6%

14%

18%

21%

315,000

60,000

10,000

Market?

25.5%

6.5%

18%

22.6%

30.7%

NA

NA

NA

2018

Official Performance®

Fannie Mae: 28.2%
Freddie Mac: 25.8%

Fannie Mae: 6.7%
Freddie Mac: 6.3%

Fannie Mae: 20.1%
Freddie Mac: 17.3%

Fannie Mae: 25.1%
Freddie Mac: 22.6%

Fannie Mae: 31.2%
Freddie Mac: 27.3%

Fannie Mae: 421,813
Freddie Mac: 474,062

Fannie Mae: 80,891
Freddie Mac: 105,612

Fannie Mae: 11,890
Freddie Mac: 39,353

FHFA Goals
Determination

Fannie Mae: Met
Freddie Mac: Met

Fannie Mae: Met
Freddie Mac: Met

Fannie Mae: Met
Freddie Mac: Met

Fannie Mae: Met
Freddie Mac: Met

Fannie Mae: Met
Freddie Mac: Met

Fannie Mae: Met
Freddie Mac: Met

Fannie Mae: Met
Freddie Mac: Met

Fannie Mae: Met
Freddie Mac: Met

2019

Benchmark Reported Performance®

24%

6%

14%

19%

21%

315,000

60,000

10,000

Fannie Mae: 27.8%
Freddie Mac: 27.4%

Fannie Mae: 6.5%
Freddie Mac: 6.8%

Fannie Mae: 19.5%
Freddie Mac: 18.0%

Fannie Mae: 24.5%
Freddie Mac: 22.9%

Fannie Mae: 23.8%
Freddie Mac: 22.4%

Fannie Mae: 384,572
Freddie Mac: 455,451

Fannie Mae: 78,835
Freddie Mac: 112,785

Fannie Mae: 17,782
Freddie Mac: 34,847

Goal-qualifying shares of single-family home purchase or refinance conventional conforming mortgages originated in the primary mortgage market,

based on FHFA analysis of 2018 HMDA data. Market performance for 2019 will be determined by FHFA later in 2020.

Official performance in 2018 as determined by FHFA, based on analysis of Enterprise loan-level data.
Performance as reported by the Enterprises in their March 2020 Annual Housing Activities Reports. Official performance on all goals in 2019 will be determined

by FHFA after analysis of Enterprise loan-level data.

Benchmarks for single-family goals are minimum percentages of all mortgages financed by Enterprise acquisitions of home purchase or refinance mortgages on

owner-occupied properties.
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Duty to Serve
The Safety and Soundness Act provides that the

Enterprises have a “duty to serve underserved markets.”
The law specifies that the Enterprises “shall provide
leadership to the market in developing loan products
and flexible underwriting guidelines” to improve the
distribution and availability of mortgage financing in

a safe and sound manner and “to facilitate a secondary
market for mortgages for very low-, low-, and
moderate-income families with respect to the following
underserved markets:” manufactured housing,
affordable housing preservation, and rural housing.?®
The statute directs FHFA every year to evaluate each
Enterprise’s compliance with this duty to serve (DTS)

and to rate the extent of such compliance.

In December 2016, FHFA issued a final rule
implementing the DTS statutory requirements.”” The
regulation requires each Enterprise to develop an
Underserved Markets Plan detailing the key objectives
and activities in its effort to meet its DTS obligations
over a three-year period; establishes a framework for
FHFA to evaluate and rate the Enterprises’ compliance,
which is further developed in separate FHFA
Evaluation Guidance; lists specific activities eligible

for DTS credit; and allows the Enterprises to propose
additional activities that FHFA will consider for DTS
credit eligibility. The regulation does not mandate any
particular activities; rather, it requires the Enterprises
to consider ways to better serve families in the three

underserved markets.

FHEA’s process for evaluating and rating the
Enterprises’ performance consists of three parts. First,
FHFA conducts a quantitative assessment to determine
whether each Enterprise achieved the objectives in its
Underserved Markets Plan. Second, FHFA conducts

a qualitative assessment of each Enterprise’s impact

on affordable housing in the underserved markets.
Third, FHFA evaluates extra credit-eligible activities

undertaken by each Enterprise.

%12 U.S.C. § 4565.
2 81 FR 96242 (Dec. 29, 2016). 12 CFR Part 1282.

On January 1, 2018, the Underserved Markets Plan for
2018-2020 (Plan) of each Enterprise went into effect.
In March 2019, the Enterprises submitted annual
reports detailing their efforts to achieve the objectives
in their Plans. In all three underserved markets, FHFA
determined that each Enterprise complied with its DTS
requirements and performed satisfactorily in increasing
the liquidity and distribution of available capital. Due
to the difficulty of assessing the impact after just one
year of the Plans in operation, FHFA did not provide
detailed ratings of the Enterprises for 2018.%

In 2019, the second year of the Enterprises’ Plans,
FHFA monitored implementation by reviewing the
Enterprises’ quarterly reports and proposed Plan
modifications. There are two methods by which a Plan
can be modified. First, under certain circumstances,
FHFA may require one or both Enterprises to enact
Plan modifications. Second, an Enterprise may propose
to modify its Plan when events affect its ability to

achieve the Plan’s original objectives.

In 2019, Fannie Mae and Freddie Mac submitted

27 and 18 proposed Plan modifications, respectively.
FHFA sought public input on 15 of Fannie Mae’s and 6
of Freddie Mac’s proposed modifications; FHFA issued
Non-Objections to each Enterprise’s modified Plan.”
Among the modifications proposed by both Enterprises
were changes to objectives in 2019 and 2020 related

to the Department of Agriculture’s Section 515 Rural
Multifamily Program (Section 515). FHFA’s Non-
Objection applies to proposed modifications related to
the Section 515 program in 2019. However, FHFA
encouraged both Enterprises not to extend into 2020
these modifications on account of new developments
that could significantly improve the Enterprises’ ability

to achieve the original objectives.

An Enterprise may request that FHFA declare an
objective infeasible and, in such cases, disregard

the objective in FHFA’s annual evaluation of the
Enterprise’s performance. Under FHFA’s Evaluation

Guidance, an Enterprise may make such a request if

% For further discussion of the Enterprises’ performance in 2018, see FHFA's Annual Housing Report, released October 30, 2019.

2 Both the request for input and commenter list are available on the DTS web page of FHFA's website.
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accomplishing an objective is significantly impeded

by conditions in an underserved market or other
circumstances beyond an Enterprise’s control. Six
objectives were infeasible in 2019, including two for
each Enterprise related to their chattel pilot initiatives.
On December 20, 2019, FHFA published the modified
Plans for both Enterprises. The final revised Plans are
available on the Duty to Serve web page of FHFA's website,

including redline versions that show the modifications.

In March 2020, the Enterprises submitted annual
reports on their efforts in 2019 to achieve their Plans’
objectives in all three underserved markets, which
will inform FHEFA's evaluation of each Enterprise’s
performance. Noteworthy items from these annual

reports are summarized below and in Figures 4 and 5.

In 2019, both Enterprises exceeded their Plans’” loan
purchase targets in the manufactured housing market.
Both Enterprises launched pricing incentive programs
for manufactured housing communities that provide
tenant pad lease protections identified in FHFA’s DTS
regulation.®® In the first year of these programs, Fannie
Mae purchased 23 loans covering nearly 3,500 units
and Freddie Mac purchased 8 loans covering 1,387
units. Fannie Mae introduced a loan purchase pilot
program and Freddie Mac continued its pilot program,
both of which are tailored to the financing needs of

resident-owned manufactured housing communities.

In the affordable housing preservation market, both
Enterprises’ Plans include objectives to support the
Department of Housing and Urban Development’s
(HUD) Section 8 program, the HUD Rental Assistance
Demonstration (RAD) program, Low-Income Housing
Tax Credit (LIHTC) properties, small multifamily
properties, shared equity programs, energy efficiency
for single-family and multifamily properties, and
residential economic diversity. In 2019, both
Enterprises took steps to meet these objectives. Freddie
Mac purchased 15 loans that support the preservation

of more than 2,000 units undergoing rehabilitation

%012 CFR § 1282.33(c)(4).

through the RAD program, an increase of 4 loans

and more than 900 units from 2018. In its first year
of loan purchases financing properties under HUD’s
Section 202 program, Fannie Mae supported 195 units
of housing for the elderly. Fannie Mae also purchased
nine loans to promote residential economic diversity
consistent with the DTS-eligible activity of purchasing
loans under a state or local affordable housing program.
More than half the 1,366 units covered by those 9 loans
represent households below 50 percent of AMI; nearly
all of them (97 percent) represent households below

80 percent of AMI.

In the rural housing market, both Enterprises exceeded
their Plans’ loan purchase targets in high-needs rural
regions.”’ Fannie Mae committed $196.2 million to
rural LIHTC transactions, supporting 98 properties
and more than doubling its transactions in 2018.
Freddie Mac committed $111.9 million, $39.1 million
more than in 2018, and closed 13 LIHTC equity
investment transactions. The Enterprises’ LIHTC
commitments represented a substantial portion of

the $500 million annual LIHTC investment cap per
Enterprise. Both Enterprises made LIHTC investments
in Middle Appalachia, the Lower Mississippi Delta,
and rural persistent poverty counties.”” Fannie Mae
supported a project on Native American tribal land and

two projects housing agricultural worker populations.

3 The DTS Regulation defines “high-needs rural region” as any of the following regions provided the region is located in a rural area: Middle Appalachia;
the Lower Mississippi Delta; a colonia; or a tract located in a persistent poverty county outside of these three regions. 12 CFR § 1282.1.

% The DTS Regulation defines a persistent poverty county as a county in a rural area that has had 20 percent or more of its population living in poverty over the past
30 years, as measured by the most recent successive decennial censuses. 12 CFR § 1282.1.
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Figure 4: 2019 Fannie Mae DTS Loan Purchase Performance Relative to Targets
*New loan purchase objective in 2019

Underserved
Market

Manufactured Housing

Rural Housing

Affordable Housing
Preservation

Activity?

Manufactured homes titled as
real property

Manufactured housing
communities with certain pad lease
protections™

High-needs rural regions
(single-family)

High-needs rural regions
(multifamily)

Small multifamily rental properties
in rural areas”

Small financial institutions (flow)
Small financial institutions (bulk)*

LIHTC investment

Section 8

Section 202*

Debt financing in LIHTC properties

Other state or local affordable
housing programs™

Multifamily energy efficiency
Rental Assistance

Demonstration Program

Purchase/rehab of
distressed properties

Residential Economic Diversity
(RED) — LIHTC*

RED — Other state or local
affordable housing programs*

2019 Target®

9,000 loans

431 units

11,000 loans

43 loans

60 loans

7,300 loans
600 loans

42 transactions

158 loans

2 loans

86 loans

30 loans

684 loans

10 loans

7,235 loans

10 loans

4 loans

2019 Purchases®

11,976 loans

23 loans
3,492 units

12,093 loans
47 loans
4,872 units

82 loans
2,824 units

9,432 loans
202 loans

98 transactions
$196.2 million

129 loans
16,827 units

2 loans
195 units

118 loans
16,572 units

51 loans
8,328 units

955 loans
180,993 units

5 loans
1,307 units

6,092 loans

10 loans
1,554 units

9 loans
1,366 units

and Freddie Mac

Performance Relative
to Target

Exceeded 2019 Target

Exceeded 2019 Target

Exceeded 2019 Target

Exceeded 2019 Target

Exceeded 2019 Target

Exceeded 2019 Target
Partially Met 2019 Target

Exceeded 2019 Target

Partially Met 2019 Target

Met 2019 Target

Exceeded 2019 Target

Exceeded 2019 Target

Exceeded 2019 Target

Partially Met 2019 Target

Partially Met 2019 Target

Met 2019 Target

Exceeded 2019 Target

@ Each Enterprise determines which loans are eligible for credit under a given activity, subject to FHFA’s parameters. Consequently, loan purchase performance for
an activity may not be comparable across Enterprises.

" Each Enterprise determines its 2019 targets using the methodology described in its Plan.

¢ Aloan purchase may qualify for DTS credit under multiple DTS objectives.
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Figure 5: 2019 Freddie Mac DTS Loan Purchase Performance Relative to Targets

Underserved

Market Activity?

Manufactured homes titled
as real property

Manufactured Housing
High-needs rural regions
Small financial institutions

Rural Housing LIHTC investment (all rural)

LIHTC investment
(high-needs rural regions)

Section 8

Rental Assistance
Demonstration Program

Affordable Housing Debt financing in
Preservation LIHTC properties

Small multifamily
rental properties

RED

2019 Target®

3,200 loans

8,550 loans
3,700 loans

9 transactions

3 transactions

17,250 units

2,000 units

21,500 units

2 transactions

2,700 units

2019 Purchases®

4,390 loans

9,849 loans
4,611 loans

13 transactions
$111.9 million

4 transactions
$22.0 million

369 loans
26,332 units

15 loans
2,073 units

384 loans
54,302 units

4 transactions

52 loans
4,733 units

Performance Relative
to Target

Exceeded 2019 Target

Exceeded 2019 Target
Exceeded 2019 Target

Exceeded 2019 Target

Exceeded 2019 Target

Exceeded 2019 Target

Exceeded 2019 Target

Exceeded 2019 Target

Exceeded 2019 Target

Exceeded 2019 Target

@ Each Enterprise determines which loans are eligible for credit under a given activity, subject to FHFA's parameters. Consequently, loan purchase performance for

an activity may not be comparable across Enterprises.

® Each Enterprise determines its 2019 targets using the methodology described in its Plan.

¢ Aloan purchase may qualify for DTS credit under multiple DTS objectives.
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Affordable Housing Allocations

To support affordable housing, the Safety and
Soundness Act requires the Enterprises to set aside in
each fiscal year an amount equal to 4.2 basis points
(0.042 percent) for every dollar of unpaid principal
balance on total new business purchases. Of the
amount set aside, the Enterprises must transfer 65
percent to the Secretary of HUD to fund the Housing
Trust Fund and 35 percent to the Treasury Department
to fund the Capital Magnet Fund.** The Housing
Trust Fund is designed to assist states in meeting the
housing needs of the lowest-income families. The
Capital Magnet Fund is a special account within the
Community Development Financial Institutions Fund
designed to increase investment in affordable housing,
economic development, and community development

facilities in low-income or underserved rural areas.**

FHFA is statutorily authorized to temporarily suspend
an Enterprise’s affordable housing allocations, generally

based on the financial condition of the Enterprise.”

Figure 6: Affordable Housing Allocation Payments

Affordable Housing Allocation Payments (Dollars in Millions)

Enterprise 2016 2017
Fannie Mae $216.5 $268.0
Freddie Mac $165.4 $187.1
Total $381.9 $455.1

% See 12 U.S.C. § 4567(a).
% Jd., see also 12 U.S.C. §§ 4568 and 4569.
% 14, § 4567(b).

In November 2008, FHFA directed each Enterprise
to suspend the allocations until further notice. That
suspension was lifted in December 2014 when
FHFA directed each Enterprise to set aside amounts
for allocation to the affordable housing funds,
commencing with calendar year 2015.% The 2014
directive instructed the Enterprises to transfer allocated
amounts to HUD and Treasury within 60 days after
the end of the Enterprise’s fiscal year, unless the set-
aside and allocation would contribute to the financial
instability of the Enterprise, cause it to be classified
as undercapitalized, or hinder the Enterprise from

successfully completing a capital restoration plan.”

Figure 6 shows the total amounts paid into these funds
each year from 2016 through 2020. In March 2020,
Fannie Mae and Freddie Mac made, as directed, a total
of $280.1 million and $222.2 million, respectively, in
total affordable housing allocation payments. These
affordable housing allocation payments were calculated
based on each Enterprise’s total new business purchases
in 2019, $666.9 billion at Fannie Mae and $529.1 billion
at Freddie Mac.*

2019 2020 Total
$239.0 $215.0 $280.1 $1,2185
$174.8 $161.7 $222.2 $911.2
$413.8 $376.7 $502.2 $2,129.7

% |n the December 11, 2014 letters to the Enterprises, FHFA found that none of the three bases for suspension of these payments was applicable at that time.

37 See FHFA Statement on the Housing Trust Fund and Capital Magnet Fund.

% See Fannie Mae, Form 10-K for the Fiscal Year Ended December 31, 2019, at 66 and 180 (Feb. 13, 2020); Freddie Mac, Form 10-K for the Fiscal Year Ended

December 31, 2019, at 130 (Feb. 13, 2020).
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Reports of Annual Examinations: Federal Home Loan Banks

Financial Safety and
Soundness Supervision

and Examination

The Federal Housing Finance Agency (FHFA) Division
of Bank Regulation (DBR) oversees the Federal Home
Loan Bank (FHLBank) System. DBR’s objective

is to ensure that each entity operates in a safe and
sound manner and achieves its housing finance and
community investment mission. DBR performs annual
on-site examinations of each FHLBank and the Office
of Finance (OF) and conducts ongoing supervision
throughout the year. An Examiner-in-Charge and a
team of examiners, supported by financial analysts,
economists, accountants, and attorneys, conduct the
annual on-site examination of each FHLBank. Outside
of the annual examination period, FHFA examiners
periodically visit each of the FHLBanks to follow up on

examination findings and to discuss emerging issues.

Examiners communicate all adverse findings to

the FHLBank. In such cases, examiners obtain a
commitment from the FHLBank to correct deficiencies
in a timely manner and then verify the effectiveness of

those corrective actions.

On an ongoing basis, DBR monitors and reviews
monthly and quarterly financial reports, data on
FHLBank investments, FHLBank member activity, OF
debt issuances, and financial market trends. Also, DBR
and other FHFA offices review FHLBank documents
and analyze FHLBank responses to information
requests related to FHLBank collateral, unsecured

credit, liquidity, and advances.

Core Mission

In 2019, FHFA continued its supervision and oversight
to ensure that FHLBanks remain focused on their
statutory housing finance and community development
mission. The mission of the FHLBanks is to provide

a source of liquidity for their members and housing
associates, particularly in times of stress, and, as described

in FHFA’s Core Mission Activities (CMA) regulation,

%12 CFR § 1239.14.

to provide financial products and services that enhance the
financing of housing and community lending. Historically,
short- and long-term advances (loans) to members

and housing associates, primarily collateralized by
residential mortgage loans and government and agency
securities, have been the primary mission asset of the
FHLBanks; however, the CMA regulation also includes
other types of assets, such as mortgage loans that qualify
as Acquired Member Assets (AMA), in the definition of
core mission activities. To ensure that the FHLBanks
operate in a manner consistent with their housing
finance mission, FHFA requires each FHLBank’s board
of directors to adopt, maintain, and periodically review a
strategic business plan that describes “how the significant
business activities of the regulated entity will achieve its
mission and public purposes.”® Also, FHFA measures
each FHLBank’s core mission achievement by calculating
the ratio of its Primary Mission Assets (advances plus

AMA) to its outstanding consolidated obligations.*

* Ratios at or above 70 percent indicate that a

FHLBanK’s activities are achieving core mission;

e Ratios between 55 percent and 70 percent indicate
that an FHLBanK’s ratio is “evolving” and FHFA
will further evaluate the FHLBank’s mission

achievement; and

* Ratios below 55 percent indicate that more
fundamental questions about the activities of the
FHLBank need to be addressed.

FHFA calculates each FHLBank’s core mission

ratio using annual average par values, as reported

by the FHLBanks. FHFA assesses each FHLBank’s
core mission achievement annually and expects any
FHLBank markedly below 70 percent to include in its
business plan a thorough strategy for increasing its core

mission ratio.

As of December 31, 2019, the FHLBank System

core mission ratio exceeded 70 percent. Nine of the
FHLBanks had ratios of 70 percent or higher, down
from ten in 2018. The remaining FHLBanks had core

mission ratios of 69.4 percent and 65.8 percent.

40 See FHLBank Core Mission Achievement, Advisory Bulletin AB 2012-05 (July 14, 2015).
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Fed e ral H ome Loan B an k While the levels of aggregate assets remained

roughly the same in 2019, there were some changes

SyStem OVGI’VIGW in composition (Figure 7). Cash and investments

. . . increased by 23.3 percent, largely spurred by increases
Financial Condition Y P ey sp Y

in Department of the Treasury holdings, mortgages

As of December 31, 2019, total FHLBank assets were increased by 15.9 percent, and advances decreased
$1.1 trillion, essentially unchanged from 2018. The by 12.0 percent. As of December 31, 2019, total
FHLBanks reported aggregate net income of $3.2 billion in assets held by the FHLBanks comprised advances
2019, down $377.9 million from 2018. The decrease (58.4 percent), cash and investments (34.6 percent),

in aggregate net income was largely a function of spread mortgages (6.6 percent), and other assets (0.5 percent).

compression, with a $575.9 million decline in net
interest income only partially offset by a $271.6 million

increase in non-interest income.

Figure 7: Historical Portfolio of the FHLBank System
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The FHLBanks provide short- and long-term advances,
which their members use, among other reasons,

to fund mortgage portfolios and meet operational
liquidity needs. FHLBank advances are collateralized
primarily by residential mortgage loans, commercial
real estate loans, and government and agency securities.
Community Financial Institutions may pledge small
business, small farm, and small agri-business loans as

collateral for advances.*!

For the second consecutive year, FHLBank advances
decreased (from $728.8 billion in 2018 to $641.5 billion
in 2019), following six years of growth that ended in
2017. Only one FHLBank reported an increase in

advances, while the other ten reported decreases.

The FHLBanks operate both on-balance sheet and
off-balance sheet programs through which members
can sell mortgage loans. AMA programs allow the
FHLBanks to acquire and hold (on their balance sheets)
conforming loans and loans guaranteed or insured by a
department or agency of the federal government. The
AMA programs are structured such that the FHLBanks
manage the interest rate risk and the participating
member manages a substantial portion of the risks
associated with originating the mortgage, including
much of the credit risk. Through the two existing
AMA programs, Mortgage Partnership Finance (MPF)
and Mortgage Purchase Program, FHLBanks offer
various products to members with differing credit risk-

sharing structures.

As of December 31, 2019, the FHLBanks held on their
balance sheets mortgages worth $72.6 billion, an increase
from $62.6 billion in 2018. This change was derived
from $22.0 billion of mortgage purchases and $11.9 billion

of mortgage principal payments and recoveries.

Under several off-balance sheet programs, FHLBank
members sell mortgages to the FHLBank of Chicago,
which concurrently sells the loans to Fannie Mae
(MPF Xtra) or to an investor (MPF Direct) or pools

the loans into securities guaranteed by the Government

National Mortgage Association (Ginnie Mae) (MPF
Government MBS). In 2019, FHLBank members
delivered $2.7 billion of mortgages under MPF Xtra,
$275.0 million of jumbo mortgages under MPF Direct,
and $312.9 million of mortgages to the FHLBank of
Chicago to securitize through the MPF Government

MBS program.

As of December 31, 2019, the aggregate investment
portfolio of the FHLBanks consisted of cash and
liquidity® ($202.3 billion or 53.2 percent); mortgage-
backed securities (MBS) ($145.6 billion or 38.3 percent),
primarily securitized by Freddie Mac and Fannie Mae;
and other investments (8.5 percent). The principal types
of other investments are agency debt securities, and,

in the case of the FHLBank of Chicago, asset-backed

securities collateralized by federally-insured student loans.

In 2019, the FHLBanks’ letters of credit (LOC) rose
$12.5 billion from 2018 to $178.4 billion, an increase
of $125.4 billion over the preceding 10 years.

Consolidated obligations totaled $1.0 trillion,
consisting of $622.3 billion in bonds (60.6 percent)
and $404.0 billion in discount notes (39.4 percent).
The composition of the FHLBanks’ consolidated
obligations did not change substantially since 2018
(58.6 percent in bonds and 41.4 percent in discount
notes). In recent years, the FHLBanks have shifted
toward bonds, primarily those with short-term
maturities. Short-term funding with a remaining
maturity of less than one year made up 79.4 percent of
consolidated obligations in 2019, up slightly from
76.2 percent in 2018.

Net income was $3.2 billion in 2019, and all
FHLBanks were profitable. However, net income
decreased $377.9 million due to declining net interest
spreads that reduced net interest income by $575.9 million
(Figure 8). This decrease was partially offset by an
increase in non-interest income of $271.6 million.
Operating expenses increased by $98 million to

$1.2 billion in 2019.

4 As defined in the Bank Act, the term Community Financial Institution (CFIl) means a member, the deposits of which are insured under the Federal Deposit Insurance
Act, that has average total assets over the last three years at or below an established threshold. For calendar year 2019, the CFl asset threshold was $1.199
billion. FHLBank members that are CFls may pledge small business loans, small farm loans, small agri-business loans, and, for 2013 and thereafter, community
development loans, all of which may be fully secured by collateral other than real estate, and securities representing a whole interest in such loans.

# Includes Treasury Securities.
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Figure 8: Net Interest Income and Net Income
[ Net Interest Income —— Net Income
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2013 2014 2015 2016 2017 2018 2019

Aggregate return on assets was 0.29 percent in 2019, down from 0.32 percent in 2018. Return on equity was 5.7 percent in
2019, down from 6.2 percent in 2018 (Figure 9). Sound profitability allowed the FHLBanks to continue to build retained
earnings in 2019. Aggregate retained earnings totaled $20.6 billion (1.9 percent of assets) at the end of 2019, up from
$19.5 billion (1.8 percent of assets) in 2018. By way of comparison, at the end of 2008, during the financial crisis, the
FHLBanks held only $3.0 billion of aggregate retained earnings, which represented 0.2 percent of assets (Figure 10).

As of December 31, 2019, aggregate regulatory capital consisted of $34.5 billion of paid-in Generally Accepted
Accounting Principles (GAAP) capital stock, $20.6 billion in retained earnings, and $1.4 billion in mandatorily
redeemable capital stock.” All FHLBanks met both the minimum regulatory capital ratio of four percent of assets and

their individual risk-based capital requirements.

Figure 9: Selected Income Statement ltems and Ratios

(& in Millions) SYs BOS NYK PT AL CN IND CH DSM DAL TOP SRR
Net Income - § 3188 191 473 317 367 276 142 300 384 227 185 327
Return on Assets 029% 035% 032% 031% 0.25% 0.28% 0.21% 030% 027% 0.32% 0.33% 031%
Return on Equity 568% 6.20% 653% 658% 500% 5.65% 455% 529% 538% 596% 7.32% 4.92%
?'Nelf)"_“gres“”wme 4680 269 667 453 535 406 238 457 576 293 256 531
Net Interest Spread 032% 036% 0.36% 0.34% 0.25% 0.29% 024% 034% 0.29% 0.28% 035% 0.35%
YieldonAdvances  255% 2.69% 264% 250% 249% 251% 254% 242% 265% 2.43% 253% 2.48%
Yieldon Investments ~ 2.60% 2.37% 258% 263% 261% 239% 248% 294% 255% 257% 2.46% 2.85%
P e 334% 335% 336% 361% 547% 3.17% 317% 376% 336% 358% 3.27% 2.64%
Cost of Funds on

Consolidated 230% 220% 227% 230% 228% 224% 239% 236% 238% 227% 229% 2.25%

Obligations (COs)

Operating Expenses

to NIl 26.4% 26.9% 228% 183% 21.8% 16.7% 358% 46.2% 253% 29.4% 224% 29.6%

4 Banks reclassify capital stock subject to redemption from capital stock to mandatorily redeemable capital stock (a liability) generally after a member exercises
a written redemption right, gives notice of intent to withdraw from membership, or attains non-member status by merger or acquisition, relocation, charter
termination, or involuntary termination from membership. Additionally, when FHFA's 2016 Final Rule on FHLBank Membership declared captive insurance
companies ineligible for membership at FHLBanks, all remaining captive insurance capital stock was reclassified as mandatorily redeemable capital stock.



Reports of Annual Examinations: Federal Home Loan Banks

Figure 10: Retained Earnings of the FHLBanks
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Comparisons

The size and composition of assets vary across the 11 FHLBanks. As of December 31, 2019, total assets of individual
FHLBanks ranged from $55.7 billion to $162.1 billion. The ratio of advances to assets ranged from 47.8 percent to
68.5 percent. The ratio of mortgage loans to assets was 6.6 percent across all FHLBanks and above 15.0 percent at

2 of the FHLBanks. The estimated market value of equity was more than the par value of capital stock at all FHLBanks,

indicating an ability to redeem capital stock at par value without adversely affecting other members (Figure 11).

Figure 11: FHLBank Selected Balance Sheet ltems and Ratios
|

Balance Sheet (§ Billions) SYS BOS  NYK PIT  ATL CIN IND CHI DSM DAL TOP  SFR
Total Assets - $ 10992 5567 1621 957 1499 935 675 998 1296 754 633 106.8
Advances - % of Assets 58.4% 622% 621% 685% 64.8% 50.7% 48.1% 50.6% 62.0% 49.2% 47.8% 61.2%

% of Advances with
Remaining Maturity < 1 year

Mortgages - % of Assets 6.6% 81% 20% 53% 02% 120% 16.0% 101% 72% 54% 16.8% 3.1%

55.4% 54.9% 68.9% 63.1% 66.8% 68.4% 36.5% 36.6% 44.2% 452% 43.7% 49.7%

Cash and Investments -
% of Assets

MBS Investments -
% of Assets

34.6% 291% 35.4% 25.7% 34.4% 36.8% 352% 39.0% 30.5% 45.0% 34.8% 35.3%

132% 131% 10.3% 121% 14.8% 14.4% 14.5% 13.2% 11.3% 15.6% 11.5% 16.6%

MBS to Regulatory

oo ot 263 222 220 245 309 300 285 285 212 316 262 265
Liquidity - % of Assets 184% 14.2% 24.4% 11.3% 166% 201% 150% 20.5% 151% 212% 225% 18.7%
&%‘;"_"‘éated()b“gat'ons 10263 516 1527 899 1406 875 624 922 1211 701 595 987
DiscountNotes - % of COs ~ 394% 53.7% 48.4% 257% 37.1% 56.1% 28.3% 452% 24.4% 49.0% 462% 27.7%
% of COs with 0 0 0, 0 0 0, 0, 0 0 0 0 0
onaiing Maturty < 1 year 795 722% 896% 81.8% 938% 77.0% 659% 607% 725% 732% T31% 820%
Regulatory Capital Ratio 51% 60% 47% 49% 48% 48% 51% 58% 53% 49% 44% 6.2%
Retained Earnings - $ 206 15 18 13 22 11 11 38 22 12 10 35
Market Value of Equity as

a Percent of Capital Stock 160% 173% 130% 145% 141% 129% 141% 297% 147% 154% 174% 223%
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Membership

At the end of 2019, the FHLBanks had a total of 6,738 members, down from 6,863 in 2018 primarily due to mergers. The
number of members at each FHLBank ranged from 286 to 1,338. Across all FHLBanks, aggregate membership consisted of

4,020 commercial banks, 1,526 credit unions, 347 saving associates, 313 savings banks, 472 insurance companies, and

60 non-depository Community Development Financial Institutions (CDFIs). Approximately 53 percent of FHLBank active

members were borrowers. The top-10 largest borrowers at the FHLBanks of New York, Pittsburgh, Atlanta, Cincinnati,

and San Francisco held more than 70 percent of the total advances at their respective FHLBanks (Figure 12).

Figure 12: FHLBank Membership

SYS BOS  NYK PIT
Total Members 6,738 435 327 286
Commercial Banks 4,020 54 120 140
Credit Unions 1,526 162 100 60
Saving Associate 347 28 3 19
Savings Bank 313 124 38 34
Insurance Companies 472 63 31 Bl
Non-depository CDFIs 60 4 5 2

Annual Examination Results
Capital

Capital management practices were strong or
satisfactory at all the FHLBanks in 2019. The
FHLBanks have generally adequate levels of capital,
including retained earnings, relative to their risk
profiles. However, at certain FHLBanks examiners
identified areas for improvement, including
maintaining capital compliance under adverse scenarios,
retaining risk-based capital under stressful conditions,

and updating excess stock policies.

Asset Quality

Asset quality was strong or satisfactory at all but one
FHLBank. However, at all the FHLBanks examiners
identified areas for improvement of risk management
practices, including modeling and documenting
collateral discounts; maintaining consistency in
member credit analyses; improving pricing for LOC;
determining AMA credit enhancement requirements;
and managing concentration risk for both AMA and

large borrowers.

74.4%

ATL CIN IND CHI DSM DAL TOP  SFR
811 640 373 689
470 367 157 465 962 565 571 149
230 136 129 100 250 122 88 149

1338 795 709 335

48 62 21 3 4 2% 23 12
16 17 9 3 10 28 0 1
3 52 53 48 69 47 23 17

9 6 4 6 6 7 4 7

71.9% 60.8% 67.2% 60.3% 54.7% 65.8% 80.7%

In general, advances are low-risk loans, but they

are subject to concentration risk. In 2019, the
concentration of advances to subsidiaries of large bank
holding companies remained elevated, though the
concentration declined for the third consecutive year.
In 2018, the largest borrowers at the holding company
level (J.P. Morgan Chase & Co, Wells Fargo &
Company, Ally Financial, and PNC Financial Services
Group) represented $153.8 billion or 21.1 percent of
total FHLBank advances. In 2019, the largest aggregate
borrowers at the holding company level (Wells Fargo &
Company, J.P. Morgan Chase & Co., Citigroup Inc.,
and BB&T Corporation) represented $102.0 billion or
16.0 percent of aggregate advances, the lowest top-four

borrower concentration since at least 2010 (Figure 13).

The holding companies that have the most advances
outstanding to their subsidiaries change over time.
Since 2010, Bank of America Corporation, Capital
One, Citigroup Inc., Hudson City Bancorp, J.P.
Morgan Chase & Company, Metlife Inc., PNC
Financial Services Group, Ally Financial, BB&T
Corporation, and Wells Fargo & Company have been

among the top-four borrowers at the end of the year.
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Figure 13: Top 4 Holding Companies
with Advances Outstanding
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Management

At nine of the FHLBanks, examination conclusions
were either satisfactory or strong in 2019. However,

at most of the FHLBanks examiners identified areas

of concern, including membership application
decisions, oversight of third parties, internal audits, and
compliance with FHFA regulations. Additionally, one
FHLBank exhibited continued weakness in the area

of management, owing largely to a lack of compliance
with federal financial regulations, and was downgraded
to deficient by examiners. Examiners also identified
significant concerns regarding overall risk management
at another FHLBank.

Earnings

Similar to previous years, while earnings and earnings
quality continued to be strong or satisfactory at all
FHLBanks, a few FHLBanks continued to rely on non-
mission assets to support their earnings. Examiners also
continued to monitor the potential effect of operating

expenses on long-term profitability at several FHLBanks.

FEDERAL HOUSING FINANCE AGENCY | REPORT TO CONGRESS 2019

Liquidity
Liquidity risk management was strong or satisfactory at
nearly all the FHLBanks, though examiners identified
one FHLBank that needs significant improvements.
Examiners indicated few concerns across the other
FHLBanks, although some identified a need for
improved tracking of liquidity levels.

Sensitivity to Market Risk
Opverall, the FHLBanks had moderate levels of market

risk exposure. Mortgage assets remained the greatest
source of market risk, but the FHLBanks were also
exposed to “basis risk,” which arises when the index for
a floating-rate asset does not move identically with the
index for the supporting floating-rate liability. Market
risk management was well controlled or satisfactory at
all but one FHLBank. However, examiners identified
enhancements several FHLBanks should make to their
market risk models, AMA programs, documentation,

and internal controls.

Operational Risk

While operational risk management was generally
satisfactory, FHFA identified supervisory concerns

at one FHLBank. Across the other FHLBanks,
examiners identified areas that exhibited or could
exhibit operational risks in information security, risk
assessment, and third-party management. Several
FHLBanks continue to have issues with vulnerability
management, cloud computing, and other information

technology matters.
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Examination Conclusions

11 Federal Home Loan Bank Districts

NN Des Moines
Il Cincinnati

i Indianapolis E Dallas

B (hicago B Topeka

District 1: The Federal Home Loan Bank of Boston

At the time of its examination in September 2019,

the overall condition and operations of the FHLBank
of Boston were satisfactory, reflected by its consistent
performance and effective oversight by the board and
senior management. The Bank had strong asset quality
and the lowest borrower advance concentration among
all the FHLBanks. The Bank’s balance sheet reflected
good credit quality based on investments that exhibit
low risk and a shrinking private label mortgage-backed
security (PLMBS) portfolio. Capital and liquidity
levels were strong and earnings sufficiently covered
operations. Management has been proactively planning
for and managing the anticipated market transition
from the London Interbank Offered Rate (LIBOR).
Primary examination concerns related to the Bank’s
MPF funding strategy, operational risk appetite
statement, and AMA investment grade determination.

District 2: The Federal Home Loan Bank
of New York

At the time of its examination in April 2019, the
overall condition and operations of the FHLBank of
New York were satisfactory. Oversight by the board
and senior management remained effective, and

the Bank’s financial condition was strong, reflected
in proactive capital management, early adoption

of liquidity guidance, and near-record earnings
results. Primary examination concerns related to the

~a =
A
B San Fandisco H NewYork B Atanta
7 Pittsburgh B Boston

Bank’s information technology controls. Matters

that merit ongoing monitoring include the Bank’s
efforts to meet certain FHLBank objectives, including
those related to technology infrastructure upgrades,
operational resiliency enhancements, LIBOR cessation
preparedness, and introduction of a new mortgage loan
purchase program.

District 3: The Federal Home Loan Bank
of Pittsburgh

At the time of its examination in April 2019, the
overall condition and operations of the FHLBank of
Pittsburgh were satisfactory. The Bank continued to
have sound capital and liquidity positions and strong
earnings sufficient to support operations and pay a
reasonable dividend to members. The Bank exhibited
satisfactory market, credit, and operational risk
oversight, and maintained a strong mission orientation
and conservative risk profile. Primary examination
concerns related to oversight of investments in reverse
repurchase agreements, internal audit’s role in the
second line of defense, advance portfolio concentration

risk, and risk assessment of the AMA portfolio.

District 4: The Federal Home Loan Bank of Atlanta

At the time of its examination in January 2019, the
overall condition and operations of the FHLBank
of Atlanta were strong. The Bank had sound capital
and liquidity positions and strong earnings sufficient
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to support operations and build retained earnings.
Asset quality was sound. Oversight by the board of
directors and management remained effective. Primary
examination concerns related to business continuity
planning, vendor management, and prioritization of
information technology projects.

District 5: The Federal Home Loan Bank of Cincinnati

At the time of its examination in April 2019, the
overall condition and operations of the FHLBank

of Cincinnati were satisfactory. The Bank had
satisfactory asset quality, management, mission
orientation, liquidity, capital, and operational risk
management. Earnings were sufficient to support
operations. Sensitivity to market risk was moderate.
Primary examination concerns related to CDFI credit
administration, compliance with rules and regulations,
deficiencies in the areas of AMA credit enhancement
and monitoring practices, Sarbanes-Oxley Act
governance, and capital management.

District 6: The Federal Home Loan Bank
of Indianapolis

At the time of its examination in October 2019, the
overall condition and operations of the FHLBank of
Indianapolis were satisfactory. The Bank had strong
asset quality and liquidity, sufficient capital and
earnings, and acceptable operational risk. Oversight of
operations by the board and senior management was
satisfactory. Sensitivity to market risk had deteriorated
and was identified as needing improvement.

Primary examination concerns related to market

risk management strategy, market risk measurement
controls, AMA credit enhancement requirements,
records and information management, Community
Investment Cash Advance (CICA) reporting, and
supplier diversity program oversight.

District 7: The Federal Home Loan Bank of Chicago

At the time of its examination in July 2019, the overall
condition and operations of the FHLBank of Chicago
were satisfactory. A strong capital position and adequate
earnings supported moderate risk levels throughout
operations. The Bank’s capital position and conservative
management of interest rate risk supported a strong
market value of equity. In its role as MPF Provider,
the FHLBank of Chicago adequately managed the
MPF program. Primary examination concerns related
to the Bank’s Community Investment Program (CIP),

AMA investment grade credit modeling, and the
collaboration between the compliance and internal
audit functions. Additional examination concerns
related to operational risk oversight included concerns
about business resiliency risk management, vulnerability
management, and data governance.

District 8: The Federal Home Loan Bank
of Des Moines

At the time of its examination in September 2019,
FHEFA had supervisory concern about the FHLBank
of Des Moines. Management needed improvement.
Operational risk remained high and operational risk
management practices were deficient. Intraday funds
management practices and contingent funding plans
were weak. The Bank’s financial condition was adequate
because of its satisfactory capital position and earnings
performance. The Bank’s asset quality and sensitivity
to market risk were adequate. FHFA has heightened its
oversight and supervision of the Bank, working closely
with the Bank’s new chief executive officer.

District 9: The Federal Home Loan Bank of Dallas

At the time of its examination in January 2019, the
overall condition and operations of the FHLBank

of Dallas were satisfactory. The Bank’s financial
condition was satisfactory, evidenced by adequate
capitalization, strong liquidity, and improved

earnings results. Oversight by the board and senior
management remained effective. Primary examination
concerns related to information technology testing,
documentation, and controls; market risk methodology
and modeling; and AMA modeling and support.

District 10: The Federal Home Loan Bank of Topeka

At the time of its examination in July 2019, the
overall condition and operations of the FHLBank of
Topeka were satisfactory. The Bank had strong asset
quality and liquidity. Satisfactory earnings and capital
supported operations. Oversight of operations by the
board and senior management was effective. Sensitivity
to market risk and operational risk were moderate.
Primary examination concerns related to the Bank’s
capital management, MPF investment grade analysis
and risk limits, MPF pooling and model validation,
membership eligibility verification, and information
security and security incident management.
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District 11: The Federal Home Loan Bank
of San Francisco

At the time of its examination in January 2019, the
overall condition and operations of the FHLBank

of San Francisco needed improvement. Despite a
satisfactory financial condition, consisting of strong
capital and liquidity positions and decreased credit
risk exposure from the PLMBS portfolio, the number
of identified weaknesses required closer supervision of
the Bank. FHFA found supervisory concerns related
to credit risk underwriting, collateral management
practices, and compliance with rules and regulations.
In addition, FHFA had concerns related to credit risk
management, methodology for determining lendable
value on collateral, minimum pricing for advances, and
AMA investment grade determination, concentration
risks, and minimum pricing.

Office of Finance

At the time of its examination in July 2019, the overall
condition and operations of OF were satisfactory.
Opversight by the board and senior management

were effective. OF’s operational risk position and
management were satisfactory. Primary examination
concerns related to information technology controls,
business continuity testing, and communication
protocols dealing with stressed funding conditions.

Affordable Housing and
Community Development

Affordable Housing Program

The Bank Act requires each of the FHLBanks to
establish an Affordable Housing Program (AHP) to
fund the purchase, construction, or rehabilitation of
affordable housing for very low- and low- or moderate-
income households.* FHLBank member financial
institutions can apply to their FHLBanks for AHP
grants or subsidized advances, which the members pass
on as grants or subsidized loans, respectively, to eligible
households or projects. Annually, each FHLBank is
required by statute to fund its AHP with 10 percent
of its net earnings from the prior year, provided that
the entire FHLBank System meets its contribution
minimum of $100 million. In 2019, the FHLBanks

“ See12 U.S.C. § 1430()).
% See 12 CFR Part 1291.

made available more than $404.1 million in AHP
subsidies nationwide (Figure 14). From 1990, the
AHPs first year, through 2019, the FHLBanks awarded
approximately $6.6 billion in AHP subsidies, assisting
more than 957,000 households.

AHP subsidies must be used either to fund
homeownership for households with incomes at or
below 80 percent of area median income (AMI) or for
the purchase, construction, or rehabilitation of rental
housing in which at least 20 percent of the units will
be occupied by, and affordable to, households with
incomes at or below 50 percent of AMI.

FHFA’s AHP regulation sets forth requirements for

the FHLBanks” implementation of their AHPs and
provides for two distinct subsidy programs.® First,
under the mandatory competitive application program,
the FHLBanks provide subsidized advances or grants
to members on behalf of project sponsors for the
purchase, construction, or rehabilitation of eligible
projects. To evaluate the applications, each FHLBank
adopts a competitive scoring process pursuant to
parameters in the AHP regulation. Second, under

the optional homeownership set-aside program, the
FHLBanks disburse grants through members to eligible
homebuyers or homeowners for down payment or
closing cost assistance, counseling, or rehabilitation

in connection with the household’s purchase or
rehabilitation of an owner-occupied unit to be used as
the household’s primary residence.

In November 2018, FHFA amended the AHP
regulation to provide the FHLBanks additional
authority and flexibility over the use of their AHP
funds and the selection of projects. The FHLBanks
were required to comply with the final rule’s retention
agreement amendments by January 1, 2020 and will
be required to comply with the rest of the final rule
amendments by January 1, 2021. An FHLBank may
choose, however, to comply with amended provisions
prior to those compliance dates. In 2019, some
FHLBanks chose to implement certain amended
provisions prior to the applicable compliance dates,
including streamlining monitoring requirements for
rental projects funded by the AHP and certain other
federal programs.
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Figure 14: Federal Home Loan Banks’ AHP Statutory Contributions?
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@ Data as of December 31, 2019.

AHP Competitive Application Program — Under the AHP competitive application program, FHLBank members apply
on behalf of project sponsors, typically nonprofit organizations or housing finance agencies, to their FHLBanks for AHP funds
pursuant to a competitive application scoring process. In 2019, rental housing units made up approximately 91 percent of all

units funded under the competitive application program, a slight increase from 89 percent in 2018 (Figure 15).

Figure 15: 2019 AHP Competitive Application Overview?

Rental Housing Projects Owner-Occupied Housing Projects Total Housing Projects

Total Number of

Awarded Projects 436 116 552
Subsidy Awarded

($ in Millions) $296.8 $43.8 $340.6
Number of Housing Units 25,898 2,477 28,375
Average Subsidy per Unit $11,462 $17,674 $12,004
Number of Very Low-Income 18.140 106 10046

Housing Units®

@ Data are current as of December 31, 2019 excluding AHP competitive application withdrawn projects. Dollars have been rounded.
b Very low-income is defined as households with incomes at or below 50 percent of AMI.

AHP Homeownership Set-Aside Program — Under the AHP Homeownership Set-Aside Program, an FHLBank may
annually set aside funds for homeownership programs. The limit that each FHLBank may set aside is the greater of
either $4.5 million or 35 percent of its statutorily required AHP annual contribution (10 percent of its net earnings
for the prior year). All 11 FHLBanks offered homeownership set-aside programs in 2019, with total funding of
approximately $117 million.

At least one-third of an FHLBank’s annual aggregate homeownership set-aside program allocation must be designated to
assist low- or moderate-income first-time homebuyers. FHLBank members may also use set-aside funds to assist other

low- or moderate-income households to purchase or rehabilitate a home.
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The 2018 amendments to the AHP regulation increased the maximum permissible set-aside subsidy per household
from $15,000 to $22,000. Although the FHLBanks were not required to comply with this amendment in 2019, one
FHLBank did provide some subsidies at this new maximum. The average set-aside subsidy per household in 2019 was
$6,581. The most common use of set-aside funds is to defray borrowers’ down payment and closing costs. In 2019,
1,298 set-aside grants funded the rehabilitation of owner-occupied homes (e.g., lead-based paint removal, weather

proofing, and accessibility retrofits), an increase from 1,120 grants in 2018, but below the historic peak of 1,642 grants

in 2012 (Figure 16).

Figure 16: Number of AHP Homeownership Set-Aside Grants Used for Rehabilitation Assistance (2007-2019)

Rehabilitation Grants

2007 2008 2009 2010 2011 2012

AHP Used in Conjunction with Other Sources of
Funding — The AHP is designed to work with a variety
of other funding sources and is frequently used in
conjunction with funding from nonprofit organizations
and housing programs at the federal, state, or local
level. For instance, an FHLBank member could use an
AHP subsidy to provide a construction or permanent
loan to a project, a mortgage to a homebuyer, or a
home repair grant to a homeowner. In all cases, the
Bank Act requires that the AHP subsidy be passed on to
the household.

In 2019, approximately 66 percent of AHP projects
received additional funding from federal programs
(Figure 17), such as the HOME Investment
Partnerships Program, the Community Development
Block Grant Program, and the Low-Income Housing
Tax Credit (LIHTC) Program. LIHTC was the most
common source of funding, supporting about 65 percent

of all approved AHP applications for rental housing.

2013 2014 2015 2016 2017 2018 2019

Figure 17: Number of AHP Projects Approved in 2019
Receiving Federal Funding?

o]
Community Development Block 49
Grant Program
HOME Investment Partnerships Program 145
LIHTC Program 282
Federal Housing Administration Programs 20
Other Federal Housing Programs 77
Projects Not Receiving Funding 186

from Federal Sources

# Data as of December 31, 2019 excluding AHP competitive withdrawn
projects. Some projects may have federal funding from more than
one source.
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Community Investment Program
and Community Investment
Cash Advance Program

Each FHLBank, through its statutorily mandated
CIP, offers advances to its members at the cost

of the FHLBanks’ consolidated obligations of
comparable maturities, taking into account reasonable
administrative costs. CIP advances may assist the
financing of housing for houscholds with incomes at
or below 115 percent of AMI. CIP funds also may
be used for economic development projects in low-
and moderate-income neighborhoods or that benefit
low- and moderate-income households. In 2019, the
FHLBanks issued approximately $3.3 billion in CIP
advances for housing projects and approximately

$90.5 million for economic development projects.

Each FHLBank may also offer optional CICA
programs, which are authorized under the CICA
regulation and the Bank Act. Under these programs,
FHLBanks may support the financing of targeted
economic development projects by offering low-cost,
long-term advances and grants through FHLBank
members, as well as through housing associates,

such as state and local housing finance agencies and
economic development finance authorities. In 2019,
the FHLBanks provided approximately $3.1 billion in
CICA advances for economic development projects,
such as commercial, industrial, and manufacturing
projects, social services, and public facilities that met
the requirements for qualifying as one of the specified
targeted beneficiaries in the CICA regulation. This was

roughly the same amount of funding as in 2018.

Community Development Financial Institutions —
Two types of CDFIs are eligible to become FHLBank
members: federally-insured depository CDFIs and
non-depository CDFIs. As of December 31, 2019,
60 non-depository CDFIs were members of the
FHLBank System, the same number as in 2018.4

Housing Goals
FHFA’s FHLBank Housing Goals regulation establishes

requirements for single-family loans purchased by the
FHLBanks from their members through their AMA
programs (housing goals). The housing goals measure
the extent to which FHLBanks’ AMA programs serve
low- and very low-income families and families residing
in low-income areas. The housing goals are generally
consistent with the single-family housing goals for

the Enterprises, while taking into account the unique

mission and ownership structure of the FHLBanks.*

The housing goals apply only to a FHLBank that
purchases loans through the AMA programs with a
total unpaid principal balance exceeding $2.5 billion in
a given year. For each FHLBank subject to the housing
goals, FHFA evaluates the FHLBank’s performance
across four categories: low-income home purchase, very
low-income home purchase, low-income areas home
purchase, and low-income refinance. For each category,
FHFA uses Home Mortgage Disclosure Act (HMDA)
data to develop a market comparison benchmark and
then evaluates whether the percentage share of the
FHLBank’s applicable AMA mortgage purchases meets

or exceeds that level.

In 2018, the FHLBank of Chicago exceeded the

$2.5 billion volume threshold. In 2019, FHFA
evaluated the FHLBank’s housing goals performance
based on its AMA mortgage purchases and determined
that the FHLBank did not meet the housing goal
levels for the four goal categories in 2018 (Figure 18).
FHFA’s final determination letter to the FHLBank of
Chicago did not require the submission of a housing

plan based on its performance in 2018.

In 2019, four FHLBanks exceeded the $2.5 billion
volume threshold: Chicago, Cincinnati, Des Moines,
and Topeka. FHFA is in the process of evaluating their
housing goals performance. FHFA’s evaluation will be
completed after the release of the 2019 HMDA data.

On June 4, 2020, FHFA amended the FHLBank
Housing Goals regulation to address limitations in

the regulation. The final rule sets a single prospective

% Bank membership is available at. hitps://www.fhfa.gov/DataTools/Downloads/Pages/Federal-Home-Loan-Bank-Member-Data.aspx.

7 See 12 CFR Part 1281.
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mortgage purchase housing goal as a share of each FHLBank’s total AMA purchases and sets a new small member
participation housing goal for participation by small institutions. The amendments provide greater certainty about
each year’s housing goals expectations by eliminating the volume threshold. The rule also allows FHLBanks to propose
different target levels for mortgage purchases and small member participation, subject to FHFA approval. The new

housing goals become effective in 2021.

Figure 18: FHFA Determination of FHLBank of Chicago Housing Goals Performance 2018

Housing Goals (Chicago Districy) (Total AMA Purchases)® Performance and Goal Level
Low-Income Home Purchase 30.5% 15.5% -15.0%
Very Low-Income Home Purchase 9.1% 2.8% -6.3%
Low-Income Areas Home Purchase 17.6% 10.9% -6.7%
Low-Income Refinance 34.3% 19.1% -15.2%

@ Market affordability for loans originated within the district based on HMDA data.

> Based on all qualifying AMA purchases. Includes AMA purchases regardless of whether the loan was originated within the district.

Community Support Program
The Bank Act requires FHFA to adopt regulations

establishing standards of community investment or
service that FHLBank members must meet in order to
maintain access to long-term advances.** The Bank Act
further states that the regulations shall take into account
factors such as a member’s performance under the
Community Reinvestment Act of 1977 (CRA) and the
member’s record of lending to first-time homebuyers.*’
FHFA's Community Support Program (CSP) regulation
implements these statutory provisions by establishing
standards and procedures for the submission and review
of FHLBank members’ performance.® Under the CSP
regulation, every two years, members are required to
submit to FHFA a Community Support Statement
describing their latest CRA ratings and activities

supporting first-time homebuyers.

12U.5.C. § 1430(g)(1).
“ ld. § 1430(9)(2).
%012 CFR Part 1290.

Based on its review of each member’s Community
Support Statement, FHFA determines whether the
member has complied with the community support
standards and whether the member’s access to long-
term advances, FHLBank AHPs, or other FHLBank
CICA programs should be restricted. FHFA gives each
FHLBank member one of three Community Support
Statement review results: compliance, probation, or

restriction (Figure 19).

Pursuant to the biennial review cycle, 6,409 FHLBank
members submitted their Community Support Statement
in 2019. Of these members, 99 percent received a
compliance review result and fewer than 1 percent

received a probation or restriction review result.
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Figure 19: FHFA Community Support Statement Review Results, Standards and Actions

Results Standard

Member institution is in compliance with the requirements of

Compliance  FHFA's CSP regulation.

Member institution is placed on probation if:

« its most recent CRA rating was “Needs to Improve,” and

- either the member has not received any other CRA rating or its second-most  CICA programs during the probationary
recent CRA rating was “Outstanding” or “Satisfactory.”

Probation

Member institution is placed on restriction if:

« it does not submit a Community Support Statement;

Action

Member maintains access to FHLBank'’s
long-term advances and AHP and other
CICA programs.

If @ member is placed on probation, the
member may continue to obtain long-term
FHLBank advances and access to AHP and

period. The probationary period runs until
the member’s next CRA rating.

If @ member is placed on restriction, the
member is unable to obtain long-term
FHLBank advances or to participate in AHP

« it has not demonstrated compliance with the first-time homebuyer standard;  and other CICA programs until the restriction

Restriction

« its most recent CRA rating was “Substantial Noncompliance”;

is removed.

« its most recent CRA rating was “Needs to Improve,” and its second-most

recent CRA rating was “Needs to Improve”; or

« its most recent CRA rating was “Needs to Improve,” its second-most recent
CRA rating was “Substantial Noncompliance,” and its third-most recent CRA
rating was “Needs to Improve” or “Substantial Noncompliance.”

Source: Community Support Program Regulation (12 CFR Part 1290).

Directors’ Compensation
and Expenses
The FHLBanks are governed by boards of directors,

which range in size from 14 to 22 members. Statute
requires the majority of FHLBank board members

to be Member directors, who are officers or directors

of member institutions, and at least 40 percent to be
Independent directors. Independent directors must
reside in the district of the FHLBank where they

serve as a board member and cannot be officers of

a FHLBank or directors, officers, or employees of a
member of the FHLBank where they serve. OF’s board
comprises 5 independent directors and all 11 FHLBank
presidents. The FHLBank presidents do not receive

compensation for their service on the OF board.

The FHLBanks are permitted to provide reasonable
compensation to their boards of directors for time
required and necessary expenses, subject to FHFA
review. Each of the 11 FHLBanks and OF provides
FHFA with its Directors Compensation Policy (Policy),
which establishes the maximum compensation for

each director, the criteria for each director to receive

that compensation, and the timing of payments for

the upcoming year. FHFA reviews each Policy to
assess the reasonableness of the proposed maximum
compensation considering third-party market data
and to ensure that it includes a provision for reduced
compensation of any director who does not attend a
certain number of meetings or fails to be a contributing
board member. In 2019, based on the reports of
attendance and compensation paid submitted by OF
and each FHLBank, FHFA found that OF and all

the FHLBanks adhered to their Policies and reduced
director compensation when required. Figure 20
shows the approved maximum compensation amounts
available in 2019 for the listed board positions at each
FHLBank and OF

Included in director compensation are payments for
certain expenses incurred by a director’s spouse or guest.
Spouse and guest payments include travel expenses
reimbursed to the director and the cost per attendee

of group events offered to directors and their guests

in conjunction with a meeting. Figure 21 contains
information on FHLBank directors’ compensation in
2019 and its component parts: compensation paid in
cash, compensation deferred, and amounts paid for

spouse and gLICSt expenses.
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Figure 20: 2019 Annual Maximum Compensation for FHLBank Directors

Audit Committee Other Committee

Federal Home

Loan Bank Vice Chair Chair Chairs Directors
Atlanta $130,000 $120,000 $115,000 $110,000 $100,000
Boston $132,500 $112,500 $112,500 $112,500 $102,500
Chicago $137,000 $122,000 $122,000 $112,000 $102,000
Cincinnati $145,000 $125,500 $125,500 $122,500 $110,000
Dallas $132,613 $116,699 $116,699 $111,395 $100,786
Des Moines $138,000 $127,000 $122,000 $117,000 $106,000
Indianapolis $132,500 $119,000 $118,000 $113,000 $103,000
New York $133,000 $118,000 $116,000 $112,500 $102,500
Office of Finance®” $135,000 N/A $115,000 $110,000 $102,500
Pittsburgh $145,000 $122,500 $122,500 $122,500 $110,000
San Francisco* $140,000 $135,000 $125,000 $120,000 $115,000
Topeka $137,500 $117,500 $117,500 $117,500 $107,500
Average $136,509 $121,427 $118,975 $115,075 $105,149
Median $136,000 $120,000 $117,750 $112,750 $102,750

@ The compensation at OF is for independent directors only. FHLBank presidents do not receive compensation for these responsibilities. The vice chair is a
FHLBank president.

b The chair of the Risk Committee for OF also receives $115,000.
¢ The chair of the Risk Committee receives $125,000 and members of the audit committee receive $120,000.
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Figure 21: FHLBank Directors’ Compensation for 2019

Total Director

Fodra e SN COMBSTSEUOn Do DO oGt Exponses _ Compensaton

Loan Bank + Spouse/Guest Expenses)
Average Total Average Total Average Total Average Total

Atlanta $85,321  $1,194,500 $22,893  $320,500 $1,620 $22,683  $109,835 $1,537,683
Boston $67,428  $1,146,275 $41,543  $706,225 $0 $0  $108,971  $1,852,500
Chicago $99,093  $1,783,675 $8,942  $160,950 $982 $17,673  $109,017  $1,962,298
Cincinnati $114,699  $2,064,575 $0 $0 $1,588 $28,591 $116,287  $2,093,166
Dallas $71,689  $1,218,714 $35,962  $611,346 $506 $8,599  $108,156 $1,838,659
Des Moines® $86,070  $1,893,547 $24,442  $537,720 $48 $1,064  $110,560 $2,432,330
Indianapolis $§77,521  $1,317,850 $31,979  $543,650 $870 $14,784  $110,370 $1,876,284
New York $108,263  $2,057,000 $0 $0 $997 $18,935  $109,260 $2,075,935
Office of Finance $114,000  $570,000 $0 $0 $0 $0  $114,000  $570,000
Pittsburgh® $94,335  $1,509,354 $22,187  $354,984 $428 $6,844  $116,949 $1,871,182
San Francisco $74,467  $1,117,000 $47,200  $708,000 $501 $7,522  $122,168 $1,832,522
Topeka® $78,916  $1,420,490 $29,882  $537,875 $2,011 $36,198  $110,809  $1,994,562
Total (All Directors)  $1,071,802 $17,292,980  $265,028 $4,481,250 $9,551 $162,893 $1,346,381 $21,937,123
Average $89,317  $1,441,082 $22,086  $373,437 $796 $13,574 $112,198  $1,828,094
Median $85,696  $1,369,170 $23,667  $446,352 $688 $11,692  $110,465 $1,873,733

@ At the FHLBank of Des Moines, a director was declared ineligible on April 8, 2019 and replaced on June 25, 2019.
b At the FHLBank of Pittsburgh, 3 of the 16 directors resigned (1 each in the first, third, and fourth quarters) and 2 directors were added in the second quarter.
¢ At the FHLBank of Topeka, a director resigned on June 30, 2019 and was replaced on July 1, 2019, and another director died in August 2019.

In addition to information about director compensation, the FHLBanks and OF are required each year to submit to
FHFA for review major expenses incurred by the boards of directors, which are either paid directly by the FHLBank or
reimbursed to the directors. Figure 22 summarizes this information. Board Expenses Attributable to Directors includes
all travel-related expenses for which the directors are reimbursed, including transportation, lodging, and food. Director
Training Expenses includes the costs of external speakers at board meetings, board member attendance at training
conferences, and educational materials. Other Director Expenses includes the costs of attendance at FHLBank-related
events, such as annual member meetings, chair and vice chair meetings, and Council of FHLBanks meetings. Group
Expenses includes costs not directly attributable to individuals, such as food and beverages at meetings, audio-visual
services, and meeting space rentals. Figure 23 summarizes the average and total costs of the directors of each FHLBank

and OF as the sum of compensation and expenses.
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Figure 22: FHLBank Directors’ Expenses in 2019

Board Expenses Director Training Other Director Group
Federal Home Attributable to Directors Expenses Expenses Expenses
Loan Bank

Average Total Average Total Average Total Average Total
Atlanta $14,432  $202,049 $5,012 $70,162 $1,271 $17,791 $6,474 $90,641
Boston $5,126 $87,144 $518 $8,804 $419 $7,120 $2,419 $41,126
Chicago $9,164  $164,958 $3,389 $61,002 $717 $12,901 $7,346  $132,230
Cincinnati $10,284  $185,111 $1,943 $34,970 $388 $6,985 $2,067 $37,203
Dallas $4,466 $75,930 $1,887 $32,077 $608 $10,331 $4,698 $79,869
Des Moines $7,685  $169,076 $4,052 $89,150 $968 $21,297 $7,621  $167,664
Indianapolis $4,892 $83,160 $3,499 $59,489 $1,056 $17,951 $4,343 $73,834
New York $7,839  $148,945 $808 $15,360 $729 $13,848 $4,641 $88,188
Office of Finance? $6,455 $32,275 $2,001 $10,004 $916 $4,582 $4,489 $71,818
Pittsburgh $7,569  $121,097 $1,207 $19,309 $3,739 $59,818 $1,665 $26,641
San Francisco $8,392  $125,875 $5,209 $78,136 $2,459 $36,880 $4,621 $69,313
Topeka $8,237  $148,265 $2,522 $45,401 $1,108 $19,936 $1,876 $33,770
Total (All Directors) $94,541 $1,543,884 $32,047  $523,866 $14,376  $229,438 $52,261 $912,299
Average $7878  $128,657 $2,671 $43,656 $1,198 $19,120 $4,355 $76,025
Median $7,762  $137,070 $2,262 $40,185 $942 $15,819 $4,555 $72,826

@ Group Expenses for OF covers the full board including the 11 FHLBank presidents.
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Figure 23: FHLBank Directors’ Total Cost for 2019

Fedral Home e (Al Exponses Induding rastatDirecor Gost
S g Tt Bxpnes
pouse p p p

Average Total Average Total Average Total
Atlanta $109,835 $1,537,683 $27,189 $380,643 $137,023 $1,918,326
Boston $108,971 $1,852,500 $8,482 $144,194 $117,453 $1,996,694
Chicago $109,017 $1,962,298 $20,616 $371,092 $129,633 $2,333,390
Cincinnati $116,287 $2,093,166 $14,682 $264,269 $130,969 $2,357,435
Dallas $108,156 $1,838,659 $11,659 $198,207 $119,816 $2,036,866
Des Moines® $110,560 $2,432,330 $20,327 $447,187 $130,887 $2,879,517
Indianapolis $110,370 $1,876,284 $13,790 $234,434 $124,160 $2,110,718
New York $109,260 $2,075,935 $14,018 $266,341 $123,278 $2,342,276
Office of Finance $114,000 $570,000 $23,736 $118,679 $137,736 $688,679
Pittsburgh® $116,949 $1,871,182 $14,179 $226,865 $131,128 $2,098,047
San Francisco $122,168 $1,832,522 $20,680 $310,205 $142,848 $2,142,727
Topeka® $110,809 $1,994,562 $13,743 $247,372 $124,552 $2,241,935
Total (All Directors) $1,346,381 $21,937,123 $203,101 $3,209,487 $1,549,482 $25,146,610
Average $112,198 $1,828,094 $16,925 $267,457 $129,123 $2,095,551
Median $110,465 $1,873,733 $14,430 $255,821 $130,260 $2,126,722

@ At the FHLBank of Des Moines, a director was declared ineligible on April 8, 2019 and replaced on June 25, 2019.

b At the FHLBank of Pittsburgh, 3 of the 16 directors resigned (1 each in the first, third, and fourth quarters) and 2 directors were added in the
second quarter.

¢ At the FHLBank of Topeka, a director resigned on June 30, 2019 and was replaced on July 1, 2019, and another director died in August 2019.
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DODD-FRANK
ACT STRESS TESTS

In This Chapter



Overview of the
Dodd-Frank Wall Street
Reform and Consumer

Protection Act Stress Tests

Section 165(i)(2) of the Dodd-Frank Wall Street Reform
and Consumer Protection Act of 2010 (Dodd-Frank
Act) requires certain financial companies with total
consolidated assets of more than $10 billion, and which
are regulated by a primary federal financial regulatory
agency, to conduct annual stress tests to determine
whether the companies have the capital necessary to
absorb losses as a result of severely adverse economic
conditions. Dodd-Frank Act stress testing is a forward-
looking exercise that assesses the impact on capital
levels that would result from a global market shock and

nine quarters of adverse economic conditions.

The 2019 Dodd-Frank Act stress tests conducted by
Fannie Mae and Freddie Mac (the Enterprises) and the
FHLBanks (collectively, the regulated entities) were
based on their portfolios as of December 31, 2018. The
stress tests covered three distinct scenarios, each over
the nine-quarter period from January 1, 2019 through
March 31, 2021.

First, the Baseline scenario models an environment

of moderate economic expansion in the United

States. Average nominal house price appreciation

is approximately 2.5 percent per year through 2020
and roughly 3.0 percent per year thereafter. The
unemployment rate declines modestly through the

first half of 2020 then rises over the remaining three
quarters. Mortgage interest rates increase moderately in

line with long-term Treasury yields.

Second, the Adverse scenario models an environment
of weakening economic activity in the United States.
House prices decline 14 percent. The unemployment
rate steadily rises. Short-term interest rates and long-term
Treasury yields fall. Mortgage interest rates increase in

the first half of the scenario period then fall gradually.

Dodd-Frank Act Stress Tests

Third, the Severely Adverse scenario models an
environment marked by a severe global recession. House
prices and commercial real estate prices in the United
States decline 25 percent and 35 percent, respectively.
The unemployment rate increases significantly. Short-
term interest rates drop to nearly zero. Long-term
Treasury rates increase slightly through the first quarter
0f 2020. Mortgage interest rates increase in the first

half of the scenario period then fall gradually.

The Federal Housing Finance Agency (FHFA) aligned
the stress test scenario variables and assumptions with
those used by the Board of Governors of the Federal
Reserve System (Federal Reserve Board) in its annual
Dodd-Frank Act stress tests. Similar to the stress
testing assumptions used by the Federal Reserve Board
for the Adverse and Severely Adverse scenarios, FHFA
required the regulated entities to apply a global market
shock to securities and other assets held at fair value.
The assumed result of the global market shock was an
instantaneous loss and reduction of capital in the first
quarter of the planning horizon with no recovery of

such losses over the nine quarters.

FHFA required the regulated entities to incorporate

a counterparty default scenario component into the
Adverse and Severely Adverse scenarios. This additional
component required each regulated entity to estimate
the potential losses and effects on capital associated
with the instantaneous and unexpected default of its
largest counterparty across one of the following: secured
and unsecured lending, securities lending, repurchase
and reverse repurchase agreements, and derivative
exposures; single-family mortgage insurance providers;

or providers of multifamily credit enhancements.
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2019 Results for the Severely Adverse Scenario

The Enterprises

FHFA, acting in its capacity as conservator, published the results of the Severely Adverse scenario stress tests of the Enterprises
on August 15, 2019. In the Severely Adverse scenario, each Enterprise projected total comprehensive losses with and without
establishing a valuation allowance on deferred tax assets. As shown in Figure 24, Fannie Mae projected total comprehensive
losses of $9.5 billion (without allowance) and $26.1 billion (with allowance), and Freddie Mac projected total comprehensive
losses of $8.4 billion (without allowance) and $17.2 billion (with allowance). The largest contributor to comprehensive losses
at both Enterprises was the provision for credit losses, followed by the global market shock impact on trading securities and
Available-for-Sale (AFS) securities.

Figure 24: Severely Adverse Scenario Projections - Cumulative Comprehensive Losses

Fannie Mae Freddie Mac
($ Billions) ($ Billions)
$30 $30
$20 $20
$10 $10

Cumulative projected Cumulative projected Cumulative projected Cumulative projected

comprehensive losses comprehensive losses comprehensive losses comprehensive losses
without establishing with establishing without establishing with establishing

valuation allowance on valuation allowance on valuation allowance on valuation allowance on
deferred tax assets deferred tax assets deferred tax assets deferred tax assets



Dodd-Frank Act Stress Tests

Federal Home Loan Banks

The FHLBanks published the results of their Severely Adverse scenario stress tests between November 15, 2019

and November 30, 2019. All the FHLBanks maintained compliance with regulatory capital and leverage capital
requirements over the nine quarters of the stress test. Although some variables caused negative net income or other
reductions in capital under the Severely Adverse scenarios, these losses were lower than the cushion the FHLBanks held
above their capital requirements at the start of the stress test. Figure 25 depicts the lowest regulatory capital and leverage

capital ratios at each FHLBank during the nine-quarter planning horizon.

Under the Severely Adverse scenario, 9 of the 11 FHLBanks projected negative net income in the first quarter. Three of
the FHLBanks projected cumulative losses over the nine-quarter period, largely due to losses in the first quarter as a result
of counterparty default exposure. Several FHLBanks projected significant declines in Generally Accepted Accounting
Principles (GAAP) capital, mainly due to declines in the market value of AFS securities that resulted from the projected
global market shock. Decreased value of AES securities directly reduced GAAP capital but did not affect net income.
The limited effect of reduced values of AFS securities was primarily a function of the size and rating of the private label

mortgage-backed security portfolios held as AFS.

Figure 25: Regulatory and Leverage Capital Ratios of the FHLBanks
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About the Federal Housing
Finance Agency’s Diversity
and Inclusion Efforts and
Statutory Responsibilities

Pursuant to Section 342 of the Dodd-Frank Wall
Street Reform and Consumer Protection Act of 2010
(Dodd-Frank Act),”! the Federal Housing Finance
Agency (FHFA) Office of Minority and Women
Inclusion (OMWI) advances diversity and inclusion
(D&I) at the Agency and the regulated entities. This
includes developing and implementing standards

to ensure equal employment opportunity (EEO)
within, and to promote the racial, ethnic, and gender
diversity of, FHFA’s workforce and senior management;
increasing participation of minority- and women-
owned businesses in FHFA programs and contracts
and providing technical assistance to such businesses;
and assessing the D&I policies and practices of

the regulated entities through supervision, policy
oversight, and annual on-site examinations.”> Led

by a director, OMWT staff consists of Diversity and
Inclusion Specialists, Financial Institution Examiners,
EEO Specialists, and Policy, Data, Management, and
Program Analysts.

FHFA is among eight federal financial regulators,
often referred to as the Financial Institutions Reform,
Recovery, and Enforcement Act (FIRREA) agencies,
that the Dodd-Frank Act requires to submit an
annual report to Congress providing an overview of
its workforce demographics, contracting data, and
D&I program, strategies, and initiatives. FHFA
delivered its 2019 OMWI Annual Report to Congress in
March 2020. The report describes FHFA’s progress
in expanding its contracting opportunities within

the Agency and among the regulated entities, and

it summarizes OMWT’s significant activities during
calendar year 2019, including successes achieved and
challenges to overcome. Select highlights from the

report are summarized below.

5 See 12 U.S.C. § 5452.
5 See 12 U.S.C. § 5452(0)(2).

Diversity and Inclusion

Promoting Diversity and
Inclusion in the Federal
Housing Finance

Agency’s Workforce

The Federal Housing Enterprises Financial Safety

and Soundness Act of 1992 requires FHFA to “take
affirmative steps to seek diversity in its workforce at all
levels of the Agency consistent with the demographic
diversity of the United States.”* OMWT’s D&I
branch leads the Agency’s efforts to fulfill this statutory
responsibility by implementing D& strategic goals
and objectives that promote workforce and supplier
diversity through the Agency’s Minority and Women

Outreach Program.

In 2019, FHFA's total minority population represented
43.9 percent of the Agency workforce, a slight increase
from 42.9 percent in 2018, and up from 41.0 percent
in 2015. FHFA evaluates the composition of its
workforce against the federal workforce and the Civilian
Labor Force (CLF). As of December 31, 2019, the total
representation of minorities in FHFA’s workforce

(43.9 percent) was higher than that of the federal
workforce (37.1 percent as of March 2019) and the
CLF (27.6 percent as of 2010). FHFA’s minority
workforce in 2019 comprised the following groups:
African American (22.1 percent), Hispanic (2.0 percent),
Asian (14.0 percent), Native American (0.2 percent),
and two or more races (5.7 percent). While the
number of male employees has grown at a faster rate
than the number of female employees between 2015
and 2019, an increase in the proportion of women and
minorities among new hires and promotions helped to
diversify the face of the workforce and management at
FHFA in 2019.

Of the 45 employees hired in 2019, minorities and
women represented 51.1 percent and 44.4 percent,
respectively. FHFA’s 2019 minority hiring rate was
higher than those of the CLF (27.6) and the federal

5 FHFA's 2019 OMWI Annual Report to Congress is available at. hitps://www.fhfa.gov/AboutUs/Reports/ReportDocuments/OMWI-2019-Annual-Report.pdf.

512 U,S.C. § 4520(7).
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workforce (36.9 percent); FHFAs 2019 female hiring rate
was higher than that of the federal workforce (43.8 percent)
and lower than that of the CLF (48.1 percent). Of the

39 employees promoted in 2019, minorities and women

represented 53.9 percent and 61.5 percent, respectively.

FHFA is required by statute to promote diversity among
all levels of the workforce, including management and
executives. OMWI leads the Agency’s efforts to meet
this requirement. Between 2015 and 2019, FHFA saw
a decrease in the proportion of women supervisors (from
43.9 percent to 41.9 percent), women executives (from
32.7 percent to 27.7 percent), and minority women
executives (from 18.4 percent to 12.8 percent). However,
over that same time period, the proportion of minority
women supervisors increased from 15.2 percent to
17.7 percent, and the proportion of minority supervisors

increased from 31.8 percent to 40.3 percent.

To foster a diverse workforce of the future, the Office
of Human Resources Management (OHRM) and
OMWI conduct outreach for FHFA’s recruitment
and internship activities. In 2019, FHFA continued
to sponsor its annual Pathways Summer Internship
Program for college and graduate students, as well

as recent college graduates. The program provides
meaningful training and professional development
opportunities for individuals interested in a career in
financial services or the federal government, especially
those pursuing degrees in economics, financial

or business management, statistics, mathematics,
accounting, and information technology. These
internships are paid positions that offer students
work experiences related to their field of study.

FHFA announced its 2019 internship opportunities
on USAJobs, the federal government’s recruiting
website, and on the Agency’s website. OHRM and
OMWI conducted outreach to numerous colleges and
universities, including Historically Black Colleges and
Universities and Hispanic-Serving Institutions. Of
FHEFA’s 22 summer interns in 2019, 59.1 percent were

minorities and 54.5 percent were women.

% See 12 U.S.C. § 4520(a)-(c).
% See 12 CFR Part 1223.

Supervision and
Examination of the
Regulated Entities’ Diversity

and Inclusion Programs

The Enterprises and the Federal Home Loan Banks
(FHLBanks) are unique among federally regulated
financial institutions in that they are required by law
to establish an OMWI, or its functional equivalent, to
promote diversity and ensure inclusion in all business
activities, including employment, management, and
contracting, in accordance with FHFA standards

and requirements.” FHFA’s Minority and Women
Inclusion regulation (MWI regulation) implementing
the statute requires the regulated entities to “develop,
implement, and maintain policies and procedures to
ensure, to the maximum extent possible in balance
with financially safe and sound business practices,

the inclusion and utilization of minorities, women,
individuals with disabilities, and minority-, women-,
and disabled-owned businesses in all business and
activities and at all levels” of the organization.”® FHFA's
MWI Regulation also requires each regulated entity to
develop a D&I strategic plan and report annually to
FHFA a variety of related data.

In 2019, OMWT’s supervision and examination team
completed its third year of examinations of the D&I
Program (Program) of the regulated entities. OMWI
completed 14 examinations, surpassing its FY2020
Performance Measure target of 10 examinations.
Leveraging the results from the 2017 and 2018
examinations, OMWI provided further guidance to the
regulated entities in the areas of workforce, contracting,
and finance. Also, OMWI enhanced its standards and
systems that support standardized data reporting under
the MW1I Regulation. These enhancements facilitate
OMWT’s continued development and assessment of
D& standards and regulatory compliance across the

regulated entities.

D& examinations of the Enterprises are led and

carried out by an OMWI Senior Examination Specialist



stationed on-site and supported by subject-matter
experts at FHFA’s headquarters. In alignment with the
requirements of FHFA regulation and the guidance in
the 2019 Scorecard for Fannie Mae, Freddie Mac, and
Common Securitization Solutions (2019 Scorecard),

in 2019, both Enterprises continued to implement a
formalized process to assess and, where appropriate,
integrate D&I across programs and initiatives. They
also identified performance-based D&I goals aligned
with the objectives in the 2019 Scorecard. OMWI also
provided guidance to the management of Common
Securitization Solutions, LLC (CSS), to support its
creation and implementation of a D&I strategic plan,
then executed its 2019 examination plan to perform a
comprehensive review of the Enterprises’ joint venture’s
Program. Components reviewed include board
oversight, strategic planning, organizational framework,
contracting, workforce, finance, reporting, compliance,

and internal auditing.

FHEA’s OMWI supervises and performs annual on-site
examinations of the FHLBank System’s D& programs.
An OMWI Senior Examination Specialist leads and
carries out D&I examination activities, and continuous
monitoring and ongoing supervision throughout the
year. Consistent with the requirements of FHFA
regulation, in 2019, the FHLBank System developed
strategies to ensure the consideration and integration
of D&I in all their businesses and activities. Each of
the 11 FHLBanks and the Office of Finance established
D& goals and performance-based targets. FHFA’s
OMWI is working with the chairs and vice chairs of
the FHLBank System’s boards of directors to identify
D&I competencies, which once finalized, should be
considered when assessing and selecting board members
across the FHLBank System.

Diversity and Inclusion
Examination Results

The scope of the examinations changes from year

to year. The results summarized below are based on

the aspects of each regulated entity’s Program that

were examined in 2019: Board Oversight, Strategic
Planning, Organizational Framework, Contracting, and
Internal Audit.

Diversity and Inclusion

Fannie Mae

At the time of its examination in 2019, the Program
was satisfactory. The aspects of the Program reviewed
during the 2019 examination demonstrated Fannie
Mae’s continued commitment to D&I and the
successful development, implementation, and
execution of a Program that has far-reaching impact
on the housing industry and the advancement of
minority-, women-, and disabled-owned businesses
(MWDOB). Fannie Mae’s Program contained an
acceptable D&I governance framework, including
effective board oversight and adequate organizational
structure, including dedicated resources, an acceptable
D& Strategic Plan, and effective reporting protocols.
Although Fannie Mae successfully remediated prior
D& supervisory concerns and continued to advance
efforts to ensure development and implementation
of a sound Program, FHFA identified opportunities
for Fannie Mae’s OMWI to enhance documentation
that demonstrates the execution of its oversight and
monitoring responsibilities. As a result, FHFA issued
a finding with which management concurred and

committed to implementing corrective action.

Freddie Mac

At the time of its examination in 2019, the Program
needed improvement. In 2019, FHFA found that,
while Freddie Mac’s Program made progress since
FHFAs initial examination in 2017, there are facets

of the Program that require implementation or
improvement. Freddie Mac continued work to enhance
its Program in response to D&I supervisory concerns
from the 2017 examination. For instance, Freddie Mac
established an acceptable D&I governance framework,
including effective board oversight, adequate resources,
and acceptable reporting protocols. However, FHFA
identified several elements of the Program that
continue to require attention. For example, the D&I
Strategic Plan is inadequate, Program policies require
improvement, and elements of the supplier diversity
Program are underdeveloped. FHFA’s conclusions

prohibited closure of the previously issued finding.
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Common Secuiritization Solutions, LLC

At the time of its examination in 2019, the Program
needed improvement. In 2019, CSS made progress
toward meeting its D&I objectives. FHFA rated CSS
“complete” with respect to the 2019 Scorecard’s D&I
provisions; however, concerns remain. For instance, the
year-end status of many CSS D& goals was either “on
track” or “in process, ongoing” and CSS did not achieve
its target for female workforce representation. The
D& objectives in the 2020 Scorecard for the Enterprises
and Common Securitization Solutionsrequire CSS to
develop new strategies, goals, and targets that align with
executing a D&I operational plan. FHFA recommends
that CSS partner with the Enterprises to leverage their
successful adoption of Agency-acceptable, quantifiable
D&I goals and reporting. CSS will need to focus on
operating within a developed framework and reporting

against Program performance.

District 1: The Federal Home Loan
Bank of Boston

At the time of its examination in September 2019, the
Program was satisfactory. Management successfully
resolved findings from the previous examination

and deficiencies that remained open from the 2017
examination. The Bank’s D&I policies, procedures,
and practices were satisfactory in 2019 and allowed for
adequate implementation and oversight of the supplier
diversity program. However, FHFA recommended that
the Bank enhance its vendor search practices and that
management remain focused on fully implementing a

sustainable Program.

District 2: The Federal Home Loan
Bank of New York

At the time of its examination in April 2019, the
Program needed improvement. The Program
governance framework improved in 2019. FHFA
found the Bank had an acceptable D&I organizational
framework, including proper organizational structure,
established policies, procedures, and processes ensuring
proper execution of the D&I program, adequate board
oversight and reporting protocols, and an effective
strategic planning process. However, the Bank

exhibited deficiencies in the areas of compliance and

the supplier diversity program, as a result of which

FHFA issued findings.

District 3: The Federal Home Loan
Bank of Pittsburgh

At the time of its examination in April 2019, the
Program continued to improve. The Bank corrected the
deficiencies identified at the previous examination. Policies,
procedures and practices governing supplier diversity were
sound and allowed for adequate implementation and
oversight of the Program. However, FHFA found that the
Program did not include a process to ensure that the Bank
appropriately identified nonexempt services (pursuant to
the MW1I Regulation) and provided opportunities to bid
for those contracts available to eligible businesses, including
MWDOB. Management must review the process for
identifying, distinguishing, and communicating exempt
and non-exempt contracts for goods and services to

ensure that contracting opportunities are available to all
eligible businesses, including M\WDOB.

District 4: The Federal Home Loan
Bank of Atlanta

At the time of its examination in January 2019,

the Program was satisfactory. Policies, procedures,

and practices were sound and allowed for adequate
implementation and oversight of the Program. All
prior examination issues were satisfactorily addressed.
Management adopted quantifiable goals and metrics for
the key areas of workforce, contracting, and finance. The
goals were included in the 2018 board-approved D&I
Strategic Plan. The goals and metrics included strategies
and activities to achieve established targets. Management

provided quarterly performance reports to the board.

District 5: The Federal Home Loan
Bank of Cincinnati

At the time of its examination in April 2019, the
Program needed improvement. The Bank continued
working to enhance its Program and the Program’s
governance, workforce, contracting, and finance
frameworks. FHFA found the Bank had an acceptable
D& organizational framework, including proper

organizational structure, adequate board oversight and



reporting protocols, and an effective strategic planning
process. However, the Bank did not remediate the
deficiencies in the risk assessment process identified at
the 2018 examination, nor did the governance structure
include all the necessary elements of a comprehensive
Program. FHFA identified deficiencies in the contracting
and workforce components of the Program; as a result,
the 2018 finding remains open and FHFA issued a new

finding at this examination.

District 6: The Federal Home Loan
Bank of Indianapolis

At the time of its examination in October 2019, the
Program continued to improve. The Bank directed
significant attention to remediating deficiencies
previously identified, which management successfully
resolved. The Bank made progress in developing a
comprehensive Program, covering workforce, contracting,
and finance. However, the supplier diversity program
did not appropriately identify the rationale for exempting
contracts and activities from D&I consideration and
management did not adequately document the adverse
impact these exemptions potentially had on MWDOB.
FHFA also found that the Bank did not have formal
policies and procedures governing the publication of
contracting opportunities and notification to MWDOB
to submit bids for such opportunities. FHFA issued

findings as a result of these deficiencies.

District 7: The Federal Home Loan
Bank of Chicago

At the time of its examination in July 2019, the
Program needed improvement. Management successfully
remediated previously identified deficiencies. The Bank
continued to work to enhance its Program in the areas
of governance, workforce, contracting, and finance.
The Bank established an acceptable D&I framework,
including effective board oversight and strategic planning
process, mostly adequate policies and procedures,

and acceptable reporting protocols. However,

several elements of the Program require attention.

The Bank did not demonstrate that the OMWI

Officer performed all the role’s required duties and
responsibilities; supplier diversity policies, procedures

and processes required improvement; and the Program

Diversity and Inclusion

did not include formal training. FHFA issued a finding
requiring management to implement corrective actions

to address these deficiencies.

District 8: The Federal Home Loan
Bank of Des Moines

At the time of its examination in September 2019, the
Program needed improvement. The Bank’s OMWI
consists of the OMWI Officer, a Diversity and
Inclusion Manager, and a newly hired Reporting and
Compliance Analyst. The OMWI Officer is a member
of the Bank’s executive team, participates in board
meetings, and serves as the Bank’s liaison to the board’s
Human Resources and Compensation Committee. The
Bank incorporated D& into its succession planning
and strategic planning processes and established D&I
policies and procedures. While the Bank devoted
significant time and resources to the D&I Program

in recent years, FHFA identified several opportunities
for OMWTI to improve its oversight responsibilities

and develop a more comprehensive Program. FHFA
issued findings pertaining to supplier diversity,
publication of contracting opportunities, internal audit,
succession planning, strategic planning, and the D&I

organizational framework.

District 9: The Federal Home Loan
Bank of Dallas

At the time of its examination in January 2019, the
Program was satisfactory. The Bank corrected the
deficiencies identified at the 2018 examination and
fully remediated all prior issues. However, the Bank’s
OMWI policy did not fully describe a comprehensive
Program that is integrated into all aspects of the
Bank’s business and activities, including workforce,
contracting, and finance. Management should
enhance the OMWI policy and related procedures

to clearly articulate the Bank’s D&I framework. The
succession plan was updated to reflect the addition

of D&I competencies, each executive job profile,

and assessments of each potential successor. The
development plan for each potential successor was also
updated. The board reviewed and approved the revised

succession plan.
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District 10: The Federal Home Loan
Bank of Topeka

At the time of its examination in July 2019, the
Program continued to improve. Policies, procedures,
and practices governing the Program were sound and
allowed for adequate governance and oversight by the
board and management. The Bank’s supplier diversity
program was effective. Management successfully
adopted recommendations from the previous
examination and remediated deficiencies from the
2017 examination. FHFA found that the Banks list

of exemptions included insurance, which is specifically
included as a business and activity in the MWI
Regulation.”” The exempt designation precluded the
Bank from considering MWDOB in the contracting
process for insurance, and management did not analyze
or evaluate the availability of diverse insurance carriers
to provide the services. As a result of this supervisory
concern, FHFA issued a finding requiring management
to review the list of exemptions, remove insurance, and
adequately document the rationale and need for all
exemptions together with any potential negative impact
of the exemption on MWDOB, as required by the
MWTI Regulation.*®

District 11: The Federal Home Loan
Bank of San Francisco

At the time of its examination in January 2019,

the Program needed improvement. The Program
governance structure was segmented, disjointed,

and did not include all the necessary elements of a
comprehensive Program. The Program documentation
did not evidence cohesive, comprehensive oversight by
a management or board committee. Management did
not clearly distinguish the differences in the roles and
responsibilities among the OMWI Officer, OMWI,
and the Enterprise Risk Committee. OMWI, as
structured, failed to confer full authority on the OMWI
Officer as the leader of the Bank’s Program. Further,
the Bank did not demonstrate that the OMWI Officer
performed the full scope of responsibilities required by

" See12 CFR § 1223.21.
% Id.
% ld.

that role. Although management established acceptable
contracting metrics and goals to monitor and measure
performance, the Bank’s supplier diversity program was
not structured appropriately. The D&I policy did not
fully address all elements of the Program. Finally, the
D& policy lacked a comprehensive training strategy.
FHFA issued findings for the identified deficiencies.

Office of Finance

At the time of its examination in July 2019, the
Program needed improvement. Management
successfully adopted recommendations from the
previous examination. Policies, procedures, and
practices governing the Program were sound and
allowed for appropriate governance and oversight

by the board and management. While the supplier
diversity program is generally effective, FHFA found
that the program lacked key quality controls to ensure
that the status of diverse suppliers is verified upon
selection and periodically re-verified. FHFA also

found that the Office of Finance’s (OF) list of exempt
business activities included insurance, which the

MWI Regulation specifically includes as a business
activity. The exempt designation precluded OF from
considering MWDOB in the contracting process for
insurance, and management did not analyze or evaluate
the availability of diverse insurance carriers to provide
the services. FHFA issued findings for both deficiencies
and required management to develop a supplier
certification process that allows for the verification of
diverse vendor status, remove insurance from the list of
exemptions, and adequately document the rationale for
all exemptions along with any potential negative impact
of the exemption on MWDOB, as required by the
MWI Regulation.”
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Federal Housing Finance
Agency and Enterprise
Activities Under the
2019 Scorecard

The Federal Housing Finance Agency (FHFA)
periodically releases a Strategic Plan for the
conservatorships of Fannie Mae and Freddie Mac (the
Enterprises) that establishes a multi-year framework for
how the Agency, as conservator and in accordance with
its statutory mandates, intends to guide the Enterprises
while they remain in conservatorships. In addition,
FHFA releases an annual Scorecard that sets forth the
Agency’s tactical priorities and aligns execution by the
Enterprises and Common Securitization Solutions,
LLC (CSS), to those priorities and to the Strategic
Plan. The Scorecard is an essential tool in holding the
Enterprises accountable for the Strategic Plan’s effective
implementation. On October 28, 2019, FHFA
released 7he 2019 Strategic Plan for the Conservatorships
of Fannie Mae and Freddie Mac, effective immediately,
and the 2020 Scorecard for the Enterprises and

Common Securitization Solutions for calendar year
2020. However, the Strategic Plan in effect during the
majority of 2019, the year covered by this report, was
published in 2014, and the Scorecard in effect during
calendar year 2019 was published in 2018 (2019
Scorecard). Accordingly, this section highlights actions
taken in 2019 by the Enterprises and FHFA that align
with the three strategic goals in the 2019 Scorecard.

Strategic Goal #1

The first strategic goal of the 2019 Scorecard was to
maintain, in a safe and sound manner, foreclosure
prevention activities and credit availability for new
and refinanced mortgages to foster liquid, efficient,
competitive, and resilient national housing finance
markets. This strategic goal reflects FHFA’s expectation
that the Enterprises will efficiently and effectively
operate their single-family and multifamily business
activities in a manner that supports safety and
soundness, market liquidity, and access to credit.
Within this strategic goal, FHFA established the
following specific objectives, each discussed further

below, to guide the work of the Enterprises:

e Support access to single-family mortgage credit,

including for underserved market segments

e Responsibly support the Neighborhood
Stabilization Initiative (NSI)

* Continue efforts related to mortgage servicing that

promote mortgage market stability

e DPrepare for transition from the London Interbank

Offered Rate (LIBOR)

e Explore multifamily energy and water efficiency

program impact on affordability

* Manage dollar volume of new multifamily business

within published cap

Support Access to Mortgage Credit

Consider Borrower Needs and Technology to
Support Credit Access in a Safe and Sound Manner —
In 2019, Fannie Mae continued a marketing campaign,
started in late 2018, to educate lenders and realtors
about its HomeStyle Renovation product. This
product is available to finance home improvements and
renovations and can be used by seniors aging in place
or other homeowners making maintenance upgrades,
maximizing existing space, or adding square footage.
HomeStyle allows for a loan-to-value (LTV) ratio of up

to 97 percent for a one-unit principal residence.

In 2019, Freddie Mac prepared CreditSmart Homebuyer
U, a new online homeownership education course

that launched in January 2020. The course includes
educational material related to money management,
credit fundamentals, obtaining a mortgage, the home-
buying process, and homeownership. The course satisfies
requirements for Freddie Mac programs targeting low-
and moderate-income households (Home Possible) and
first-time homebuyers (HomeOne) and aligns with

the National Industry Standards on Homeownership

Education and Counseling.

On August 16, 2019, FHFA published a final rule on
the validation and approval of third-party credit score
model(s) that can be used by the Enterprises. The rule
implements the requirements in Section 310 of the
Economic Growth, Regulatory Relief, and Consumer
Protection Act enacted on May 24, 2018. The



regulation requires a four-phase process for validation

and approval of credit score model(s):

1. Solicitation of applications from credit score

model developers;
2. Submission and initial review of submitted applications;
3. Credit score assessment; and,
4. Enterprise business assessment.

The rule became effective 60 days after publication in the
Federal Register, after which the Enterprises submitted

a Joint Credit Score Solicitation to FHFA for its review
and approval. On February 18, 2020, FHFA announced
the Enterprises had made publicly available a Joint-
Enterprise Credit Score Solicitation, which describes
the process for credit score model developers to submit
applications to the Enterprises. The Enterprises began
accepting applications on May 18, 2020. The application
period will be open for 120 days, ending on September
15, 2020. The validation and approval of credit score
models will be a multiyear effort by the Enterprises under

requirements established by FHFA’s final rule.

Support Borrowers with Limited English Proficiency
—In 2019, the Enterprises and FHFA continued to
support access to credit for borrowers with limited
English proficiency (LEP) by making progress on the
previously released Language Access Multi-Year Plan.®
The Enterprises worked with FHFA to raise the profile
and expand the reach of the Mortgage Translations
clearinghouse, a centralized online repository for
translated mortgage-related terms and documents
hosted by FHFA and developed in collaboration with
the Enterprises. The first phase of the clearinghouse
launched with Spanish language resources in October
2018. On October 23, 2019, traditional Chinese
language resources were added to the clearinghouse.
Opver the next two years, FHFA plans to add resources
in Vietnamese, Korean, and Tagalog. Together with
Spanish and Chinese, these are the five languages that
cover the majority of LEP households.

Support Appraisal Modernization — The Enterprises

continued working with market participants, including

Conservatorships of the Enterprises

lenders, appraisers, and other valuation-service
providers and vendors to assess and discuss solutions

to challenges in the current appraisal process. The
Enterprises continued to offer appraisal waivers on
low-risk loans to reduce costs to borrowers and improve

loan origination timelines.

Supporting the Neighborhood

Stabilization Initiative

In 2019, the Enterprises supported the NSI through
partnership with the National Community Stabilization
Trust. The NSI promotes neighborhood stability by
permitting nonprofits to acquire deeply distressed
properties in 28 metropolitan statistical areas and
return them to productive use, which significantly
reduces the Enterprises’ costs for property preservation
and maintenance. In 2019, the Enterprises jointly
published a research paper documenting their efforts to

support neighborhood stabilization through the NSI.

Mortgage Servicing and
Mortgage Market Stability

The Enterprises have engaged in a multi-year effort to
assess challenges in mortgage servicing, particularly

the transfer of servicing data. In 2019, the Enterprises
held an industry roundtable to discuss, and consider
solutions to, challenges related to the data transfer
process, including data mapping and reconciliation.
During the 2008 financial crisis, there were widespread
data errors. These errors led to operational failures,
such as the misapplication of escrow payments, the
assessment of erroneous fees, and missed opportunities
for loss mitigation, which adversely affected borrowers.
They also resulted in significant financial costs and
penalties borne by servicers. It was generally accepted
at the industry roundtable that common and consistent
data standards will help maintain continuity of servicer
operations, including foreclosure prevention activities,
in a stressed environment. In 2020, the Enterprises
will work with the Mortgage Industry Standards
Maintenance Organization and industry stakeholders
to begin developing a standardized mortgage servicing

transfer dataset.

% Borrowers with limited English proficiency or a preference to speak their native language are collectively referred to as LEP borrowers.
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In 2019, the Enterprises continued efforts to improve
their servicer-facing systems and processes. Freddie
Mac developed a website for servicers (Servicing
Gateway) that consolidates servicer-oriented systems
and applications, including those used to submit
expenses, request reimbursement for servicing advances,
and correct servicing data. Fannie Mae standardized
and reduced the costs of its pre-foreclosure property

preservation and inspection program.

Prepare for Transition from the
London Interbank Offered Rate

LIBOR is the most widely used interest rate
benchmark. According to its United Kingdom-

based regulator, banks submitting to the LIBOR
administrator (known as panel banks) cannot be
expected to continue their submissions beyond
December 31, 2021. Upon the withdrawal of a panel
bank, the regulator of the LIBOR administrator is
required to make a declaration as to whether LIBOR is
still representative of market activity. Thus, LIBOR’s
representativeness and continuance beyond 2021

cannot be guaranteed.

Preparing for the transition away from LIBOR

has been, and will continue to be, an enormous
undertaking with a variety of implications for all
participants in the global financial system. FHFA and
the Enterprises have taken a number of important
steps in this effort. FHFA has also worked closely
with its fellow regulators and the Alternative Reference
Rates Committee (ARRC), of which FHFA is a
non-voting ex-officio member.®" FHFA’s efforts to
transition away from LIBOR are guided by the same
core objectives that direct all of its work: ensure

the safety and soundness of our regulated entities,

support liquidity and resilience in our nation’s housin,
pp q g

finance markets, protect homeowners and renters,
and maximize transparency while minimizing market
disruption. Toward that end, FHFA has worked with
the Consumer Financial Protection Bureau and the
Board of Governors of the Federal Reserve System to
prioritize outreach to and input from organizations
representing consumers. This includes actively
participating in ARRC Consumer Product Working
Group meetings, one of which was hosted at FHFA
headquarters. In addition, FHFA hosted a roundtable
with consumer groups to discuss issues related to the

LIBOR transition.

LIBOR is the reference rate for a significant number
of financial products central to the Enterprises’
operations and therefore a critical benchmark within
our nation’s mortgage finance system. For instance,
the Enterprises purchase single-family and multifamily
adjustable-rate mortgages (ARMs) and issue securities
collateralized by those assets that currently pay LIBOR-
based interest rates. In addition, LIBOR is currently
the primary benchmark rate for the Enterprises’
collateralized mortgage rate obligations, credit risk
transfer (CRT) products, and derivative transactions.
Therefore, FHFA’s efforts to transition away from
LIBOR-based transactions are focused on establishing
a new reference rate for all these products and, equally
important, ensuring that FHFA’s and the Enterprises’
related internal operating systems, vendor systems, and
counterparty contracts are appropriately converted.
While FHFA is open to any robust alternative reference
rate that meets the principles of the International
Organization of Securities Commissions,* the
Enterprises have taken steps to use the ARRC’s
recommended replacement for LIBOR, the Secured
Overnight Financing Rate (SOFR).*

51 The Alternative Reference Rates Committee (ARRC) is a group of private-market participants convened by the Board of Governors of the Federal Reserve System and
the Federal Reserve Bank of New York to help ensure a successful transition from U.S. dollar (USD) LIBOR to a more robust reference rate. The ARRC’s recommended
alternative rate is the Secured Overnight Financing Rate (SOFR). The ARRC is comprised of a diverse set of private-sector entities that have an important presence
in markets affected by USD LIBOR and a wide array of public-sector entities, including banking and financial-sector regulators, as ex-officio members.

62 See the Board of the International Organization of Securities Commissions’ Principles for Financial Benchmarks Final Report, July 2013, available at:

https://www.iosco.org/library/pubdocs/pdf/I0SCOPD415.pdf.

8 There have been concerns about using SOFR to replace LIBOR. For example, SOFR has experienced a few days of dramatically higher rates. However, most financial
contracts use averages of daily rates rather than daily rates. When comparing a three-month average of SOFR to the three-month LIBOR rate, SOFR demonstrates lower
volatility. Some market participants have raised concerns that SOFR is a nearly risk-free rate and therefore does not mirror actual bank funding costs. Despite this
concern, the ARRC still recommended SOFR, citing the lack of transaction data on which to construct a credit-based reference rate. In recent months, several regional
banks have agreed to work with the Federal Reserve Bank of New York to determine whether a credit-based alternative reference rate can be produced.


https://www.iosco.org/library/pubdocs/pdf/IOSCOPD415.pdf

In July 2018, Fannie Mae became the first institution
to issue SOFR-based debrt, followed shortly thereafter
by Freddie Mac and the Federal Home Loan Banks,
the latter of which are now the largest issuers of
SOFR-based floating-rate debt in the world. In 2019,
FHFA and the Enterprises worked with members of
the ARRC’s Consumer Products Working Group to
develop the parameters of an ARM based on SOFR
that is acceptable to all market participants, including
consumers, regulators, lenders, servicers, and investors.
This effort resulted in a white paper published in 2019
by the ARRC outlining the basic structure of future
ARMs based on SOFR. The Enterprises are currently
building the necessary systems to start purchasing
SOFR-based ARMs in the second half of 2020, and
they plan to stop accepting ARMs based on LIBOR by
the end of 2020.

For LIBOR-based ARM:s closed prior to the end of
2020, FHFA and the Enterprises helped develop
new contract “fallback language” that explains

how the interest rate on the mortgage would be
switched to a replacement rate if LIBOR is declared
unrepresentative or stopped outright. This language,
which was created in close consultation with groups
representing consumers, regulators, lenders, servicers,
and investors, provides clarity to borrowers and other
market participants. The Enterprises will require this
new fallback language for single-family Uniform ARM

instruments closed on or after June 1, 2020.

While significant work remains, FHFA expects the
Enterprises to fully transition away from LIBOR as
soon as prudently possible before the end of 2021.

This includes developing and implementing a fair,
transparent, and rational process to address LIBOR-
based ARMs owned or guaranteed by the Enterprises.
These so-called “legacy” LIBOR products are LIBOR-
based ARM:s that do not refinance or mature before
December 31, 2021. An employee from one Enterprise
serves as a co-chair of a sub-working group of the
ARRC’s Consumer Products Working Group devoted
to legacy products, which is focused on determining a
path forward on this issue. Also, FHFA is working with
this group and other regulators to ensure that consumer

groups are active participants in finding a solution to
legacy LIBOR products.

Conservatorships of the Enterprises

Explore Multifamily Energy and Water
Efficiency Program Impact on Affordability

Pursuant to the 2019 Scorecard, the Enterprises
conducted research on multifamily loan programs that
finance energy and water efficiency improvements,
including current practices, potential innovations, and
the financial, social, and environmental impacts. This
research builds on the Enterprises” current multifamily

energy and water efficiency programs.

Manage Multifamily Business Volume within

Published Cap
In 2014, FHFA set a cap on the Enterprises’

conventional (market rate) multifamily businesses.
The purpose of the cap is to support liquidity in the
multifamily market, especially in affordable housing
and traditionally underserved segments, without
crowding out private capital. To encourage Enterprise
financing in underserved market segments, in 2014
FHFA excluded several categories of business from
the cap, such as financing for properties subsidized
by the Low-Income Housing Tax Credit program,
small multifamily properties (5 to 50 units), and
manufactured housing rental communities. In 2016,
loans that finance certain energy and water efficiency
improvements (green loans) were added to the list of

multifamily business categories excluded from the caps.

Contrary to FHFA’s intention not to crowd out

private capital, as the multifamily market has grown in
recent years, the Enterprise share of multifamily loan
originations expanded considerably. This expansion put
the Enterprises in a pro-cyclical role in the multifamily
market. Enterprise share of new multifamily
originations increased from approximately 36 percent
in 2015 to 49 percent in 2017 and 42 percent in

2018. Between 2015 and 2017, the overall multifamily
market grew by roughly 14 percent, and Enterprise
multifamily loan purchases grew by roughly 54 percent
— 41 percent more growth than the overall market.

By 2017, and continuing in 2018, approximately 50
percent of Enterprise production was excluded from

the cap altogether. The recent growth in Enterprise
multifamily market share is largely attributable to the
exclusion of green loans from the cap starting in 2016.

The increase in Enterprise share of multifamily loan
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purchases since 2015 compounded the longer-term
growth of the Enterprises in the multifamily market
under conservatorship. Enterprise share of multifamily
debt outstanding increased from approximately 25 percent
at the end of 2007 to approximately 40 percent by the
end of 2018.

To place the Enterprises in a more countercyclical role in
the multifamily market, on September 13, 2019, FHFA
revised the structure of the cap to provide ample liquidity
to the market without crowding out private capital and
to significantly increase affordable housing support. The
new cap is $100 billion for each Enterprise, a combined
total of $200 billion in support to the multifamily market,
for the five-quarter period from the fourth quarter of
2019 through the fourth quarter of 2020. The new

cap applies to all multifamily business; there are no
exclusions. To ensure a strong focus on affordable
housing and traditionally underserved markets, FHFA
directed that at least 37.5 percent of each Enterprise’s
multifamily business must be mission-driven affordable
housing. Loans that finance energy and water efficiency
improvements will be considered conventional business,
unless they meet other mission-driven affordability
requirements as outlined in the revised Appendix A to the
2019 Scorecard. To maintain market stability, FHFA also
expects the Enterprises to manage their business to remain

in the market throughout the entire five-quarter period.

In the first three quarters of 2019, the Enterprises
managed their multifamily loan production within
the published cap applicable at the time, which was
$35 billion for each Enterprise as established in the
2019 Scorecard. Fannie Mae’s total multifamily
finance activity for the first three quarters of 2019 was
approximately $52.2 billion, of which $22.8 billion fell
within the cap and $29.4 billion was in the excluded
categories. Freddie Mac’s total multifamily finance
activity for the year was approximately $60.5 billion, of
which $24.4 billion fell within the cap and $36.0 billion
was in the excluded categories. Figure 26 provides
further information on each Enterprise’s multifamily
activity, including activities in each category excluded

from the caps.

In the fourth quarter of 2019, the Enterprises actively
managed their loan production to stay within the
published cap as revised on September 13, 2019.
Fannie Mae’s total multifamily finance activity for the
fourth quarter of 2019 was approximately $18.0 billion,
of which $10.9 billion was conventional business and
$7.2 billion (39.7 percent) was mission-driven business.
Freddie Mac’s total multifamily finance activity for the
fourth quarter of 2019 was approximately $17.5 billion,
of which $11.1 billion was conventional business

and $6.4 billion (36.4 percent) was mission-driven
business. FHFA will continue to track the Enterprises
multifamily loan purchases through the fourth

quarter of 2020 to stay within the $100 billion cap
per Enterprise and the required 37.5 percent mission-

driven minimum.



Conservatorships of the Enterprises

Figure 26: Enterprise Multifamily Activity in First Quarter 2019 — Third Quarter 2019

Total included within cap

Total excluded from cap®

Loans to finance energy or water efficiency improvements
Loans on manufactured housing communities

Financing for targeted affordable housing properties®
Loans on small multifamily properties

Loans on properties located in rural areas

Loans on seniors housing

Loans on units affordable at 60% AMI°

Loans on units affordable at 80% AMI°

Loans on units affordable at 100% AMI®

Loans on units affordable at 120% AMI°

»

Fannie Mae Freddie Mac
$ Billion Percent : $ Billion Percent

$22.8 44.0% $24.4 40%

$29.4 56.0% $36.0 60%

$16.2 31.0% $14.7 24.3%
$1.5 3.0% $1.0 1.7%
$4.4 8.5% $6.4 10.5%
$1.1 2.2% $3.4 5.6%
$1.1 2.1% $0.7 1.1%
$1.4 2.7% $2.4 3.9%
$9.3 17.9% $11.6 19.1%
$1.0 1.9% $3.4 5.6%
$1.5 2.9% $3.2 5.2%
$0.4 0.7% $2.6 4.4%

For more information on excluded categories, see the 2019 Scorecard, Appendix A: Multifamily Definitions, pp. 7-10. Dollar amounts and percentages of the

categories of loans excluded from the cap do not add to the totals for all excluded loans because some loans qualify under more than one exclusion category.
Such double counting is not included in the “Total excluded from cap.” In addition, some loans only partially qualify for exclusion from the cap for some exclusion
categories. Only the qualifying excluded portion of a loan is included in the total for each category. If the loan qualifies for exclusion under more than one
exclusion category, the greatest portion of the loan that qualifies for any exclusion category is included in the “Total excluded from the cap.”

o

portion of a loan is included in the total.

Includes the excluded portion of the unpaid principal balance (UPB) for properties that are affordable to low- and very low-income households. Only the qualifying

FHFA excludes from the capped category units with rents affordable to tenants at various income thresholds, based on each individual market. This entails

exclusion of financing for units affordable to household incomes below 60 percent of area median income (AMI) in most areas, below 80 percent of AMI in
high-cost areas, below 100 percent of AMI in very high-cost areas, and below 120 percent of AMI in extremely high-cost areas. For additional detail on the
high-cost, very high-cost, and extremely high-cost areas, see the 2019 Scorecard, Appendix A: Multifamily Definitions, p. 8.

Strategic Goal #2

The second strategic goal of the 2019 Scorecard was

to reduce taxpayer risk through increasing the role of
private capital in the mortgage market. This strategic
goal reflected FHFA’s expectation that, in 2019, the
Enterprises would continue single-family and multifamily
credit risk transfers as core business practices, continue

to refine and improve their credit risk transfer programs,
transfer a meaningful amount of credit risk, and publish
in CRT progress reports the actual amount of credit risk

transferred by each Enterprise.

Credit Risk Transfers for Single-Family
Credit Guarantee Business

The Enterprises’ CRT programs have become a core part
of the Enterprises’ single-family credit guarantee business.
The programs transfer credit risk to private capital via

securities issuances, insurance/reinsurance transactions,
senior-subordinate securitizations, front-end lender risk

sharing transactions, and other pilot transactions.**

For 2019, the Enterprises were required to transfer a
meaningful portion of credit risk on at least 90 percent
of the unpaid principal balance (UPB) of their 2018
acquisitions of single-family mortgage loans targeted for

credit risk transfer. Targeted loans include fixed-rate,

% For a detailed description of transaction types, see FHFA's Overview of Fannie Mae and Freddie Mac Credit Risk Transfer Transactions, August 2015;

Credit Risk Transfer Progress Report, Fourth Quarter 2018.
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non-HARP (Home Affordable Refinance Program) Since the beginning of the program in 2013, the

loans with terms over 20 years and LTV ratios above Enterprises have transferred a portion of credit risk on
60 percent. Such loans represent a substantial loans with approximately $3.5 trillion in UPB and total
amount of the credit risk associated with all new loan risk-in-force (RIF) of about $115.1 billion. In 2019,
acquisitions. Through the end of 2019, Fannie Mae the Enterprises transferred credit risk on single-family
and Freddie Mac transferred 85 percent and 89 percent, mortgage loans with a total UPB of approximately
respectively, of the allocated credit risk capital on 2018 $709 billion and total RIF of about $23.6 billion as
acquisitions covered by credit risk transfer. shown in Figure 27.

Figure 27: Enterprise Single-Family Mortgage Credit Risk Transfer Activity, 2013 — 2019

Enternrise Risk in Force? Reference Pool UPB®
P $ Billion $ Billion
Fannie Mae $0.8 $31.9
2013 Freddie Mac $1.5 $57.9
Total $2.2 $89.8
Fannie Mae $6.1 $230.9
2014 Freddie Mac $6.1 $147.5
Total $12.2 $378.4
Fannie Mage $7.3 $239.1
2015 Freddie Mac $8.8 $181.3
Total $16.1 $420.4
Fannie Mae $9.8 $335.0
2016° Freddie Mac $8.4 $2141
Total $18.1 $549.1
Fannie Mae $12.6 $417.3
2017 Freddie Mac $8.1 $271.8
Total $20.6 $689.1
Fannie Mae $11.1 $332.0
2018 Freddie Mac $11.0 $311.4
Total $22.1 $643.4
Fannie Mae $14.8 $488.5
2019 Freddie Mac $8.8 $220.5
Total $23.6 $709.0
Fannie Mae $62.4 $2,075
TOTAL Freddie Mac $52.6 $1,404
Total $115.1 $3,479

@ Volume of notes issued in debt transactions or RIF in insurance/reinsurance transactions. Together those amounts equal the maximum credit loss exposure of
private investors.

® UPB of pools of mortgage loans on which credit risk is transferred.
¢ Totals for 2016 and 2017 include the total contracted UPB and RIF for front-end mortgage insurance pilot transactions.
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Credit Risk Transfers for Multifamily Business

Transferring credit risk to the private sector is an
integral part of the multifamily business model for
both Enterprises. The 2019 Scorecard called for

the Enterprises to transfer a meaningful portion of
the credit risk on mortgages that were acquired in
2018. Over 97 percent of the 2018 multifamily new
acquisitions by the Enterprises involved a transfer of

credit risk to private capital.

In Fannie Mae’s multifamily program (known as the
Delegated Underwriting and Servicing Program or
DUS), lenders share in loan-level credit losses in two
ways: 1) they bear losses up to the first five percent of
the UPB of the loan and share in remaining losses up to a
prescribed limit, or 2) they share up to one-third of the
losses on a pro rata basis. Through the DUS program,
Fannie Mae transferred a portion of credit risk on

99 percent, or approximately $65 billion, of its 2018
multifamily new acquisitions. Additionally, Fannie
Mae continued to grow its multifamily credit insurance
risk transfer (MCIRT) program, in which Fannie Mae
transfers a portion of the risk it retained from DUS
transactions to a panel of reinsurers. In 2019, Fannie
Mae executed 3 multifamily CIRT transaction with
total UPB of $32 billion and RIF of $1.0 billion.
Fannie Mae also executed its first multifamily capital
markets transaction, the Multifamily Connecticut Avenue
Securities (MCAS) in 2019. The MCAS transaction had
total UPB of $17.1 billion and RIF of $473 million. As
a result, through the end of 2019 Fannie Mae transferred
71 percent of the credit risk capital on 2018 acquisitions
covered by CRT. Fannie Mae plans to continue
transferring credit risk through its multifamily MCAS
and MCIRT programs and to continue exploring other

multifamily credit risk transfer options.

Freddie Mac transferred a portion of credit risk on

94 percent, or $72 billion, of its 2018 new acquisitions.
Through the end of 2019, Freddie Mac transferred

91 percent of the credit risk capital on 2018 acquisitions
covered by CRT. Freddie Mac’s K Certificate program is its
primary multifamily credit risk transfer mechanism. Since
2010, Freddie Mac has securitized senior-subordinate notes
through its K Certificates to transfer risk on approximately
90 percent of the UPB of its multifamily loan acquisitions.

K Certificates transfer most of the credit risk to investors

Conservatorships of the Enterprises

through subordinated bonds that are structured to
absorb expected and unexpected credit risk. Additionally,
Freddie Mac continued its multifamily credit risk transfer
transactions to reinsurers through its Multifamily
Credit Insurance Pool (MCIP) product. Under the
MCIP structure, which is similar to the single-family
reinsurance product, Freddie Mac purchases insurance
policies that provide first loss credit protection. During
2019, Freddie Mac purchased credit risk insurance on

a reference pool with total UPB of approximately

$1.9 billion and RIF of $84 million.

Retained Mortgage Portfolios

Leading up to the 2008 financial crisis, the Enterprises
built up large retained mortgage portfolios funded by
unsecured debt. The Enterprises’ retained portfolios
were far larger than necessary to support the core
activities of their single-family and multifamily
businesses, and they exposed taxpayers to substantial
credit, asset liquidity, and interest rate risk. Since
entering conservatorship in 2008, the Senior Preferred
Stock Purchase Agreements (PSPAs) between the
Enterprises and Department of the Treasury required
the Enterprises to decrease the size of these portfolios
by establishing a limit on the value of the assets within

each Enterprise’s retained portfolio.

At FHFA's direction, each Enterprise continues to
implement plans to maintain their retained portfolios
below the limit set forth in its respective PSPA,
executing any sales of assets within their retained
portfolios in a commercially reasonable manner that
considers the impact on borrowers, the market, and
neighborhood stability. On December 31, 2019,

the PSPA cap was $250 billion. Historically, the
Enterprises have increased the use of their retained
portfolios under adverse market conditions. Therefore,
FHFA directed the Enterprises to maintain their
respective retained portfolios at a level 10 percent
lower than the PSPA cap, or $225 billion. This 10
percent buffer is intended to enable the Enterprises to
meet the PSPA cap of $250 billion even in a stressed
environment. As of December 31, 2019, Freddie Mac’s
portfolio was approximately $213 billion, and Fannie
Mae’s was approximately $154 billion, a reduction in
their combined portfolios of $31 billion in 2019.
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Updated Seller/Servicer Minimum
Financial Eligibility Requirements

The 2019 Scorecard directed the Enterprises to evaluate
and consider changes to the minimum financial
requirements for their non-depository seller/servicer
counterparties, which were last updated in 2015.% In
2019, the Enterprises worked with FHFA to develop
new minimum financial requirements for approved
non-depository seller/servicers to engage in business with
the Enterprises, which were released for public comment
on January 31, 2020. The proposed new eligibility
requirements would establish capital and liquidity
requirements that are transparent and consistent across
different seller/servicer business models. Importantly, they
would improve on the 2015 requirements by establishing
financial requirements for the servicing of Ginnie Mae
mortgages. The updated requirements would support the
safety and soundness of the Enterprises by strengthening

the financial condition of seller/servicer counterparties.

Strategic Goal #3
The third strategic goal of the 2019 Scorecard was to

build a new single-family securitization infrastructure
for use by the Enterprises and adaptable for use by
other participants in the secondary market in the
future. To support this strategic goal, FHFA directed
the Enterprises and CSS to implement the Single
Security Initiative on the Common Securitization
Platform (CSP) for both Fannie Mae and Freddie Mac
in the second quarter of 2019. FHFA also directed the
Enterprises to continue providing active support for

mortgage data standardizations initiatives.

Implementation of the Single Security Initiative
on the Common Securitization Platform

On June 3, 2019, Fannie Mae and Freddie Mac began
issuing the new, common Uniform Mortgage-Backed
Security (UMBS) through Release 2 of the CSP, which
simultaneously became the system of record for UMBS

settlements. With deployment of Release 2, Fannie Mae
and Freddie Mac both use the CSP for issuance and

monthly processing of single-class UMBS backed by
fixed-rate loans, single-class resecuritizations of UMBS
(to be known as Supers), multiclass securities such as
real estate mortgage investment conduits (REMICs),
and various functions that will differ by Enterprise

for securities that are backed by adjustable-rate loans.
Release 2 modules include Data Acceptance, Issuance
Support, Bond Administration with Tax Calculations,
and Disclosure. CSS continues to implement changes to

enhance performance and improve overall service quality.

To implement the Single Security Initiative on
schedule, the Enterprises and CSS completed all
functional, operational, and technical readiness testing
for Release 2 of the CSP. Throughout the testing
process, CSS worked with the Enterprises to identify
and remediate code and execution errors or acceptable
manual workarounds to stay on schedule. Before
authorizing implementation, the Enterprises and CSS
completed final readiness assessments, risk assessments,

external audits, and appropriate governance activities.

The successful daily operations of the CSP demonstrate
the incorporation of two design principles: providing
functions necessary for the Enterprises’ current single-
family securitization activities and administration of
the common security. A third principle — supporting
the integration of additional market participants —

is addressed through the technology and business
architectures of the CSE which will support additional
participants in the same manner as they support

the Enterprises.

The initial months of UMBS trading and settlement
have been smooth and orderly and have established

a well-functioning, consolidated Enterprise To-
Be-Announced (TBA) market with fungibility of
UMBS across issuers. As of December 31, 2019,
UMBS trading had totaled nearly $27 trillion and
other measures of market functioning were generally
within recent norms, such as the level of total trading
in Enterprise MBS on the TBA market and the rate
spreads between 30-year fixed-rate mortgages and 10-

year constant-maturity Treasuries.

% A seller/servicer is an institution approved to sell mortgages to and/or service mortgages purchased by an Enterprise. The term “seller” refers to a seller/servicer
acting in its capacity as a seller of mortgages, and the term “servicer” refers to a seller/servicer acting in its capacity as a servicer of mortgages. A seller may sell
mortgages it originated itself or mortgages it purchased from other originators. A servicer may service the mortgages it sold to an Enterprise or other mortgages

sold to the Enterprise by other sellers.



Since June 3, 2019, Fannie Mae joined Freddie Mac

in using CSS and the CSP to issue all new TBA-
eligible MBS and provide bond administration, related
disclosures, and tax reporting for approximately 27
million loans and over 987,000 securities, with a UPB
of approximately $4.6 trillion. CSS and the CSP have
supported the Enterprises’ issuance of $734 billion

in UMBS and $449 billion in Supers. In addition,

the CSP is providing issuance, bond administration,
disclosures, and tax reporting for the Enterprises’” multi-

class securitizations.

Industry Outreach and
Other Readiness Activities

In addition to the internal activities required to develop
and test the CSP and UMBS, successful implementation
required the Enterprises and CSS to work with other
market participants to facilitate market readiness. This
required planning, investment, and preparation on the
part of a wide variety of market participants, including
MBS investors, dealers, seller/servicers, vendors, and

providers of critical infrastructure.

The Enterprises continued to engage in activities to
facilitate market readiness through the first half of 2019.
As in 2018, those activities included a Single Security
Conference organized by the Enterprises, participation
in other industry conferences, joint calls and meetings
with investors and broker-dealers, and a joint trip to visit
investors in Asia. The Enterprises also published a market
readiness newsletter and tracked and measured market
readiness for FHFA on a bi-weekly basis.

CSS contributed to market readiness by completing
testing with third parties, such as the Federal Reserve
Bank of New York and vendors, that use and distribute

securities disclosure data.

Another important aspect of market readiness was the
ability to exchange Freddie Mac’s legacy TBA-eligible

securities, PCs and Giants, for “mirror” 55-day Supers,

Conservatorships of the Enterprises

which are backed by the same loans as the existing
securities.” Those legacy securities pay investors on the
45th day after interest starts to accrue for the payment
period, whereas UMBS and Supers pay on the 55th day.
Therefore, the exchange offer includes compensation for

the ten-day delay in receipt of payments to investors.

Freddie Mac offers two paths for current owners of

its legacy securities to conduct an exchange: Dealer-
facilitated Exchange and Direct-to-Freddie Mac
Exchange via TradeWeb.” As the names imply, a
primary distinction between these paths is whether a
Freddie Mac-approved dealer acts as an agent for the
investor to facilitate the exchange with Freddie Mac.

In the first quarter of 2019, Freddie Mac used its
retained portfolio to conduct test exchanges to ensure
readiness and promote industry confidence and began
publishing weekly compensation pricing grids. In May
2019, Freddie Mac started exchanging legacy securities
and publishing daily and monthly exchange disclosures.
Through December 31, 2019, investors exchanged over
$280 billion in Freddie Mac legacy securities for “mirror”
Supers. About two-thirds of exchanges by UPB were
conducted through the Direct-to-Freddie path.

Mortgage Data Standardization

The Uniform Mortgage Data Program is a multifaceted
technology strategy first announced in May 2010 with
the goal of standardizing data throughout the mortgage
industry to improve lender efliciency, loan quality,

and mortgage credit risk management. In 2019, the
Enterprises continued collaborating with the mortgage
industry to develop and implement uniform data
standards for single-family mortgage loans. This effort
included continuing implementation of the redesigned
Uniform Residential Loan Application (URLA) and
new specifications for each Enterprise’s automated
underwriting system. The Enterprises continued to
implement strategies to redesign the Uniform Appraisal

Dataset and appraisal forms.

% Freddie Mac will also offer investors the opportunity to exchange non-TBA-eligible 45-day PCs and Giants for 55-day MBS and Giants. Technically, in the
exchange of TBA-eligible securities, investors will receive Supers, which are second-level resecuritizations of UMBS. Supers and UMBS will trade under the same
TBA contracts just as Freddie Mac PCs and Giants or Fannie Mae MBS and Megas do today. Giants are second-level securitizations of Freddie Mac PCs and

Megas are second-level securitizations of Fannie Mae MBS.

57 See Freddie Mac'’s “Freddie Mac will provide two paths for exchange of Gold PCs into new UMBS”, available at. http://www.freddiemac.com/mbs/docs/

Exchange Overiew One Pager.pdf.
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Enterprise Leadership
and Compensation

Board of Directors

As conservator, FHFA reviews the appointment of
new directors serving on the board of directors of each
Enterprise. In 2019, FHFA reviewed the election of Mark
Bloom, David Brickman, Kathleen Casey, and Aleem
Gillani to serve on Freddie Mac’s board of directors.
Six Freddie Mac board members resigned or rotated off
the board in 2019: Carolyn Byrd, Thomas Goldstein,
Donald Layton, Christopher Lynch, Eugene Shanks,
and Anthony Williams. This reduced the number of
members of the board of directors by two, leaving the
board with ten members as of December 31, 2019.

With respect to Fannie Mae, in 2019, FHFA reviewed the
election of Sheila Bair, Brian Brooks, and Karin Kimbrough
to serve on the board of directors. FHFA also reviewed
the appointment of Hugh Frater as chief executive officer
(CEO) of Fannie Mae. Before his appointment as
CEOQO, Mr. Frater served as a member of the Fannie Mae
board of directors. Because of his appointment as CEO,
Mr. Frater continued to serve as a Fannie Mae board
member. No Fannie Mae board members resigned or
rotated off the board in 2019. This increased the number
of members of the board of directors by 3, leaving the
board with 13 members as of December 31, 2019.

Management

FHFA, as conservator, worked closely with the Enterprises
to ensure continuity as they selected new CEQOs following
the resignations of Fannie Mae CEO Timothy Mayopoulos
in October 2018 and Freddie Mac CEO Donald Layton
in June 2019. On March 26, 2019, Fannie Mae appointed
Hugh Frater, then a Fannie Mae board member, as
permanent CEO. Mr. Frater had been acting CEO since
October 16, 2018. On March 21, 2019, Freddie Mac
announced David Brickman would succeed Mr. Layton
as CEO effective July 1, 2019.

Enterprise Compensation

In August 2019, FHFA directed the Enterprises to
limit base salaries for all employees to $600,000 and
increase the deferral period of at-risk compensation
earned by executive officers from one year to two years.
Many financial institutions defer a portion of executive
compensation, a policy that can increase retention

and aid in recovery of compensation if necessary, for
example, in the event of executive misconduct or
financial statement error. The two-year deferral period
did not apply to compensation earned in 2019 and
will go into effect for compensation earned in 2020
for new hires and in 2022 for current executives. No
other changes were made to the Enterprises” Executive

Compensation Plans.

In September 2019, FHFA instituted a new policy
requiring the Enterprises to submit for Agency
approval any proposed increase in compensation for an
employee or any new hire’s compensation if the target
total direct compensation equals or exceeds $600,000.
Subsequently, FHFA instructed the Enterprises that
compensation for executive officers should target the
25th percentile of market compensation for similar
positions at peer companies. Compensation for the
Enterprises’ CEOs is maintained at the statutory limit.%
FHFA continues to closely examine all compensation
requests by the Enterprises and maintains an active
dialogue with each Enterprise about current and future

compensation actions.

% See 12 U.S.C. § 4518 note. The Equity in Government Compensation Act of 2015 effectively limits the annual direct compensation for the CEQs of Fannie Mae
and Freddie Mac to no more than $600,000 in base salary. The law also provides that compensation and benefits for the CEOs may not be increased while the

Enterprises are in conservatorship or receivership.
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Regulatory activities of the Federal Housing Finance Agency (FHFA) support FHFA’s mission as regulator of Fannie Mae
and Freddie Mac (the Enterprises) and the Federal Home Loan Banks (FHLBanks) (collectively, the regulated entities).
In 2019, FHFA issued 19 proposed rules, final rules, policy guidance documents, and regulatory orders, which are
summarized in the following tables. FHFA has published the listed regulations in the Federal Register.

The tables also indicate if a proposed rule has been adopted in final form since the proposal was published. More

information about FHFA’s regulatory activities is available on FHFA’s website.

Proposed Regulations: Regulated Entities

Date

Rule/Regulation Title Reference (2019) Description/Explanation/Comments
Proposes amendments to FHFA's stress testing regulation to implement
the changes to stress testing of the regulated entities as set forth in
the Economic Growth, Regulatory Relief, and Consumer Protection Act.
Stress Testing of 84 FR 68350: Reduces the $50 billion required asset threshold for stress testing to $250
Regulated Entities 19 CFR Part 1238~ December 16 billion; requires periodic stress tests instead of annual stress tests. The
Amendments proposed rule also makes certain conforming and technical changes.

Afinal rule was published on March 24, 2020 and went into effect on
March 24, 2020 (85 FR 16528).

This is a joint proposed rule by FHFA, the Office of the Comptroller of the
Currency (OCC), the Board of Governors of the Federal Reserve System
(Federal Reserve Board), Federal Deposit Insurance Corporation (FDIC), and
Farm Credit Administration (FCA) — collectively, the agencies. To prepare
for the transition away from the London Interbank Offered Rate (LIBOR), the
agencies proposed amending regulations that require swap dealers and
security-based swap dealers under the agencies’ respective jurisdictions to
exchange margin with their counterparties for swaps that are not centrally

November 7 cleared (Swap Margin Rule). The amendments address the status of
grandfathered swaps in the event of contractual amendments resulting
from a possible discontinuation of an interbank offered rate; relocate the
permissibility of amendments resulting from the Qualified Financial Contract
Rules; remove the inter-affiliate initial margin provisions; introduce an
additional compliance date for initial margin requirements; clarify the point
in time at which trading documentation must be in place; and address the
status of grandfathered swaps in the event of contractual amendments
resulting from portfolio compression exercises.

Margin and Capital
Requirements for
Covered Swap Entities

84 FR 59970;
12 CFR Part 1221
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Rule/Regulation Title

Validation and Approval of
Credit Score Models

Margin and Capital
Requirements for Covered
Swap Entities Joint
Interim Final Rule

Civil Money Penalty
Inflation Adjustments

Uniform Mortgage-
Backed Security

Federal Home Loan Bank
Capital Requirements

Regulatory Activities

Final Regulations: Regulated Entities

Reference

84 FR 41886;
12 CFR Part 1254

84 FR 9940;
12 CFR Part 1221

84 FR 9702;

12 CFR Parts

1209, 1217,
and 1250

84 FR7793;
12 CFR Part 1248

84 FR 5308;
12 CFR Part 1277

Date
(2019)

August 16

March 19

March 18

March 5

February 20

Description/Explanation/Comments

Implements the statutory mandate of Pub. L. 115-174, § 310, by
establishing a four-step process for validation and approval of credit score
models by the Enterprises: (1) the solicitation of applications from credit
score model developers; (2) an initial review of submitted applications;

(3) a Credit Score Assessment by an Enterprise; and (4) an Enterprise
Business Assessment.

The regulation went into effect on October 15.

FHFA adopted a joint interim final rule with the OCC, the Federal Reserve
Board, the FDIC, and the FCA — collectively, the agencies — to amend the
Swap Margin Rule to enable the grandfathering of certain inter-affiliate swap
transactions implicated by the United Kingdom exit from the European Union
(Brexit). The Swap Margin Rule requires swap dealers and security-based
swap dealers under the agencies’ respective jurisdictions to exchange
margin with their counterparties for swaps that are not centrally cleared.

The interim final rule went into effect on March 19.

Amends FHFA's Rules of Practice and Procedure and other agency
regulations to adjust each civil money penalty within its jurisdiction to
account for inflation, pursuant to the Federal Civil Penalties Inflation
Adjustment Act of 1990, as amended by the Federal Civil Penalties Inflation
Adjustment Act Improvements Act of 2015.

The regulation went into effect on April 17.

Final rule requires the Enterprises to maintain policies that promote aligned
investor cash flows for To-Be-Announced (TBA)-eligible mortgage-backed
securities. The final rule codifies alignment requirements established

by FHFA as conservator of the Enterprises. The rule is integral to the
ongoing fungibility of the Uniform Mortgage-Backed Security (UMBS). The
Enterprises began issuing UMBS in place of their current TBA-eligible
securities on June 3, 2019.

The regulation went into effect on May 6.

Amends FHFA's regulatory capital requirements for the FHLBanks. Revises
the credit risk component of the risk-based capital requirement and the
limitations on extensions of unsecured credit, principally by requiring

the FHLBanks to use their own internal rating methodologies (instead of
ratings issued by a Nationally Recognized Statistical Rating Organization) to
calculate those requirements. The final rule also revises the percentages
used in the regulation to calculate the credit risk capital charges for
advances and non-mortgage assets.

The regulation went into effect on January 1, 2020.
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Policy Guidance: Regulated Entities and the Office of Finance

Policy Subject

Advisory Bulletin on Credit
Risk Transfer — Analysis
and Reporting

Advisory Bulletin on
Compliance Risk
Management

Advisory Bulletin on
Enterprise Fraud Reporting

Advisory Bulletin on Capital
Stock Management

Advisory Bulletin on
Implementation of
Streamlined Monitoring
Requirements for
Affordable Housing
Program Projects Funded
by Certain Other Federal
Government Rental
Housing Programs

Advisory Bulletin on
Business Resiliency
Management

Reference

AB 2019-06

AB 2019-05

AB 2019-04

AB 2019-03

AB 2019-02

AB 2019-01

Date
(2019)

November 14

October 3

September 18

August 15

May 9

May 7

Description/Explanation/Comments

Communicates FHFA's supervisory expectations for analysis and internal
reporting of certain proposed or in-force credit risk transfer (CRT) activities
to the Enterprises. This Advisory Bulletin (AB) addresses risk analysis and
reporting for individual and aggregate CRT activities. The AB does not cover
primary mortgage insurance, seller indemnification, collateralized lender
recourse, or multifamily lender loss sharing.

Communicates to the Enterprises FHFA's supervisory expectations for a
compliance risk management program (compliance program) to maintain
the safety and soundness of the Enterprises’ operations. The sophistication
of the compliance program should be proportionate to each Enterprise’s
size, complexity, and risk profile. The compliance program should be
designed to promote compliance with applicable laws, regulations, rules,
prescribed practices, internal policies and procedures, and ethical and
conflict-of-interest standards.

Communicates to the Enterprises FHFA's minor changes regarding the
content and timing of fraud reports submitted to FHFA by the Enterprises.
The Housing and Economic Recovery Act of 2008 subjects the Enterprises
to fraud reporting (12 U.S.C. § 4642) and requires an Enterprise to submit
to FHFA a “timely” report upon discovery that it has purchased or sold a
fraudulent loan or financial instrument, or when it suspects a possible fraud
related to the purchase or sale of any loan or financial instrument. This AB
became effective January 1, 2020, and rescinds and replaces AB 2015-02,
Enterprise Fraud Reporting (which was issued March 26, 2015).

Communicates FHFA's guidance to the FHLBanks regarding their
management of capital accounts, augmenting existing statutory and
regulatory capital requirements. The guidance describes an appropriate
level of capital stock that each FHLBank should maintain, distinct from their
retained earnings, expressed as a percentage of assets, in order to help
preserve the cooperative nature of the FHLBanks.

Identifies four federal government rental housing programs that have
monitoring standards and practices that are substantially equivalent to
those required under the FHLBanks’ Affordable Housing Program (AHP) as
well as very low noncompliance rates: Department of Housing and Urban
Development (HUD) Section 202 Program for the Elderly, HUD Section 811
Program for Housing for the Disabled, Department of Agriculture (USDA)
Section 514 Farmworker Multifamily Program, and USDA Section 515
Rural Multifamily Program. Permits FHLBanks to implement streamlined
monitoring for AHP projects funded by any of the four programs.

Communicates to the regulated entities FHFA's supervisory expectations
regarding an effective business resiliency management program. Business
resiliency management refers to a regulated entity’s ability to minimize

the impact of disruptions and maintain business operations at predefined
levels. An effective business resiliency management program establishes
documented strategic processes and procedures that a regulated entity
should follow to mitigate and respond to risks in order to continue its
business operations.



Regulatory Activities

Regulatory Orders

Rule/Regulation Title

Approval of
2020 Financing
Corporation (FICO)
Budget

Designation of
Federal Home Loan
Bank Directorships

for 2020

Amendment to
2018 Financing
Corporation
Dissolution Budget

Reporting by
Regulated Entities
of Stress Testing

Results

Reference

2019-0R-B-4

2019-0R-B-3

2019-0R-B-2

2019-0R-FNMA-01;

2019-0R-FHLMC-01;

and 2019-0R-B-01

Date
(2019)

December 6

June 17

March 25

March 5

Description/Explanation/Comments

FHFA’s regulations require the FHFA director to approve the annual FICO
budget. This Director’s Order approves the 2020 FICO annual budget.

The director is required by statute to establish annually the size and
composition of the board of directors of each FHLBank for the following
year. This Director’s Order maintains the current size and composition of
the boards of directors of the FHLBanks for 2020, with the exception of the
Boston, Pittsburgh, and Topeka FHLBanks.

FHFA’s regulations require the FHFA director to approve any subsequent
amendments to the approved FICO budget. This Director’s Order amends
the 2018 FICO annual budget to allow for non-administrative expenses.

Stress tests pursuant to the Dodd-Frank Wall Street Reform and Consumer
Protection Act of 2010 are designed to determine whether the regulated
entities have the capital necessary to absorb losses under adverse
economic conditions.

FHFA's stress testing regulation (12 CFR Part 1238) requires annual stress
testing and reporting of results for the Enterprises and FHLBanks. The Orders,
effective immediately, directed the regulated entities to report their 2018 stress
testing results (based on portfolios as of December 31, 2018), in the form
and content required by the regulation and the summary instructions and
guidance issued on March 5, 2019. (As noted above, on March 24, 2020,
FHFA published final amendments to its stress testing regulation.)
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Reports to Congress

In 2019, pursuant to Federal law, including the
Housing and Economic Recovery Act of 2008 (HERA)
and the Dodd-Frank Wall Street Reform and Consumer
Protection Act of 2010 (Dodd-Frank Act), the Federal
Housing Finance Agency (FHFA) submitted all
required annual reports to Congress and all required
monthly reports on the number of loan modifications
and other foreclosure prevention activities of Fannie

Mae and Freddie Mac (the Enterprises).

Guarantee Fee Study — The Federal Housing
Enterprises Financial Safety and Soundness Act of 1992
(Safety and Soundness Act) requires FHFA to study
the guarantee fees charged by the Enterprises, and in
December 2019, FHFA released its eleventh annual
Guarantee Fee Study Report. 'The report examines

the fees charged by the Enterprises for guaranteeing
conventional single-family mortgages in 2018,
including the amount of these fees and the criteria used
to determine them. The report utilized aggregated data
collected from the Enterprises.

Annual Housing Report — FHFA submitted its
eleventh Annual Housing Report to Congress in October
2019. This report details the Enterprises’” performance
in 2018 under their housing goals and Duty to Serve, as
well as other information on the Enterprises’ activities
to support affordable housing.

FHLBank Advance Collateral Study — The Federal
Home Loan Bank Act requires FHFA to submit to
Congress an annual report on the collateral pledged to the
Federal Home Loan Banks (FHLBanks). In December
2019, FHFA released its eleventh Reporr on Collateral
Pledged ro the Federal Home Loan Banks based on the
results of the FHLBank Collateral Data Survey, conducted
quarterly by FHEA’s Division of Bank Regulation.

No FEAR Act Report — The Notification and Federal
Employee Antidiscrimination and Retaliation Act of
2002 (No FEAR Act) requires federal agencies to be
publicly accountable for violations of antidiscrimination
and whistleblower protection laws. Federal agencies
must publish on their public websites quarterly and
annual data related to federal-sector Equal Employment
Opportunity (EEO) complaints, reimburse the Treasury
Department Judgment Fund for any payments made,
and notify employees and applicants for employment
about their rights under the federal antidiscrimination
and whistleblower laws. In March 2020, FHFA filed the
Fiscal Year 2019 No Fear Act Annual Report to Congress,
covering fiscal years 2015 through 2019.

Research and Publications

OMWI Annual Report — The Dodd-Frank Act requires
most federal financial regulators to establish an Office
of Minority and Women Inclusion (OMWI). FHFA’s
OMWI is responsible for leading efforts to advance
diversity and inclusion and developing standards for:

1) EEO and the racial, ethnic, and gender diversity of
the workforce and senior management; 2) increased
participation of minority- and women-owned businesses
in FHFA programs and contracts; and 3) assessing the
diversity policies and practices of entities regulated by
FHFA. Also, Section 1116(f) of HERA requires FHFA
to seek diversity at all levels of its workforce, consistent
with the demographic diversity of the United States. In
March 2020, FHFA submitted its annual OMWI Report
to Congress detailing the activities of FHFA’s OMWI
during the previous calendar year.

Federal Property Manager’s Report/Foreclosure
Prevention Report — The Emergency Economic
Stabilization Act of 2008 directs Federal Property
Managers (FPM) to develop and implement plans to
maximize assistance for homeowners and encourage
servicers of underlying mortgages to take advantage

of programs to minimize foreclosures. Each FPM

is also required to report to Congress the number

and types of loan modifications and the number of
foreclosures on a monthly and quarterly basis. FHFA
is a designated FPM in its role as conservator of Fannie
Mae and Freddie Mac. In 2019, pursuant to statutory
requirements, FHFA delivered all monthly and
quarterly FPM reports to Congress.

Interest Rate Disparities Analysis — FHFA is required
to report to Congress annually on “the actions taken,
and being taken, by the Director to carry out” 12 U.S.C.
§ 4561(d), which authorizes FHFA to require the
Enterprises to submit information from which FHFA
may assess whether loan pricing by lenders results in
disparities for minority borrowers compared with non-
minority borrowers of similar creditworthiness. If FHFA
makes a preliminary finding that a pattern of disparities
exists for a lender, FHFA must refer that finding to

the appropriate regulatory or enforcement agency for
further review. FHFA has conducted exploratory data
analysis and met with peer financial regulators about
implementing this statutory requirement. FHFA’s Office
of Fair Lending Oversight (OFLO), in collaboration with
the Office of General Counsel, currently leads FHFAs
effort to implement 12 U.S.C. § 4561(d).

In August 2019, FHFA reported to Congress that
availability of data for 12 U.S.C. § 4561(d) analysis
has increased due to updated data collection by the
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Enterprises. In 2019, OFLO conducted an exploratory
analysis for discussion using a sample of loans from

the combined Enterprises’ 2018 loan acquisitions to
assess data quality and establish a baseline pricing
disparity analysis by seller. The analysis controlled for
credit-related factors to analyze potential disparities in
loan pricing for minority borrowers. FHFA shared its
exploratory analysis with the Interagency Fair Lending
Task Force member agencies, some of which could be
“appropriate regulatory and enforcement agencies” for
possible FHFA referrals, to solicit feedback on FHFA’s
approach to implementing 12 U.S.C. § 4561(d). In
the coming year, FHFA plans to continue to engage
with these and other appropriate agencies, improve data
reporting, refine the statistical analysis, and develop

policy options to fully implement 12 U.S.C. § 4561(d).

House Price Index

In 2019, FHFA continued its regular publication of
house price indexes (HPI), including all transactions
and purchase-only indexes using data obtained from
the Enterprises, and expanded-data indexes using data
obtained from the Enterprises and Federal Housing
Administration and county recorder data. Such
measures are estimated using different underlying
datasets, and all provide indications of house price
movements for various geographic areas. These
standard indexes are produced quarterly and monthly.

FHFA updated a set of experimental price indexes that
are produced on an annual basis for cities, counties,
ZIP codes, and census tracts. These measures have been
useful in policy analysis and have enabled several lines
of research on topics including housing market trends,
price cycles, and localized credit risk. Six staff research
papers related to these HPI data have progressed
through various stages of development over this past
year; two have been presented at conferences, one has
won a national award, and four have been published in
leading academic journals.

Public Use Databases

The Safety and Soundness Act requires FHFA to make
available to the public loan-level data submitted by
the Enterprises in the reports required under Section
309(m) of Fannie Mae’s Charter Act and Section
307(e) of Freddie Mac’s Charter Act, except for certain
proprietary information and personally identifiable
information. FHFA is required to make publicly
available Enterprise data elements analogous to those

required to be reported by mortgage originators under
Home Mortgage Disclosure Act (HMDA) at the census
tract level. The Safety and Soundness Act also requires
FHFA to make public certain high-cost securitized

loan data it collects to compare the characteristics of
high-cost loans the Enterprises purchase and securitize.
FHFA is required to release the data by September

30 of the year following the year the mortgages were
acquired by an Enterprise. For 2019, FHFA released
the required 2018 data to the public through its Public
Use Database as an interim release, pending receipt of
data fields reflecting changes to 2018 HMDA reporting
requirements. The Public Use Database contains census
tract- and national-level data by Enterprise, for both
single-family and multifamily mortgages.

FHFA also maintains a similar Public Use Database
with respect to the FHLBanks, required by HERA
Section 1212. The data are at the census tract level and
are reported directly by the FHLBanks to FHFA.

Monthly Interest Rate Survey

On May 29, 2019, due to dwindling participation

by financial institutions, FHFA published its final
Monthly Interest Rate Survey (MIRS). MIRS provided
monthly information on interest rates, loan terms,

and house prices (by property, loan, and lender type),
and 15-year and 30-year fixed-rate loans. Also, MIRS
provided quarterly information on conventional loans
by major metropolitan area and by FHLBank district.
Importantly, FHFA used MIRS to compile its monthly
adjustable-rate mortgage index (ARM Index). Given
that some banks use the ARM Index as the basis for
the interest rates on adjustable-rate mortgages, FHFA
created the MIRS Transition Index as the replacement
for the ARM Index. The MIRS Transition Index is a
version of Freddie Mac’s 30-year Primary Mortgage
Market Survey® that adjusts for differences between
Freddie Mac’s survey and the historic ARM Index.
FHEFA publishes the MIRS Transition Index on its
website on the last Thursday of every month.

National Mortgage
Database Program

The National Mortgage Database (NMDB) program

is jointly funded and managed by FHFA and the
Consumer Financial Protection Bureau and is designed
to provide a rich source of information about the U.S.
mortgage market. It has three primary components:



1. The National Mortgage Database (NMDB®)

2. The National Survey of Mortgage Originations
(NSMO)

3. 'The American Survey of Mortgage Borrowers

Pursuant to requirements of the Safety and Soundness
Act, the NMDB program conducts a monthly mortgage
market survey to collect data on the characteristics of
individual mortgages and the credit history of borrowers.
The survey covers mortgages that are and are not
eligible for purchase by Fannie Mae and Freddie Mac,
including subprime and nontraditional mortgages.®

NMDB and its components collect data for a nationally
representative sample of mortgages. In 2019, the quarterly
NSMO survey was administered four times. Each quarter,
FHFA updated two national statistics datasets that

are derived from the NMDB: National Statistics for
New Residential Mortgages in the United States and
National Delinquency Rates in the United States.

Patents and Publications

In May 2019, FHFA received its first-ever patent

from the United States Patent and Trademark office

for the invention by FHFA staff of a data analysis tool
that can be used to project credit losses and mortgage
prepayments. The motivation to build the FHFA
Mortgage Analytics Platform derived from the need

for an independent empirical view on multiple policy
initiatives. Academic empirical studies tend to suffer
from a lack of high-resolution data, while empirical
work from inside the industry typically represents a
specific view. FHFA maintains several vendor platforms
from which an independent view is possible, yet these
platforms tend to be inflexible and opaque. The unique
role of FHFA as regulator, conservator, and policymaker
necessitated platform flexibility and transparency.

FHFA’s Data Analytics Database and Platform

System and Method integrates econometric loan
performance models, individual loan data, and external
economic forecasts to project future mortgage cash
flows. The platform forecasts mortgage delinquencies,
prepayments, mortgage insurance claims and credit
losses among more than 20 additional elements across
multiple economic scenarios. The information that this
new tool generates improves FHFA's ability to analyze

Research and Publications

the mortgage finance market, ultimately making

FHFA a more effective regulator. FHFA applied the
tool toward setting the Private Mortgage Insurers
Eligibility Standard, annual Dodd-Frank Act Stress
Tests evaluations, and other policy decisions. FHFA
continues to use historical data to appropriately inform
decision-making and develop products and services that
anticipate future industry and borrower needs.

In 2019, FHFA published two staff working papers
and received the American Real Estate Society’s “Best
Research Paper by a Practicing Professional” award

for a working paper published in 2018 on a new

home affordability estimate. The original research in
these working papers provides substantial scholarly
contributions to the academic, practitioner, and

policy communities in the areas of housing finance

and regional and urban economics. Working papers
prepared by FHFA staff are preliminary products
circulated within various research communities to
generate discussion and receive feedback. The analysis
and conclusions of these working papers belong
exclusively to the authors and should not be interpreted
as conveying an official FHFA position, policy, analysis,
opinion, or endorsement.

Working Paper 19-01: The Price of Residential Land for
Counties, ZIP Codes, and Census Tracts in the United
States — This study employs appraised land value from a
data set of more than 14 million appraisals to produce
annual estimates of the average price of land used in
single-family housing. The balanced land price panel
covers 87.3 percent of the population and 85.1 percent
of all single-family homes. Results indicate that land
prices in most areas increased between 2012 and 2018;
land prices tended to rise faster than house prices; and,
on average, land’s share of home value increased in large
cities and declined in small cities.

Working Paper 19-02: A Quarter Century of Mortgage
Risk — This paper brings together several data sources,
including loan-level data from the Enterprises, to
provide a comprehensive account of the evolution of
default risk for newly-originated home purchase loans
over the past quarter century. It tracks many loan
characteristics and a summary measure of risk, the
stressed default rate. The paper finds that mortgage risk
rose in the 1990s, planting seeds of the financial crisis
well before the actual event.

% Statute also calls for the survey to include a determination of whether subprime and nontraditional borrowers would qualify for prime lending. Because of
uncertainty around defining the concept of subprime (see Interagency Statement on Subprime Mortgage Lending, 72 FR 37569 (July 10, 2007)) and the paucity of
data on the subprime market, it has not been feasible to incorporate such determinations in the NMDB.
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Performance and

Program Assessment

The Federal Housing Finance Agency (FHFA) publishes
a strategic plan for the Agency (FHFA Strategic Plan) to
set forth its priorities as regulator of the Federal Home
Loan Bank System and as regulator and conservator

of Fannie Mae and Freddie Mac (the Enterprises). In
2019, the Strategic Plan in effect was published in
January 2018 and had three strategic goals: ensure

safe and sound regulated entities; ensure liquidity,
stability and access in housing finance; and manage

the Enterprises’ ongoing conservatorships. These goals
will be revised and enhanced with the publication of a
new FHFA Strategic Plan in 2020, which will advance
FHFA’s current priorities:

1. Cement FHFA as a world-class regulator to ensure that

the Enterprises operate in a safe and sound manner.

2. DPrepare the Enterprises to responsibly exit
conservatorship by calibrating risk to match

their capital.

3. Foster competitive, liquid, efficient, and resilient

(CLEAR) national housing finance markets.

On November 19, 2019, FHFA published its
annual Performance and Accountability Report (PAR),

summarizing performance and achievements during
Fiscal Year (FY) 2019. The PAR evaluates FHFA’s
performance against 28 measures and assesses FHFAs
progress toward its strategic goals. In FY 2019, FHFA
met annual performance targets for 25 of the measures
(89 percent) and did not meet annual performance targets

for three (11 percent) of the performance measures.

In April 2020, the Association of Government
Accountants awarded FHFA its twelfth consecutive
Certificate for Excellence in Accountability Reporting
(CEAR) for fiscal year 2019. The CEAR is presented
to agencies that have demonstrated excellence in
integrating performance and accountability reporting.
Agencies must receive unmodified opinions on their
financial reports from an independent auditor to be

eligible for the award.

Operations and Performance

Financial Operations

Financial Highlights

The Federal Housing Enterprises Financial Safety and
Soundness Act of 1992 (Safety and Soundness Act)
authorizes FHFA to collect annual assessments from
its regulated entities to pay its expenses and maintain a
working capital fund. In FY 2019, FHFA assessed the
regulated entities a total of $273.8 million, including
$49.9 million to support the Office of Inspector
General (FHFA OIG). FHFA issues assessment
notices to the regulated entities semi-annually, with
the collections occurring on October 1 and April 1.
The Financial Summary for FY 2019 can be found

in FHFA’s PAR on pages 26-28, with the full set of

audited financial statements on pages 73-105.

In accordance with the Housing and Economic
Recovery Act of 2008, FHFA is authorized to retain

a working capital fund for unforeseen or emergent
requirements, which can be funded through a special
assessment to the entities or through retention of
unobligated balances at the end of the fiscal year. At
the end of FY 2019, the FHFA working capital fund
had a balance of $24.0 million, up from $10.0 million
in FY 2018.

Federal Management System
and Strategy

The Safety and Soundness Act requires FHFA to
implement and maintain financial management
systems that comply substantially with federal financial
management systems requirements, applicable federal
accounting standards, and the U.S. Government

General Ledger at the transaction level.

FHFA, including FHFA OIG, uses the Department
of the Treasury’s Bureau of the Fiscal Service for its
accounting services and financial management system
(FMS). FHFA is responsible for overseeing the Bureau
of the Fiscal Service’s performance of accounting
services for FHFA. Additionally, during FY 2019,
FHFA used the Department of Agriculture’s National
Finance Center and the Department of the Interior’s
Interior Business Center for its payroll and personnel

processing. FHFA’s accounting processes electronically
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interface data to FMS from charge cards, investment
activities, the Concur travel system, the procurement
system, the Invoice Processing Platform payments
system, the Interior Business Center payroll system, and

the National Finance Center payroll system.

Unmodified Audit Opinions
in Fiscal Year 2019

Every year since its creation in 2008, FHFA has
received an unmodified audit opinion on its financial
statements from the Government Accountability Office

(GAO). For fiscal years 2019 and 2018, GAO found:

e FHFA financial statements were presented fairly,
in all material respects, in accordance with U.S.

Generally Accepted Accounting Principles;

e FHFA maintained, in all material respects, effective

internal control over financial reporting; and

e No reportable noncompliance with provisions
of applicable laws, regulations, contracts, or

grant agreements.

FHFA OIG operates its own information network,
systems, and security programs separately from those of
FHFA. FHFA OIG contracted with an independent
audit firm to conduct the FY 2019 audit of the

FHFA Information Security Program pursuant to the
Federal Information Security Modernization Act of
2014 (FISMA). The audit concluded that FHFA’s
Information Security Program was compliant with
FISMA legislation and applicable guidance from the
Office of Management and Budget, and that sampled
security controls from the National Institute of
Standards and Technology SP 800-53 demonstrated
operating effectiveness. The auditor also concluded that
there were no significant deficiencies in the FHFA and

FHFA OIG information security programs.



FEDERAL HOUSING
FINANCE OVERSIGHT
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Federal Housing
Finance Oversight Board
Assessment

June 2020

Section 1103 of the Housing and Economic Recovery
Act (HERA) of 2008 requires that the Federal Housing
Finance Agency (FHFA) Director’s Annual Report to
Congress (Annual Report) include an assessment of the
Federal Housing Finance Oversight Board or any of its

members with respect to:

 'The safety and soundness of FHFA’s regulated
entities, Fannie Mae and Freddie Mac (the
Enterprises) and the Federal Home Loan Banks
(FHLBanks);

*  Any material deficiencies in the conduct of the

operations of the regulated entities;

* 'The overall operational status of the regulated

entities; and

* An evaluation of the performance of the regulated

entities in carrying out their respective missions.

As a basis for this assessment, FHFA’'s Annual Report
provides a review of these matters related to the
Agency’s regulated entities. The assessment of the

Federal Housing Finance Oversight Board follows:

The COVID-19 National Emergency
At the beginning of 2020, a strong labor market

and sustained house price appreciation supported
liquidity in the housing finance system. Starting in
March 2020, the effects of the COVID-19 national
emergency significantly disrupted economic activity,
including the primary and secondary mortgage
markets. In response, FHFA has announced a range of
new policies to provide relief to renters and borrowers
with a single-family or multifamily mortgage owned

or guaranteed by the Enterprises and to support the
proper functioning of the mortgage market both during
and after this crisis. As of the date of this report, the
future course of the pandemic and its effects on general
economic activity and mortgage markets remain

uncertain. FHFA will continue to monitor new and

evolving challenges facing the regulated entities and the
nation’s housing finance system, while continuing to
coordinate its policy response efforts with government
counterparts, including members of the Federal

Housing Finance Oversight Board.

Enterprises

The Enterprises continue to operate in conservatorships
under FHFA, as they have since 2008. The U.S.
Department of the Treasury (Treasury) continues

to provide the Enterprises with more than $250
billion in support through the Senior Preferred Stock
Purchase Agreements (PSPAs). Through year-end
2019, the Enterprises’ cumulative draws under the
PSPAs totaled $191.4 billion, and the Enterprises have
paid approximately $301 billion in cumulative cash
dividends to the Treasury. Under the terms of the
PSPAs, the payment of dividends does not offset or pay

down the Enterprises” prior draws from the Treasury.

The ongoing conservatorships result in far-reaching
government influence over the nation’s housing finance
system. FHFA noted various concerns with continuing
the conservatorships, including perpetuating an unlevel
playing field, exposing taxpayers to undue financial
risk, and adversely impacting homeowners, borrowers,
and renters. As of December 31, 2019, the Enterprises
owned or guaranteed approximately $5.7 trillion in
single-family and multifamily mortgages, representing
nearly half the market. However, the Enterprises
remain undercapitalized for their size, risk, and systemic
importance. Ending the conservatorships is dependent
on the Enterprises meeting key milestones, chief among
which is retaining or raising sufficient capital or other
loss-absorbing capacity. For most of 2019, the PSPAs
limited each Enterprise to a maximum capital reserve
amount of $3 billion per Enterprise. In September
2019, FHFA and Treasury agreed to modify the PSPAs
to allow the Enterprises to retain capital reserves of up
to $45 billion combined ($25 billion for Fannie Mae
and $20 billion for Freddie Mac). To compensate
Treasury for the dividends that it would have received
absent these modifications, the liquidation preferences
for its Fannie Mae and Freddie Mac preferred stock will
gradually increase by an amount equal to the increase in

the capital reserve amount. As of December 31, 2019,
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Fannie Mae’s net worth was $14.6 billion and Freddie
Mac’s net worth was $9.1 billion; the liquidation
preference amounts were $131.2 billion and $79.3
billion for Fannie Mae and Freddie Mac, respectively.

As a result of the PSPA modifications, as of December
31, 2019, the Enterprises’ combined leverage ratio
had improved to approximately 300:1 from nearly
1,000:1 earlier in 2019, but the Enterprises remain
undercapitalized. Building capital is an important step
toward restoring the Enterprises to a sound financial
condition and preparing for a responsible end to the
conservatorships. By contrast, the largest financial
institutions in the nation have an average leverage
ratio of approximately 12 to 1. Given their risks and
financial position, the Enterprises do not have the
capital necessary to withstand a serious downturn

in the nation’s housing markets. The lack of loss-
absorbing capital at the Enterprises puts taxpayers

at risk of absorbing their losses and jeopardizes their
important mission and the countercyclical aspects of
their role, which is to provide stability and liquidity to
secondary mortgage markets and support sustainable

homeownership and affordable housing.

To promote the safety and soundness of the Enterprises
and in furtherance of responsibly ending the
conservatorships, on May 20, 2020, FHFA released a
re-proposed capital rule to provide the Enterprises a
stronger foundation on which to weather crises, with
the goal of finalizing the rule by the end of 2020. The
rule aims to ensure a housing finance system that
provides all Americans with access to sustainable and
affordable mortgage financing through the economic
cycle by ensuring the long-term safety and soundness of
Fannie Mae and Freddie Mac.

Only Congress can enact the reforms necessary

to fix the structural flaws in the nation’s current
mortgage finance system. The Housing Finance
Reform Plans released in September 2019 by the U.S.
Department of Housing and Urban Development

and Treasury identify several such legislative reforms,
which are broadly consistent with FHFA's legislative
recommendations outlined in this report. However,
in 2019, FHFA took several steps to fulfill its statutory
responsibilities as conservator to implement critical

reforms that will strengthen the Enterprises’ financial

condition. Selected financial and operational results of

the Enterprises are summarized below.

The Enterprises were chartered by Congress to provide
stability in the secondary housing finance market, promote
access to mortgage credit, and increase the liquidity of
mortgage investments. In 2019, the Enterprises purchased
single-family mortgages with a combined unpaid
principal balance (UPB) of $1,049 billion, compared to
$754 billion UPB in 2018. The Enterprises purchased
a combined volume of multifamily mortgages with a
UPB of $148 billion in 2019, compared to $143 billion
in 2018, while increasing their focus on affordable

multifamily mortgages.

In 2019, the Enterprises generated combined net
income of $21.4 billion, down from $25.2 billion in
2018. Each Enterprise continues to have a significant
but declining exposure to credit losses from mortgages
originated in the several years prior to conservatorship.
Both Enterprises are subject to quarterly volatility

in their financial results primarily as a result of
accounting-driven gains and losses on the derivatives
they use to manage their interest-rate risk. To minimize
the impact of interest rate fluctuation and mitigate the
accounting volatility in its financial results, Freddie
Mac implemented fair value hedge accounting in 2017.
Fannie Mae does not currently utilize hedge accounting
but is planning to implement hedge accounting in the
first quarter of 2021.

In 2019, the Enterprises continued to transfer credit
risk to private markets through credit risk transfer
transactions. In 2019, the Enterprises transferred a
portion of credit risk on approximately $709 billion

of UPB, with about $23.6 billion of risk-in-force.
Pursuant to the 2020 Scorecard, FHFA is conducting,
with the Enterprises’ assistance, a comprehensive review
of the operations, costs, and benefits of the credit risk

transfer program to better inform future direction.

The Enterprises’ joint-venture, Common Securitizations
Solutions, LLC (CSS), continued implementing the
Common Securitization Platform (CSP) and common
uniform mortgage-backed security (UMBS). On June
3, 2019, Fannie Mae and Freddie Mac began issuing
the new UMBS to replace each Enterprise’s proprietary

mortgage securities deliverable into the to-be-
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announced (TBA) market. With this implementation
of Release 2, both Fannie Mae and Freddie Mac use the
CSP for issuance and monthly processing of single-
class UMBS backed by fixed-rate loans, single-class
resecuritizations of UMBS, and multiclass securities
such as real estate mortgage investment conduits. Since
the first issuance of UMBS in June 2019, UMBS
trading and settlement have proceeded in an orderly
manner. As of December 31, 2019, UMBS trading
totaled nearly $27 trillion; common measures of market
functioning, such as total UMBS trading volume in

the TBA market and the rate spreads between 30-year,
fixed-rate mortgages and 10-year, constant-maturity
Treasuries, indicated depth and liquidity for UMBS

consistent with the program objectives.

In January 2020, FHFA announced that J. Christopher
Giancarlo will serve as independent, non-Executive
Chairman of the Board of Directors of CSS and that
CSS will amend the structure of its Board of Directors.
This amended structure provides a Board seat to CSS
CEO Anthony Renzi, appointed December 2019,

and allows FHFA to appoint up to three additional
independent directors. Each Enterprise will each

retain its two current Board seats. There will be up to
nine total Board members. Independent CSS Board
members are expected to enhance corporate governance
and facilitate the assessment of permitting additional
issuers to access the CSP to promote a more liquid and

stable housing finance market.

Credit risk management remains a priority for both
Enterprises, including both post-2008 credit risk
exposures and remaining distressed legacy assets. In
2019, at FHFA's direction, the Enterprises began to
take measured steps to address high-risk loans. Asa
borrower’s likelihood of default is positively correlated
with having multiple risk factors, particularly high-risk
factors such as high loan-to-value, low credit score,
and high debt-to-income, FHFA has worked with the
Enterprises to reduce loan acquisitions with multiple
high-risk factors. FHFA and the Enterprises are also
carefully monitoring counterparty risk exposures,
given changes in the mortgage industry in recent years
that have affected the structure of the Enterprises’
counterparties and added new types of seller/servicers.

For example, there has been significant migration

of mortgage servicing for Enterprise portfolios from
banking organizations to non-depository institutions,
which are typically less well-capitalized than depository
institutions subject to federal bank capital and
liquidity requirements. In 2019, FHFA worked with
the Enterprises to develop new minimum financial
requirements for approved non-depository seller/
servicers, which were proposed on January 31, 2020,
and remained open to public comment through April
30, 2020. The proposed new eligibility standards
would establish capital and liquidity requirements that
are transparent and consistent across different seller/
servicer business models. Public comments to the

proposed standards are currently under review.

‘The Enterprises and FHFA actively monitor and
manage additional risks to the Enterprises’ safety and
soundness, including market and operational risk.
Operational risk, including information and cyber
security, remains an area of critical importance and
focus due to the Enterprises’ concentration of borrower
information and their market importance. With the
publication of LIBOR not guaranteed beyond the

end of 2021, FHFA, both in its regulatory role and
through its membership on the Alternative Reference
Rates Committee, has taken several steps to reduce the
Enterprises’ and FHLBanks’ exposure to LIBOR-based
products in advance of its end date and to eliminate
that exposure as promptly as practicable. This will
continue to be an area of focus for FHFA and the
Federal Housing Finance Oversight Board due to the
risks to the regulated entities, homeowners, and other

market participants.

The Enterprises continue to have annual housing goal
requirements as established by FHFA. In 2019, FHFA
determined that Fannie Mae and Freddie Mac met
each single-family goal requirement for 2018. The
Enterprises also met each of their multifamily goal
requirements for 2018. In support of the Enterprises’
statutory duty to serve three underserved markets —
manufactured housing, affordable housing preservation,
and rural housing — the Enterprises entered into

Duty to Serve plans (the Plans) for 2018-2020. In
March 2019, the Enterprises submitted annual reports
detailing their efforts to achieve the objectives in

their Plans. In all three underserved markets, FHFA
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determined that each Enterprise complied with its Duty
to Serve requirements and performed satisfactorily in
increasing the liquidity and distribution of available
capital. Due to the difficulty of assessing the impact
after just one year of the Plans in operation, FHFA

did not provide detailed ratings of the Enterprises for
2018. The Enterprises also made statutorily required
contributions to the National Housing Trust Fund and
the Capital Magnet Fund in 2019 to support affordable

housing initiatives.

FHLBanks
As of December 31, 2019, all 11 FHLBanks exceeded

the minimum 4.0 percent regulatory capital ratio. The
regulatory capital-to-assets ratio for the FHLBank
System was 5.1 percent at the end of 2019, down
from 5.4 percent as leverage increased moderately.

All FHLBanks were profitable for the year. The
FHLBanks’ primary business of extending advances

to members continued to operate effectively without

credit losses.

The FHLBanks’ advances declined $87.2 billion to
$641.5 billion during 2019. This decrease extends a
downward trend that began in 2018, although advances
increased significantly in the first quarter of 2020 to
$806.9 billion in response to member demand due to
the COVID-19 national emergency. As of December
31, 2019, the ten largest company borrowers accounted
for 29.7 percent of aggregate advances outstanding,
down from 34.7 percent in 2018. Generally,
FHLBanks with high levels of advances outstanding

have one or more very large borrowers in their districts.

In addition to advances, the FHLBanks continued to
meet their primary mission of providing liquidity to
their members through the purchase of whole mortgage
loans, origination of off-balance sheet items, and
support of the Affordable Housing Program. System
balances of whole mortgage loans totaled $72.6 billion
at year-end 2019, up from $62.6 billion at year-end
2018. Off-balance sheet programs include letters of
credit and mortgage delivery programs. Letters of
credit had a total notional value of $178.4 billion at
year-end 2019 and allow members diverse collateral

options when securing public unit deposits. Mortgage

delivery programs to third-party investors had a
combined volume of $3.3 billion in 2019 and provide
members with alternative conduits to move mortgages
off their balance sheets, to allow additional mortgage
originations. In 2019, the FHLBanks contributed
$362 million toward the Affordable Housing Program,
which provides funds to support local affordable

housing initiatives.

Conclusion

During 2019, FHFA engaged in significant efforts
to oversee and support the safety and soundness of
the Enterprises and FHLBanks. These efforts were
aligned with FHFA'’s statutory responsibilities and
authorities to put the Enterprises into a sound and
solvent financial condition, oversee the prudential
operations of the FHLBanks, and to ensure that its
regulated entities foster liquid, efficient, competitive,
and resilient national housing finance markets that
support sustainable homeownership and affordable

rental housing.

Mark A. Calabria
Chairman
Federal Housing Finance Oversight Board

Steven T. Mnuchin
Secretary
U.S. Department of the Treasury

Benjamin S. Carson, Sr.
Secretary

U.S. Department of Housing and Urban Development
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Chairman

Securities and Exchange Commission
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TABLE 1-FANNIE MAE MORTGAGE PURCHASES

Period Purchases
Single-Family? Multifamily: Total Mortgages: Mortgage-Related Securitiesb
() ©) ©) ()
4Q19 189,200 18,038 207,238 13,551
3Q19 194,712 18,082 212,794 13,833
2Q19 128,618 16,941 145,559 18,914
1Q19 85,457 16,737 102,194 14,585
Annual Data
2019 597,987 69,798 667,785 60,883
2018 452,026 65,079 517,105 80,982
2017 504,119 065,438 569,557 85,535
2016 583,744 55,024 638,768 72,175
2015 475,031 42,032 517,063 49,554
2014 382,747 28,620 411,367 24,885
2013 733,242 28,558 761,800 36,848
2012 835,994 33,394 869,388 26,874
201 558,249 24,226 582,475 20,760
2010 607,827 17,302 625,129 44,495
2009 700,253 19,912 720,165 161,562
2008 582,947 34,288 617,235 71523
2007 659,366 45,302 704,668 69,236
2006 524,379 20,646 545,025 102,666
2005 537,004 21,485 558,489 62,232
2004 588,119 16,386 604,505 176,385
2003 1,322,193 31,19 1,353,389 408,606
2002 804,192 16,772 820,964 268,574
2001 567,673 19,131 586,804 209,124
2000 227,069 10,377 237,446 129,716
1999 316,136 10,012 326,148 169,905
1998 354,920 11,428 366,348 147,260
1997 159,921 6,534 166,455 50,317
1996 164,456 6,451 170,907 46,743
1995 126,003 4,966 130,969 36,258
1994 158,229 3,839 162,068 25,905
1993 289,826 4,135 293,961 6,606
1992 248,603 2,956 251,559 5428
1991 133,551 3,204 136,755 3,080
1990 111,007 3,180 114,187 1,451
1989 80,510 4,325 84,835 Not Appiicabe Before 1950
1988 64,613 4170 68,783
1987 73,942 1,733 75,675
1986 77,223 1877 79,100
1985 42,543 1,200 43,743
1984 27,713 1,106 28,819
1983 26,339 140 26,479
1982 25,929 10 25,939
1981 6,827 2 6,829
1980 8,074 2] 8,101
1979 10,798 9 10,807
1978 12,302 3 12,305
1977 4,650 134 4,784
1976 3,337 295 3,632
1975 3,646 674 4,320
1974 4,746 2,273 7,019
1973 4170 2,082 6,252
1972 2,59 1,268 3,864
1971 2,742 1,298 4,040

Source: Fannie Mae

@ Includes lender-originated mortgage-backed securities (MBS) issuances, cash purchases, and capitalized interest. Based on unpaid principal balances. Excludes mortgage loans and mortgage-backed securities traded but not yet settled. Excludes delinquent loans purchased from MBS trusts
b Notincluded in total mortgage purchases. Includes purchases of Fannie Mae MBS held for investment and mortgage-related securities traded but not yet settled. Based on unpaid principal balances. Includes activity from settlements of dollar rolls accounted for as purchases and sales of securities but
does notinclude activity from settlements of dollar rolls accounted for as secured financings..
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Period

4Q19
3Q19
2019
1019

2019
2018
2017
2016
2015
2014
2013
2012
2011
2010
2009
2008
2007
2006
2005
2004
2003
2002
2001
2000
1999
1998
1997
1996
1995
1994
1993
1992
1991
1990
1989
1988
1987
1986
1985
1984
1983
1982
1981
1980
1979
1978
1977
1976
1975
1974
1973
1972
1971

Source: Fannie Mae

Purchases ($ in Millions):

Single-Family Mortgages

Appendix: Historical Data Tables

TABLE TA-FANNIE MAE MORTGAGE PURCHASES DETAIL BY TYPE OF LOAN

Multifamily Mortgages

Conventional FHA/VA/RD:
Fixed- Adjustable- Fixed-  Adjustable-

Rateb Rate Seconds Total Ratec Rate Total

() ©) () (©) ©) ©) ©)
187,719 1,222 0 188,941 25 234 259
193,493 908 0 194,401 31 280 31
127,366 924 0 128,290 21 307 328
83,657 1,469 0 85,126 13 318 331

Annual Data

592,235 4,523 0 596,758 90 1,139 1,229
442,778 7,736 0 450,514 114 1,398 1512
489,487 13,160 1 502,648 1 1,360 1471
573,415 8,834 3 582,252 98 1,394 1,492
459,201 14,245 4 473,450 73 1,508 1,581
363,716 17,324 8 381,048 1 1,688 1,699
713,326 17,785 13 731,124 210 1,908 2,118
806,065 2142 19 833,226 613 2,155 2,768
517,469 36,837 2 554,333 524 3392 3916
565,531 38,023 68 603,622 516 3,689 4,205
663,763 23,108 0 686,871 1,136 12,246 13,382
517,673 46,910 6 564,589 1174 17,184 18,358
583,253 64,133 34 647,420 1,237 10,709 11,946
429,930 85313 130 515,373 1,576 7430 9,006
416,720 111,935 116 528,771 2,285 5948 8,233
527,456 46,772 51 574,279 9,967 3873 13,840
1,236,045 64,980 93 1,301,118 18,032 3,043 21,075
7381771 48,617 40 786,834 15810 1,548 17,358
534,115 25,648 1,137 560,900 5671 1,102 6,773
187,236 33,809 726 21,771 4378 920 5298
293,188 12,138 1,198 306,524 8,529 1,084 9,613
334,367 14,273 1 348,641 5768 511 6,279
136,329 21,095 3 157,427 2,062 432 2494
146,154 15,550 3 161,707 2,415 334 2,749
104,901 17,978 9 122,888 3,009 106 3,115
139,815 16,340 8 156,163 1,953 113 2,066
274,402 14,420 29 288,851 855 120 975
226,332 21,001 136 247,469 1,055 79 1,134
114,321 17,187 705 132,213 1,300 38 1338
95,011 14,528 654 110,193 799 15 814
60,794 17,692 521 79,007 1,489 14 1,503
35,767 27,492 433 63,692 823 98 921
60,434 10,675 139 71,248 2,649 45 2,694
58,251 7,305 498 66,054: 11,155 14 11,169
29,993 10,736 871 41,600 927 16 943
17,998 8,049 937 26,984 729 0 729
18,136 4,853 1,408 24397 1,942 0 1,942
19,311 3210 1,552 24,073 1,856 0 1,856
4,260 107 176 4543 2,284 0 2,284
2,802 0 0 2,802 5272 0 5272
5410 0 0 5410 5,388 0 5388
5,682 0 0 5,682 6,620 0 6,620
2,366 0 0 2,366 2,284 0 2,284
2513 0 0 2513 824 0 824
547 0 0 547 3,099 0 3,099
1,128 0 0 1128 3,018 0 3,618
939 0 0 939 3,231 0 3,231
55 0 0 55 2,541 0 2,541
0 0 0 0 2,742 0 2,742

Total
Single-Family
Mortgages (5)

189,200
194,712
128,618

85,457

597,987
452,026
504,119
583,744
475,031
382,747
733,242
835,994
558,249
607,827
700,253
582,947
659,366
524379
537,004
588,119
1,322,193
804,192
567,673
227,069
316,137
354,920
159,921
164,456
126,003
158,229
289,826
248,603
133,551
111,007
80,510
64,613
73942
77,223
42,543
27,713
26,339
25929
6,827
8,074
10,798
12,302
4,650
3337
3,646
4,746
4170
2,59
2,142

Conventional ($)

18,038
18,082
16,941
16,737

69,798
65,079
65,438
55,024
42,032
28,620
28,558
33,394
24,226
17,299
19,517
34,288
45,302
20,644
21343
13,684
28,071
15,089
17,849
9,127
8,858
10,844
5936
6,199
4,677
3,620
3919
2,845
3,183
3,165
4,309
4,149
1,463
1877
1,200
1,106
128

o O OO0 O OO0 oo o o O

FHA/RD< ($

o o o o —

w o O 0o o o o o o o

395

142
2,702
3,125
1,683
1,282
1,250
1,153

584

598

252

289

219

216

m

2,273
2,082
1,268
1,298

3 Includes lender-originated mortgage-backed securities (MBS) issuances, cash purchases, and capitalized interest. Based on unpaid principal balances. Excludes mortgage loans and mortgage-backed securities traded but not yet settled.
Excludes delinquent loans purchased from MBS trusts.
b Includes balloon loans. Prior to 2012, includes energy loans.

€ RDrefers to loans guaranteed by the U.S.Department of Agriculture Rural Development (RD) loan programs. FHA stands for Federal Housing Administration. VA stands for Department of Veterans Affairs

Total
Multifamily
Mortgages ()
18,038
18,082
16,941
16,737
69,798
65,079
65,438
55,024
42,032
28,620
28,558
33,394
24,226
17,302
19,912
34,288
45,302
20,646
21,485
16,386
31,196
16,772
19,131
10,377
10,011
11,428
6,534
6,451
4,966
3,839
4,135
2,956
3,204
3,180
4,325
4,170
1,733
1,877
1,200
1,106

140
10

2
27

2,273
2,082
1,268
1,298

Total
Mortgage
Purchases (5)
207,238
212,794
145,559
102,194

667,785
517,105
569,557
638,768
517,063
411,367
761,800
869,388
582,475
625,129
720,165
617,235
704,668
545,025
558,489
604,505
1,353,389
820,964
586,804
237,446
326,148
366,348
166,455
170,907
130,969
162,068
293,961
251,559
136,755
114,187
84,835
68,783
75,675
79,100
43,743
28,819
26,479
25,939
6,629
8,101
10,807
12,305
4,784
3,032
4,320
7,019
6,252
3,864
4,040
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TABLE 1B+ FANNIE MAE PURCHASES OF MORTGAGE-RELATED SECURITIES — PART 1

Fannie Mae Securities Other Securities
Freddie Mac Ginnie Mae
Period Single-Family
Single-Family Single-Family Total
Total Total Total Total ~ Mortgage = Mortgage-
Fixed- = Adjustable- - Multi- - Fannie ~ Fixed- = Adjustable- ~ Multi- = Freddie = Fixed- = Adjustable- ~ Multi- = Ginnie  Private- = Revenue Related
Rate® Rate family Mae? Rate Rate family Mac Rate Rate family Mae Label® Bonds Securities
() ©) () () () () ) () () () ©) ©) () ©) ©)
4Q19 7,306 42 2,268 9,616 65 - - 65 3,666 204 = 3,870 = = 13,551
3019 7,540 26 3,359 10,925 24 - - 24 2,341 543 - 2,884 - - 13,833
2019 11,209 9 3,708 15,015 16 - - 16 3,561 322 = 3,883 = = 18914
1Q19 8,271 133 3,460 11,870 31 10 - 4 2,596 78 - 2,674 - - 14,585
Annual Data

2019 34,332 299 12,79 47,426 136 10 - 146 12,164 1,147 - 1331 - - 60,883
2018 48,622 781 12,980 62,383 105 12 = 117 16,546 1,936 = 18,482 = = 80,982
2017 52,765 1382 16337 70,484 1341 - - 1341 13,150 560 - 13,710 - - 85,535
2016 38,597 1,002: 16,119 55778 3416 20 = 3,436 12,593 368 = 12,961 = = 72,175
2015 26,384 1214 10,710 38,308 3417 21 0 3,438 7,519 289 0 7,808 0 0 49,554
2014 9,097 1,538 9,939 20,574 1,433 124 0 1,557 2,557 197 0 2,754 0 0 24,885
2013 21,506 1,017 7422 29,945 3,832 217 0 4,049 2,792 62 0 2,854 0 0 36,848
2012 14,327 842 8,786 23,955 1,102 16 0 1,118 1,745 56 0 1,801 0 0 26,874
201 6,052 1,025 11,020 18,097 1,908 207 0 2,115 447 93 8 548 0 0 20,760
2010 27,694 301 8,000 35,995 7,095 117 0 7,212 1,263 1 24 1,288 0 0 44,495
2009 92,189 326 5531 98,0461 61,861 158 0: 62019 1,495 0 0 1,495 0 2 161,562
2008 56,894 10,082 1,023 67,999 3,649 3,168 0 6,817 0 128 0 128 2,295 284 77,523
2007 16,126 8,271 506 24,909 2,017 4,055 0 6,072 0 35 0 350 37435 785 69,236
2006 23,171 14,826 429 38,432 1,044 5,108 0 6,152 77 0 0 77 51,787 218 102,666
2005 8,273 6,344 888 15,505 121 3,449 0 3,570 0 0 0 0 41369 1,788 62,232
2004 42,214 21,281 1,159 64,654 6,546 8,228 0: 14774 0 0 0 0: 90833 6,124 176,385
2003 341,461 5842 12250 348528 19,340 502 0: 19842 36 0 0 360 34032 6,168 408,606
2002 238,711 4,219 1572 244,502 7,856 101 0 7,957 4,425 0 0 4,425 7416 4,273 268,574
000 G | e e 180582 Satw Geewm  weew 0072 Geow | weew  enw 330 3513 464 9
2000 104,904 10171 2,493 8,466 3,682 129,716
1999 125,498 6,861 17,561 16,511 3474 169,905
1998 104,728 21,274 2,738 15721 2,799 147,260
1997 39,033 2,119 3,508 4,188 1,469 50317
1996 41,263 779 2,197 777 1,727 46,743
1995 30,432 2,832 20 752 2,222 36,258
1994 21,660 571 2,321 0 1353 25,905
1993 6,275 0 0 0 331 6,606
1992 4,930 0 0 0 498 5428
1991 2,384 0 0 0 696 3,080
1990 977 0 0 0 474 1,451

Source: Fannie Mae

2 Includes purchases of Fannie Mae mortgage-backed securities held for investment. Based on unpaid principal balances. Includes mortgage-related securities traded but not yet settled. Includes activity from settlements of dollar rolls accounted for as purchases and sales of securities but does not include
activity from settlements of dollar rolls accounted for as secured financings

b Certain amounts previously reported as Fannie Mae fixed-rate securities have been reclassified as private-label securites
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Period

4019
3Q19
2019
1019

2019
2018
2017
2016
2015
2014
2013
2012
2011
2010
2009
2008
2007
2006
2005
2004
2003
2002
2001
2000
1999
1998
1997
1996
1995

Source: Fannie Mae

Purchases ($ in Millions):

Manufactured
Housing

()

56

Not Available
Before 2002

Subprime

Fixed-Rate Adjustable-Rate
©) ()

0 0
0 0
0 0
0 0
0 0
0 0
0 0
0 0
0 0
0 0
0 0
0 0
0 0
0 0
0 0
0 637
343 15,628
0 35,606
0 24,469
176 66,827
0 25,769
181 4,963

Not Available
Before 2002

Not Available
Before 2002

Private-Label

Single-Family

Alt-A

Fixed-Rate Adjustable-Rate
©) ()
0 0
0 0
0 0
0 0
Annual Data

0 0
0 0
0 0
0 0
0 0
0 0
0 0
0 0
0 0
0 0
0 0
175 0
38 5250
1,504 10,469
3,574 12,535
7,064 14,935
7,734 370
1,756 0

Not Available
Before 2002

Not Available
Before 2002

Appendix: Historical Data Tables

TABLE 1B+ FANNIE MAE PURCHASES OF MORTGAGE-RELATED
SECURITIES — PART 2, PRIVATE-LABEL DETAIL

Other
Fixed-Rate Adjustable-Rate
©) ()
0 0
0 0
0 0
0 0
0 0
0 0
0 0
0 0
0 0
0 0
0 0
0 0
0 0
0 0
0 0
0 987
0 178
0 518
118 571
221 1,509
98 0
43 381

Not Available
Before 2002

Not Available
Before 2002

4 Based on unpaid principal balances. Includes mortgage loans and mortgage-related securities traded but not yet settled. Certain amounts previously reported for years before 2007 have changed as a result of reclassifying certain securities

Multifamily
©)

496
15,998
9,690

Not Available
Before 2002

Total Private-Label

()

0

0
2,295
37,435
57,187
41,369
90,833
34,032
7,416
3513
8,466
16,511
15,721
4,188
777
752
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TABLE 2-FANNIE MAE MBS ISSUANCES

Business Activity ($ in Millions)

Period MBS Issuances
Single-Family MBS Multifamily MBS Total MBS Multiclass MBS
©) ©) ©)
4019 194,155 18,038 212,193 22,578
3Q19 188,467 18,146 206,613 17,533
2019 120,094 16,941 137,035 17,173
1Q19 88,372 16,737 105,109 10,142
Annual Data
2019 591,088 69,862 660,950 68,026
2018 470,478 064,327 534,805 57,940
2017 514,000 66,363 580,363 68,883
2016 582,817 55,020 637,837 73,269
2015 472471 43,923 516,394 63,433
2014 375,676 31,997 407,673 59,608
2013 733,M 31,403 764,514 121,237
2012 827,749 37,738 865,487 151,239
2011 564,606 34,066 598,672 139,819
2010 603,247 26,499 629,746 179,767
2009 791,418 16,435 807,853 100,846
2008 536,951 5,802 542813 67,559
2007 622,458 7,149 629,607 112,563
2006 476,161 5,543 481,704 124,856
2005 500,759 9,379 510,138 123813
2004 545,635 6,847 552,482 94,686
2003 1,196,730 23,336 1,220,066 260,919
2002 731133 12,497 743,630 170,795
2001 514,621 13,801 528,422 139,403
2000 204,006 7,59 211,662 39,544
1999 292,192 8,497 300,689 55,160
1998 315,120 11,028 326,148 84,147
1997 143,615 5814 149,429 85,415
1996 144,201 5,008 149,869 30,780
1995 106,269 4,187 110,456 9,681
1994 128,385 2,237 130,622 73,365
1993 220,485 959 221,444 210,630
1992 193,187 850 194,037 170,205
1991 111,488 1415 112,903 112,808
1990 96,006 689 96,695 68,291
1989 06,489 3,275 69,764 41,715
1988 51,120 3,758 54,878 17,005
1987 62,067 1,162 63,229 9,917
1986 60,017 549 60,566 2,400
1985 23142 507 23,649 Notsued Before 1986
1984 13,087 459 13,546
1983 13,214 126 13,340
1982 13,970 Notssued Before 1983 13,970
1981 7 7

Source: Fannie Mae

@ Lender-originated mortgage-backed securities (MBS) plus issuances from Fannie Mae's investment portfolio. Based on unpaid principal balances. Excludes mortgage-related securities traded but not yet settled.
b Beginning in 2006, includes grantor trusts, real estate mortgage investment conduits, and stripped MBS backed by Fannie Mae certificates.

€ Beginning with the introduction of single security in June 2019, includes the portion of Freddie Mac-issued securities.
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TABLE 3-FANNIE MAE EARNINGS

Period

Q419
Q319
Q219
1019

2019
2018
2017
2016
2015
2014
2013
2012
201
2010
2009
2008
2007
2006
2005
2004
2003
2002
2001
2000
1999
1998
1997
1996
1995
1994
1993
1992
1991
1990
1989
1988
1987
1986
1985
1984
1983
1982
1981
1980
1979
1978
1977
1976
1975
1974
1973
1972
1971

Source: Fannie Mae
N/A=notapplicable ~ N/M = not meaningful

(redit-Related Expense/

Net Interest Income2®

5,850
5229
5150
4,733

20,962
20,951
20,733
21,295
21,409
19,968
22,404
21,501
19,281
16,409
14,510
8,782
4,581
6,752
11,505
18,081
19,477
18,426
8,090
5674
4,894
4110
3,949
3,592
3,047
2823
2,533
2,058
1,778
1,593
1,191
837

Guarantee Fee Income?

o o —

69
171
96
109
128
175
205
212
227
202
7,211
7,621
5071
4,250
4,006
3,784
3,432
2516
1,482
1,351
1,282
1,229
1,274
1,19
1,086
1,083
961
834
675
536
408
328
263
175
112
8
54

Not Available Before 1981

Administrative Expenses

Annual Data

786
749
744
744

3,023
3,059
2,737
2,741
3,050
2,771
2,545
2,367
2,370
2,597
2,207
1979
2,609
3,076
2,115
1,656
1,454
1,156
1,017
905
800
708
636
560
546
525
443
381
319
286
254
218
197

142

Appendix: Historical Data Tables

(Income)

()

128
1,761
1,097

510

3,49
2,692
-1,520
-1.511
834
-3,822
-11,788
-1,106
27,498
26,614
73,536
29,809
5012
783
428
363
353
273
78

94

261
375
409
335
378
305
320
370
310
310
365
360
306
206

86

48

36
(28)

Net Income (Loss)

4,365
3,963
3421
2,400

14,160
15,959
2,463
12313
10,954
14,208
83,963
17,224
-16,855
14,014
71,969
-58,707
-2,050
4,059
6,347
4,967
8,081
3914
5,894
4,448
3912
3418
3,056
2,725
2,144
2132
1873
1,623
1,363
1173
807
507
376
105
7
(71)
49
(192)
(206)
14
162
209
165
127
115
107
126
96

61

Return on Equity!
0

(%)

N/A
N/A
N/A
N/A

N/A
N/M
N/A
N/A
N/A
N/A
N/A

203
18.8
144

3 Adoption of accounting quidance related to transfers of financial assets and consolidation of variable interest entities, effective January 1, 2010, significantly changed presentation of these line items in the financial statements. Financial results for 2010 and later years are not directly comparable to

previous years. Effective January 1, 2010, quaranty fee income associated with the securitization activities of consolidated trusts is reflected in net interest income.

b Interest income net of interest expense.

€ (Credit-related expense (income) includes provision (benefit) for loan losses and guaranty losses (collectively, credit losses) and foreclosed property expense (income)

4 Netincome (loss) available to common stockholders divided by average outstanding common equity.
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TABLE 4« FANNIE MAE BALANCE SHEET

End of Shareholders’ Senior Fair Value Mortgage Assets
Period Total Total Mortgage = Nonmortgage Total Debt Equity Preferred of Net Held for Investment
Assetsa0 Assetsac Investments? Outstanding (Deficit): Stock Assetse (Gross)e Indebtedness
©) ) ©) ) ©) ©) ©) ©) ©)
4Q19 3,503,319 3,354,125 53,158 3,467,386 14,608 120,836 16,762 153,611 182,247
3Q19 3,494,436 3,296,579 59,276 3,461,858 10,342 120,836 15,872 176,989 213,574
2019 3,443,287 3,294,991 54912 3,416,579 6,365 120,836 21,729 170,516 216,963
1Q19 3,421,034 3,282,006 57,354 3,395,010 5,361 120,836 18,494 176,433 221,449
Annual Data

2019 3,503,319 3,354,125 53,158 3,467,386 14,608 120,836 16,762 153,611 182,247
2018 3,418,318 3,273,303 68,529 3,391,920 6,240 120,836 22,640 179,153 232471
2017 3,345,529 3,207,909 48,692 3,330,054 (3,686) 117,149 16,389 230,783 277,469
2016 3,287,968 3,119,826 62,732 3,262,316 6,071 117,149 103 272,354 328,824
2015 3,221917 3,078,248 56,835 3,197,671 4,059 117,149 (4177) 345,103 389,49
2014 3,248,176 3,097,727 50,416 3,222,155 3,720 117,149 -16,754 413313 464,404
2013 3,270,108 3,122,719 55,281 3,234,523 9,591 117,149 -33318 490,701 534,211
2012 3,222,422 3,094,127 50,450 3,189,517 7,224 117,149 06,451 633,054 621,779
201 3,211,484 3,072,709 95,848 3,189,872 -4,571 112,578 127,795 708,414 742,293
2010 3,221,972 3,103,772 44,503 3,197,000 -2517 88,600 -120,212 788,771 793,878
2009 869,141 745,271 57,782 774,554 -15,281 60,900 -98,701 769,252 785,775
2008 912,404 767,989 71,550 870,393 -15314 1,000 -105,150 Not Applicale Bfore 2009 Not Applicae Before 2009
2007 882,547 723,620 86,875 796,299 44,011 Not Applicale Before 2008 35,799

2006 843,936 726,434 56,983 767,046 41,506 43,699

2005 834,168 736,803 46,016 764,010 39,302 42,199

2004 1,020,934 925,194 47,839 953, 1M 38,902 40,094

2003 1,022,275 919,589 59,518 961,280 32,268 28,393

2002 904,739 820,627 39,376 841,293 31,899 22,130

2001 799,948 706,347 65,982 763,467 18,118 22,675

2000 675,224 607,731 52,347 642,682 20,838 20,677

1999 575,308 523,103 37,299 547,619 17,629 20,525

1998 485,146 415,434 58,515 460,291 15,453 14,885

1997 391,673 316,592 64,59 369,774 13,793 15,982

1996 351,041 286,528 56,606 331,270 12,773 14,556

1995 316,550 252,868 57,273 299,174 10,959 11,037

1994 272,508 220,815 46,335 257,230 9,541 10,924

1993 216,979 190,169 21,39 201,112 8,052 9,126

1992 180,978 156,260 19,574 166,300 6,/74 9,096

1991 147,072 126,679 9,836 133,937 5,547 Not Avalabe Before 1992

1990 133,113 114,066 9,868 123,403 3,94

1989 124,315 107,981 8,338 116,064 2,991

1988 112,258 100,099 5,289 105,459 2,260

1987 103,459 93,665 3,468 97,057 1,811

1986 99,621 94123 1775 93,563 1,182

1985 99,076 94,609 1,466 93,985 1,009

1984 87,798 84,135 1,840 83,719 918

1983 78,383 75,247 1,689 74,59 1,000

1982 72,981 69,356 2,430 69,014 953

1981 61,578 59,629 1,047 58,551 1,080

1980 57,879 55,589 1,556 54,880 1,457

1979 51,300 49,777 843 48,424 1,501

1978 43,506 42,103 834 40,985 1,362

1977 33,980 33,252 318 31,890 1173

1976 32,393 31,775 245 30,565 983

1975 31,59 30,820 239 29,963 861

1974 29,671 28,666 466 28,168 772

1973 24,318 23,589 227 23,003 680

1972 20,346 19,652 268 19,239 559

1971 18,591 17,886 349 17,672 460

Source: Fannie Mae

@ Adoption of accounting guidance related to transfers of financial assets and consolidation of variable interest entities, effective January 1, 2010, significantly changed presentation of these line items in the financial statements. Financial results for 2010 and later years are not directly comparable to
previous years. Adoption of this quidance resulted in the consolidation of the substantial majority of mortgage-backed securities (MBS) trusts and recognition of the underlying assets and debt of the trusts in the consolidated balance sheet

Beginning in 1998, the quaranty liability for Fannie Mae MBS held for investment was classified as a liability.

€ (Gross mortgage assets net of unamortized purchase premiums, discounts, cost-basis adjustments, fair-value adjustments on securities and loans. Beginning in 2002, amounts include fair-value adjustments on available-for-sale and trading securities, as well as impairments on available-for-sale
securities. Excludes allowance for loan losses on loans held for investment. Amounts for 1999 through 2001 include certain loans held for investment previously classified as nonmortgage investments.

Data reflect unpaid principal balance net of unamortized purchase premiums, discounts, cost-basis adjustments, fair-value adjustments and impairments on available-for-sale and trading securities. Since 2005, advances to lenders have not been included. Amounts for periods before 2005 may include
or consist of advances to lenders.

Amounts for 2010 and later meet the definition of mortgage assets in the Treasury Senior Preferred Stock Purchase Agreement for the purpose of determining the maximum amount of mortgage assets that may be held. The amount for 2009 includes consolidation of variable interest entities. The 2009
amount would have been $772.5 billion excluding consolidation of variable interest entities,

As defined in the Treasury Senior Preferred Stock Purchase Agreement for 2009 and later years.
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Appendix: Historical Data Tables

TABLE 4A-FANNIE MAE TOTAL MBS OUTSTANDING DETAIL

Single-Family Mortgages ($ in Millions)-> Mult(i\;ai:!:\In);Ill\liI:;?)]aages ($ in Millions)
Ere\:il :df Conventional FHA/VAC Total Multiclass
Fixed- Adjustable- Multi- Total MBS MBS
Fixed-Rate ~ Adjustable-Rate  Seconds Total Rate Rate Total Conventional ~ FHA/RD® family Outstanding: ~ Outstanding’
] ©) ©) ©) ©) ©) ©) ©) () ©) ©) ©)
4Q19 2,825,663 53,902 86 2,879,651 2,89 1,629 4,525 322,147 953 323,100 3,207,276 400,188
3Q19 2,793,020 57,539 92 2,850,651 2,984 1775 4,759 312,208 997 313,205 3,168,615 398,101
2019 2,749,420 61,851 %8 2,811,369 3,063 1,830 4,893 303,990 1,000 304,990 3,121,252 399,121
1Q19 2,730,307 65,771 104 2,796,182 3,276 1915 5191 294,521 1,005 295,526 3,096,899 398,374
Annual Data

2019 2,825,663 53,902 86 2,879,651 2,896 1,629 4,525 322,147 953 323,100 3,207,276 400,188
2018 2,722,503 68,267 m 2,790,881 3,355 1,966 5321 285,996 1,028 287,024 3,083,226 401,777
2017 2,628,581 81,0m 147 2,709,739 3,801 2,266 6,067 254,569 1,061 255,630 2,971,436 412,927
2016 2,546,156 87,681 200 2,634,037 4372 2,795 7,167 214,199 1,145 215,344 2,856,548 421,442
2015 2,445,482 106,130 258 2,551,870 4,781 3,842 8,629 176,071 1,204 177,275 2,737,774 436,544
2014 2418717 114,519 329 2,533,565 9,964 & 10,047 147,117 1,237 148,354 2,691,966 460,997
2013 2,386,128 119,084 402 2,505,614 11,383 97 11,480 125,045 1,276 126,321 2,643,415 480,200
2012 2,267,031 137,836 515 2,405,382 14,188 114 14,302 99,899 1,463 101,362 2,521,046 503,349
201 2,192,594 149,825 643 2,343,062 16,243 130 16,373 72,634 1,639 74,273 2,433,708 516,471
2010 2,172,092 150,378 805 2,323,275 17,167 144 17,31 57,206 1,785 58,991 2,399,577 507,268
2009 2,190,357 179,655 25 2,370,037 15,026 7 15,197 46,628 927 47,555 2,432,789 480,057
2008 2,035,020 203,206 31 2,238,257 12,903 214 13,117 37,298 787 38,085 2,289,459 481,137
2007 1,850,150 214,245 0 2,064,395 14,982 275 15,257 38,218 1,039 39,257 2,118,909 490,692
2006 1,484,147 230,667 0 1,714,814 18,615 454 19,069 42,184 1,483 43,667 1,777,550 456,970
2005 1,290,354 232,689 0 1,523,043 23,065 668 23,733 50,346 1,79 52,142 1,598,918 412,060
2004 1,243 343 75,722 0 1,319,065 31,389 949 32336 47,386 9,260 56,646 1,408,047 368,567
2003 1,112,849 87373 0 1,200,222 36,139 1,268 37,407 53,720 9171 62,891 1,300,520 398,516
2002 875,260 75430 0 950,690 36,057 1,247 37,304 47,025 5420 52,445 1,040,439 401,406
2001 752,11 60,842 772 813,825 4519 1,207 5726 42,713 1,181 43,894 863,445 392,457
2000 599,999 61,495 1,165 662,659 6,778 1,298 8,076 35,207 780 35,987 706,722 334,508
1999 586,069 51474 1212 638,755 7,159 1,010 8,169 31,518 703 32,221 679,145 335514
1998 545,680 56,903 98 602,631 5,340 587 5927 28,378 157 28,535 637,143 361,613
1997 483,982 70,106 7 554,095 3,872 213 4,085 20,824 134 20,958 579,138 388,360
1996 460,866 65,082 9 526,557 4,402 191 4,593 16,912 111 17,023 548,173 339,798
1995 431,755 63,436 13 495,204 5043 9N 5134 12,579 313 12,892 513,230 353,528
1994 415,692 55,780 18 471,490 5628 0 5628 8,908 319 9,221 486,345 378,733
1993 405,383 49,987 28 455,398 7,549 0 7,549 8,034 325 8,359 471,306 381,865
1992 360,619 45,718 3] 406,380 9,438 0 9,438 8,295 331 8,626 424,444 312,369
1991 290,038 45110 89 335,237 1,112 0 1,112 8,599 336 8,935 355,284 224,806
1990 225,981 4,443 121 268,545 11,380 0 11,380 7,807 343 8,150 288,075 127,278
WS e WeR o e Wmy W WSt ur WS den s
1988 170,097 26,660
1987 135,734 11,359
1986 05,568 Notlssued Before 1987
1985 54,552
1984 35,738
1983 25121
1982 14,450
1981 7
1980 b

Source: Fannie Mae

3 Unpaid principal balance of Fannie Mae mortgage-backed securities (MBS) held by third-party investors. Includes guaranteed whole loan real estate mortgage investment conduits (REMICs) and private-label wraps not included in grantor trusts. The principal balance of resecuritized Fannie Mae MBS is
included only once.

b Beginning in Q3 2015, we reclassified certain Fannie Mae Single-Family securiies from fixed-rate to adjustable-rate

€ FHA stands for Federal Housing Administration. RD refers to loans guaranteed by the U.S. Department of Agriculture Rural Development (RD) loan programs. VA stands for Department of Veterans Affairs.

4" Beginning in 2005, consists of securities quaranteed by Fannie Mae and backed by Ginnie Mae collateral, grantor trusts, and REMICS, as well as stripped MBS backed by Fannie Mae certificates.
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TABLE 5+ FANNIE MAE MORTGAGE ASSETS HELD FOR INVESTMENT DETAIL

End of Period Mortgage Assets Held for
Whole(sL)oanshr( Fannie Mae Securitiesbd Other Mortgage-Related Securitiesbde Investment (Gross)f
4019 105,558 41,994 6,059 153,611
3019 121,520 49,694 5775 176,989
2019 122,081 42,679 5,756 170,516
1Q19 122,012 48,290 6,131 176,433
Annual Data
2019 105,558 41,994 6,059 153,611
2018 126,675 45,405 7,073 179,153
2017 177,365 48,792 4,626 230,783
2016 220,069 42,054 10,231 272,354
2015 253,592 68,697 22,814 345,103
2014 285,610 92,819 34,884 413313
2013 314,664 129,841 46,196 490,701
2012 371,708 183,964 77382 633,054
2011 398,271 220,061 90,082 708,414
2010 427,074 260,429 101,268 788,771
2009 416,543 220,245 132,464 769,252
2008 429,493 228,950 133,753 792,196
2007 403,577 180,163 144,163 727,903
2006 383,045 199,644 146,243 728,932
2005 366,680 234,451 136,758 737,889
2004 400,157 344,404 172,648 917,209
2003 397,633 405,922 105,313 908,868
2002 323,44 380,383 96,152 799,779
2001 167,405 431,776 109,270 708,452
2000 152,634 351,066 106,551 610,251
1999 149,231 281,714 93,122 524,067
1998 155,779 197,375 61,361 414,515
1997 160,102 130,444 26,132 316,678
1996 167,891 102,607 16,554 287,052
1995 171,481 69,729 12,301 253,511
1994 170,909 43,998 7,150 222,057
1993 163,149 24,219 3,493 190,861
1992 134,597 20,535 2,987 158,119
1991 109,251 16,700 3,032 128,983
1990 101,797 11,758 3,073 116,628
1989 95,729 11,720 3,272 110,721
1988 92,220 8,153 2,640 103,013
1987 89,618 4,226 2,902 96,746
1986 94,167 1,606 2,060 97,833
1985 97,421 435 793 98,649
1984 87,205 477 427 88,109
1983 77,983 NotAvlabe Before 1984 273 78,256
1982 7,777 37 71,814
1981 61,411 1 61,412
1980 57,326 1 57,327
1979 51,096 1 51,097
1978 43315 Not Avaabl Befoe 1979 43315
1977 34377 34,377
1976 32,937 32,937
1975 31916 31916
1974 29,708 29,708
1973 24,459 24,459
1972 20,326 20,326
1971 18,515 18,515

Source: Fannie Mae

2 Beginning in 2010, excludes effect of accounting quidance related to transfers of finandial assets and consolidation of variable interest entities, effective January 1, 2010. Amounts for 2010 have been revised from amounts previously reported to reflect this exclusion.

b Unpaid principal balance.

€ Amounts for 2002 to 2009 include mortgage-related securities consolidated as loans at period end.

d Amounts for 2002 to 2009 exclude mortgage-elated securities consolidated as loans at period end.

€ Includes mortgage revenue bonds.

T Amounts for 2010 and later meet the definition of mortgage assets in the Treasury Senior Preferred Stock Purchase Agreement for the purpose of determining the maximum amount of mortgage assets that may be held. Amounts prior to 2010 include consolidation of variable interest entities. Mortgage
assets as defined under the Senior Preferred Stock Purchase Agreement for 2009 totaled $772.5 billion excluding consolidation of variable interest entities,
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End of
Period

4019
3019
2019
1019

2019
2018
2017
2016
2015
2014
2013
2012
2011
2010
2009
2008
2007
2006
2005
2004
2003
2002
2001
2000
1999
1998
1997
1996
1995
19%
1993
1992
1991
1990
1989
1988
1987
1986
1985
1984
1983
1982
1981
1980
1979
1978
1977
1976
1975
1974
1973
1972
1971

Source: Fannie Mae

Whole Loans ($ in Millions):

Appendix: Historical Data Tables

TABLE 5A-FANNIE MAE MORTGAGE ASSETS HELD FOR INVESTMENT
DETAIL — WHOLE LOANS

Single-Family Multifamily
Conventional
Fixed-Rate® Seconds Total Total FHA/VA/RD: - Conventional Total FHA/RD« Total
Adjustable-Rate () %) ©) ©)
68,373 18,036 72 86,481 17,493 1,432 151 1,584
79,299 21,568 76 100,943 18,864 1,555 158 1,713
75414 23,873 78 99,365 20,452 2,105 159 2,264
71,058 26,963 81 98,102 21,521 2,225 164 2,389
Annual Data
68,373 18,036 72 86,481 17,493 1,432 151 1,584
72,945 28,629 84 101,658 22,44 2,597 176 2,773
89,138 56,656 101 145,895 26,879 4,391 200 4,591
107,307 73317 115 180,739 29,923 9,198 209 9,407
198,255 8,453 143 206,851 33376 13,141 224 13,365
214,830 10,810 160 225,800 36,442 23,125 243 23,368
224174 13,17 156 237,501 39,399 37,497 267 37,764
251,081 18,008 170 269,259 40,886 61,251 312 61,563
255,914 23,490 185 279,589 41,555 76,765 362 77121
248,335 31,526 207 280,068 51,783 94,792 431 95,223
208,915 34,602 213 243,730 52,399 119,829 585 120,414
223,881 44,157 215 268,253 43,799 116,742 699 17,441
240,090 43,278 261 283,629 28,202 90,931 815 91,746
255,490 46,820 287 302,597 20,106 59,374 968 60,342
261,214 38,331 220 299,765 15,036 50,731 1,148 51,879
307,048 38,350 177 345,575 10,112 43,39 1,074 44,470
335812 19,155 233 355,200 7,284 33,945 1,204 35,149
282,899 12,142 416 295,457 6,404 19,485 1,898 21,383
140,454 10,427 917 151,798 5,069 8,987 1,551 10,538
125,786 13,244 480 139,510 4,763 6,547 1814 8,361
130,614 6,058 176 136,848 4472 5,564 2,347 79M
135,351 7,633 206 143,190 4,404 5,590 2,595 8,185
134,543 10,389 268 145,200 4,631 7,388 2,883 10,271
137,507 12415 323 150,245 4,739 9,756 3,151 12,907
137,032 14,756 423 152,211 4,780 11175 3315 14,490
133,882 16,475 537 150,894 4,965 11,681 3,369 15,050
123,308 19175 772 143,255 5305 11,143 3,446 14,589
91,500 22,637 1,355 115,492 6,097 9,407 3,601 13,008
69,130 19,763 2,046 90,939 6,962 7,641 3,709 11,350
61873 19,558 1,851 83,282 8,524 6,142 3,849 9,991
55,638 20,751 1,614 78,003 9,450 3926 4350 8,276
53,090 20,004 1,561 74,655 10,480 2,699 4,386 7,085
55913 13,702 1,421 71,036 11,652 2,448 4,482 6,930
Not Available Before 1987 Not Available Before 1987 Not Available Before 1987 Not Available Before 1987 Not Available Before 1987 Not Available Before 1987 Not Available Before 1987 Not Available Before 1987

Total Whole Loans

105,558
121,520
122,081
122,012

105,558
126,675
177,365
220,069
253,592
285,610
314,604
371,708
398,271
427,074
416,543
429,493
403,577
383,045
366,680
400,157
397,633
323,44
167,405
152,634
149,231
155,779
160,102
167,891
171,481
170,909
163,149
134,597
109,251
101,797
95,729
92,220
89,018
94,167
97,421
87,205
77983
n777
61411
57,326
51,09
43,315
34,377
32,937
31,916
29,708
24,459
20,326
18,515

4 Unpaid principal balance. Beginning in 2010, excludes the effect of accounting quidance refated to transfers of financial assets and consolidation of variable interest entities, effective January 1, 2010. Amounts for 2010 have been revised from amounts previously reported to reflect this exclusion

Amounts for 2002 to 2009 include mortgage-related securities consolidated as loans at period end. For 1999 through 2001, includes certain loans held for investment classified as nonmortgage investments.

b Includes balloon loans. Prior to 2012, includes energy loans
€ RD refers to loans guaranteed by the U.S. Department of Agriculture Rural Development (RD) loan programs. FHA stands for Federal Housing Administration. VA stands for Department of Veterans Affairs.
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TABLE 5B+ FANNIE MAE MORTGAGE ASSETS HELD FOR INVESTMENT
DETAIL — PART 1, MORTGAGE-RELATED SECURITIES

Mortgage-Related Securities ($ in Millions):

Fannie Mae Securities ($)° Other Securities
End of Single-Familyc Freddie Mac Ginnie Mae
Period
Single-Family Single-Family
Total Total Total Total
Adjustable- = Multi-  Total Fannie Adjustable- - Multi-  Freddie Adjustable- - Multi- ~ Ginnie Private- Other
Fixed-Rate Rate family Mae Fixed-Rate Rate family Mac Fixed-Rate Rate family Mae Label Securities!
©) ©) ©) ©) ©) ©) () () () ©) () ©) () ©)
4Q19 29,703 5715 6,576 41,994 360 23 - 383 1,330 2,824 - 4,154 1,209 5,746
3Q19 35939 6,077 7,678 49,694 373 25 - 398 694 2,710 - 3,404 1,629 5431
2Q19 29,302 6,499 6,878 42,679 391 39 - 430 1,004 2,294 - 3,298 1,668 5,39
1Q19 34,432 6,913 6,945 48,290 47 3] - 460 789 2,060 - 2,849 2,400 5,709
Annual Data
2019 29,703 5715 6,576 41,994 360 23 0 383 1,330 2,824 0 4154 1,209 5746
2018 30,347 7,390 7,608 45,405 422 35 0 457 1,134 2,005 0 3,199 2,986 6,642
2017 29,841 11,091 7,860 48,792 518 58 0 576 284 557 0 841 2,544 3,961
2016 21,886 12,475 7,693 42,054 1,292 9 0 1,384 950 165 0 115 6,455 8,954
2015 40,739 17,022 10,936 68,697 2,856 2376 0 5,232 734 6 8 748 13,729 19,709
2014 64,904 9,257 18,658 92,819 3,506 2,862 0 6,368 555 9 8 572 23,388 30,328
2013 94,722 12,710 22,409 129,841 4,758 3,366 0 8,124 859 8 32 899 30,854 39,877
2012 140,118 15,717 28,129 183,964 6,911 4,363 0 1,274 1,012 5 32 1,049 56,573 68,896
2011 172,502 19,189 28,370 220,061 8,888 5,621 0 14,509 1,003 7 33 1,043 63,631 79,183
2010 217,075 23,406 19,948 260,429 10,005 7327 0 17,332 1393 8 24 1,425 69,986 88,743
2009 203,577 16,272 3% 220,245 29,783 11,607 0 41,390 1,119 137 21 1,277 75,344 118,011
2008 207,867 20,637 446 228,950 18,420 14,963 0 33,383 1383 153 21 1517 83,400 118,306
2007 158,863 20,741 559 180,163 16,954 14,425 0 31,379 1,575 34 50 1,659 94,810 127,848
2006 194,702 4342 600 199,644 17,304 12,773 0 30,077 1,905 0 56 1,961 97,281 129,319
2005 230,546 3,030 875 234,451 18,850 9,861 0 28,71 2,273 0 57 2,330 86,915 117,956
2004 339,138 3,869 1,397 344,404 29,328 8,235 0 37,563 4131 1 68 4,200 108,809 150,572
2003 400,863 3,149 1,910 405,922 30,356 558 0 30,914 6,993 0 68 7,061 46,979 84,954
2002 373,958 3,827 2,598 380,383 32,617 207 0 32,824 15,436 0 85 15,521 28,157 76,502
2001 417,7% 5,048 8332 431,776 42516 287 26 42,829 18,779 1 109 18,889 29,175 90,893
000 GEw e men 35066 e Geow  Geew 3290 S Weow  Geew  B763 34266 913
1999 281,714 25,577 23,701 31,673 80,951
1998 197,375 23,453 8,638 19,585 51,676
1997 130,444 5,202 7,696 5,554 18,512
1996 102,607 3,623 4,780 1,486 9,889
1995 69,729 3,233 2978 747 6,958
1994 43,998 564 3,182 1 3,747
1993 24219 el 972 2 974
1992 20,535 168 3 171
1991 16,700 180 93 273
1990 1,758 191 352 543
1989 11,720 202 831 1,033
1988 8,153 26 810 836
1987 4,226 o A 1,036 1,036
1986 1,606 1,591 1,591
1985 435 oo et
1984 477
1983 ok

Source: fannie Mae

@ Unpaid principal balance. Amounts for 2002 to 2009 exclude mortgage-related securities consolidated as loans at period end.

b Beginning in 2010, excludes effect of accounting quidance related to transfers of financial assets and consolidation of variable interest entities, effective January 1, 2010 Amounts for 2010 have been revised from amounts previously reported to reflect this exclusion.
€ Beginning in Q3 2015, we reclassified certain Fannie Mae Single-Family securities from fixed-rate to adjustable-rate.

@ Excludes mortgage revenue bonds
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TABLE 5B+ FANNIE MAE MORTGAGE ASSETS HELD FOR INVESTMENT

Appendix: Historical Data Tables

DETAIL — PART 2, MORTGAGE-RELATED SECURITIES, PRIVATE-LABEL DETAIL

End of Period

4Q19
3019
2Q19
1019

2019
2018
2017
2016
2015
2014
2013
2012
2011
2010
2009
2008
2007
2006
2005
2004
2003
2002
2001
2000
1999
1998
1997
1996
1995
1994
1993
1992
1991
1990
1989
1988
1987
1986

Source: Fannie Mae

Mortgage-Related Securities ($ in Millions):

Private-Label

Single-Family
Subprime Alt-A Other
Manufactured : : :
Housing Fixed-Rate Adjustable-Rate Fixed-Rate Adjustable-Rate Fixed-Rate Adjustable-Rate
©) ©) () ©) ©) ©) ()
36 - 832 2 40 5 A 294
37 - 1,089 2 192 5 304
39 - 1111 2 199 6 311
4 - 1,830 2 203 6 318
Annual Data
36 0 832 2 40 5 294
3] 0 2392 2 218 6 325
51 0 1,135 3 965 8 358
72 4 2487 4 1,881 33 407
460 5 5,208 567 2914 89 970
1,699 194 8,719 4329 3416 149 1,194
1,902 218 12,104 3512 7,641 168 1322
2,140 299 14,794 6,423 10,656 190 1477
2387 331 16,207 6,232 13,438 208 1,590
2,660 361 17,678 7,119 15,164 237 1,700
2,485 391 20,136 7515 16,990 25 1,849
2,840 438 24113 8,444 19,414 286 2,021
3316 503 31,537 9,21 23,254 319 1187
3,902 268 46,608 10,722 24,402 376 1,282
4,622 431 46,679 11,848 21,203 634 1,455
5461 889 73,768 11,387 14,223 2,535 487
6,522 1437 27,738 8,429 383 1,944 428
9,583 2,870 6,534 3,905 20 3,773 1325
1 0,708 Not Available Not Available: Not Avalable Befre 2002 Not Available Not Available Not Available

Not Available
Before 2001

Before 2002

Before 2002

Before 2002

Before 2002

Before 2002

Multifamily
()

0

0

24
1,567
3,516
3,688
3987
20,5%
23,38
25,067
25723
25,850
25473
9,721
43

59

98

147
299

Not Available
Before 2001

Total
Private-
Label
]

1,209
1,629
1,668
2,400

1,209
2,986
2,544
6,455
13,729
23,388
30,854
56,573
63,631
69,986
75344
83,406
94,810
97,281
86,915
108,809
46,979
28,157
29175
34,266
31,673
19,585
5554
1,486
741

1

2

3

93
352
831
810
1,036
1,591

4 Unpaid principal balance. Beginning in 2010, excludes effect of accounting quidance related to transfers of financial assets and consolidation of variable interest entities, effective January 1, 2010. Amounts for 2010 have been revised from amounts previously reported to reflect this exclusion.
b Beginning in Q3 2015, we reclassified certain Single-Family securities from fixed-rate to adjustable-rate.
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TABLE 5B - FANNIE MAE MORTGAGE ASSETS HELD FOR INVESTMENT
DETAIL — PART 3, MORTGAGE-RELATED SECURITIES

Mortgage-Related Securities ($ in Millions) ($ in Millions)
End of Unamortized Premiums, Discounts, Mortgage Assets Mortgage Assets Limit on Mortgage Assets
Period Mortgage Total Deferred Adjustments, and Fair-Value Held for Held for Held for
Revenue Bonds? Mortgage-Related Securities?® - Adjustments on Securities and Loansoc  Investment (Net)® Investment (Gross)bd Investment (Gross)e
4Q19 313 48,053 (2,284) 151,327 153,611 250,000
3Q19 344 55,469 (3,278) 173,712 176,989 250,000
2019 360 48435 (2,008) 168,508 170,516 250,000
1019 422 54,401 (3,175) 173,258 176,433 250,000
Annual Data
2019 313 48,053 (2,284) 151,327 153,611 250,000
2018 431 52,478 (3,619) 175,534 179,153 250,000
2017 665 53,418 -6,044 224,739 230,783 288,400
2016 1,278 52,285 -9,570 262,784 272,354 339,300
2015 3,105 91,511 -8,446 336,657 345,103 399,200
2014 4,556 127,703 -6,861 406,452 413313 422,700
2013 6,319 176,037 -10,302 480,399 490,701 552,500
2012 8,486 261,346 -6,267 626,787 033,054 650,000
2011 10,899 310,143 -9,784 698,630 708,414 729,000
2010 12,525 361,697 -12,284 776,487 788,771 810,000
2009 14,453 352,709 -23,981 745,271 769,252 900,000
2008 15,447 362,703 -24,07 767,989 Not Appiicable Before 2009 Not Applicable Before 2009
2007 16,315 324,326 -4,283 723,620
2006 16,924 345,887 -2,498 726,434
2005 18,802 371,209 -1,086 736,803
2004 22,076 517,052 7,985 925,19
2003 20,359 511,235 10,721 919,589
2002 19,650 476,535 20,848 820,627
2001 18,377 541,046 -2,104 706,347
2000 15,227 457,617 -2,520 607,731
1999 12171 374,836 -964 523,103
1998 9,685 258,736 919 415,434
1997 7,620 156,576 -86 316,592
1996 6,005 119,161 -525 286,527
1995 5343 82,030 -643 252,868
1994 3,403 51,148 -1,242 220,815
1993 2,519 27,712 -692 190,169
1992 2,816 23,522 -1,859 156,260
1991 2,759 19,732 -2,304 126,679
1990 2,530 14,831 -2,562 114,066
1989 2,239 14,992 -2,740 107,981
1988 1,804 10,793 -2914 100,099
1987 1,866 7128 -3,081 93,665
1986 469 Not Avlable Before 1987 -3,710 94,123
1985 Not Available Before 1986 -4.040 95,250
1984 -3974 84,695
1983 -3,009 75,782
1982 -2458 69,842
1981 -1,783 59,949
1980 -1,738 55,878
1979 -1,320 49,777
1978 -1.212 42,103
1977 -1,125 33,252
1976 -1,162 31,775
1975 -1,09% 30,821
1974 -1,042 28,665
1973 -870 23,579
1972 -674 19,650
1971 -629 17,886

Source: Fannie Mae

N/A = notapplicable

@ Unpaid principal balance.

b Beginning in 2010, excludes effect of accounting quidance related to transfers of financial assets and consolidation of variable interest entities, effective January 1, 2010. Amounts for 2010 have been revised from amounts previously reported to reflect this exclusion.

€ Includes unamortized premiums, discounts, deferred adjustments, and fair-value adjustments on securities and loans. Beginning in 2002, amounts include fair-value adjustments and impairments on mortgage-related securities and securities commitments classified as trading and available-for-sale.

Excludes allowance for loan losses on loans held for investment.

d Amounts for 2010 and later meet the definition of mortgage assets in the Treasury Senior Preferred Stock Purchase Agreement for the purpose of determining the maximum amount of mortgage assets that may be held. The amount for 2009 includes consolidation of variable interest entities. The 2009
104 | amount would have been $772.5 billion excluding consolidation of variable interest entities.

¢ Maximum allowable mortgage assets under the Treasury Senior Preferred Stock Purchase Agreement.



TABLE 6+ FANNIE MAE FINANCIAL DERNVATIVES

End of
Period

4019
3019
2019
1Q19

2019
2018
2017
2016
2015
2014
2013
2012
2011
2010
2009
2008
2007
2006
2005
2004
2003
2002
2001
2000
1999
1998
1997
1996
1995
1994
1993
1992
1991
1990

Source: Fannie Mae

Interest Rate Swaps?

170,464
175,074
229,271
235,626

170,464
240,741
294,339
307,034
384,184
404,375
413,738
572,349
426,688
502,578
661,990
1,023,384
671,274
516,571
317,470
256,216
598,288
25321
299,953
227,651
192,032
142,846
149,673
158,140
125,679
87,470
49,458
24,130
9,100
4,800

Financial Derivatives - Notional Amount Outstanding ($ in Millions)

Interest Rate Caps,
Floors, and Corridors

0

0

500
6,500
7,000
7,000
7,000
500
2,250
14,000
33,000
104,150
130,350
122,419
75,893
33,663
28,950
14,500
100

300
300
360
360

0

0

0

Foreign Currency
Contracts

()
461
428
442
454
Ann

461
444
470
430
553
617
1,042
1,195
1,032
1,560
1,537
1,652
2,559
4,551
5,645
11,453

Not Available
Before 1992

Over-the-Counter

Futures, Options,

and Forward Rate
Agreements®

38,957
65,519
37,987
40,044
ual Data
38,957
35,881
30,565
25,205
41,191
67,900
137,450
121,910
178,470
176,010
174,680
173,060
210,381
210,271
288,000
318,275
305,175
275,625
148,800
53915
41,081
13,481
0
0
29
0
0
0
50
25

Appendix: Historical Data Tables

Mandatory Mortgage
Purchase & Sell
Commitments

)
192,341
279,320
241,941
166,279

192,341
117,007
177,613
148,472
125,443
119,026
72,937
159,057
101,435
119,870
121,947
71,236
55,366
39,928
39,194
40,600
43,560

Not Available
Before 2003

Otherc
©)

37,918
36916
36,456
35619

37918
34,350
13,240
15,078

0

o o o o o o

o

1,400
3,735
1,660

350

975
1,465
1,425
1,350
1,050
1,700

Total
©)

4 Beginning in 2002, includes mortgage-backed securities options, swap credit enhancements, and forward-starting debt. Forward-starting debt s a commitment to issue debt at some future time (generally to fund a purchase or commitment that starts at the agreed future time)
b Beginning in 2010, includes exchange-traded futures, if applicable.
€ Beginning in 2016, includes credit risk transfer transactions that we account for as derivatives.

440,141
557,257
546,097
478,022

440,141
428,423
516,227
496,219
551371
591,918
625,667
861,011
714,625
807,018
967,154
1,269,832
941,830
785321
683,309
730,694
1,082,568
655,187
533,139
324,740
274970
187,557
161,401
161,219
128,207
90,317
52,265
26,658
10,200
6,525

FEDERAL HOUSING FINANCE AGENCY | REPORT TO CONGRESS 2019

| 105



TABLE 7-FANNIE MAE NONMORTGAGE INVESTMENTS

Nonmortgage Investments ($ in Millions):

End of

it Federal Funds Commercial Paper and
and Eurodollars Asset-Backed Securities -~ Repurchase Agreements® Corporate Debtc Otherd Total
) () ©) ) ©) ()
4Q19 - - 13,578 79 39,501 53,158
3Q19 - - 23,176 84 36,016 59,276
2Q19 - = 19,562 84 35,266 54912
1Q19 - - 22,250 84 35,020 57,354
Annual Data
2019 - - 13,578 79 39,501 53,158
2018 - = 32,938 89 35,502 68,529
2017 0 0 19,470 0 29,222 48,692
2016 0 0 30,415 0 32317 62,732
2015 0 0 27,350 0 29,485 56,835
2014 0 0 30,950 0 19,466 50,416
2013 0 0 38,975 0 16,306 55,281
2012 0 0 32,500 0 17,950 50,450
2011 0 2,11 46,000 0 47,737 95,848
2010 5,000 5321 6,750 0 27,432 44,503
2009 44,900 8,515 4,000 364 3 57,182
2008 45910 10,598 8,000 6,037 1,005 71,550
2007 43,510 15,51 5250 13,515 9,089 86,875
2006 9,410 18914 0 27,604 1,055 56,983
2005 8,900 19,190 0 16,979 947 46,016
2004 3,860 25,044 70 16,435 1,829 47,839
2003 12,575 26,862 m 17,700 2,270 59,518
2002 150 22,312 181 14,659 2,074 39,376
2001 16,089 20,937 808 23,805 4,343 65,982
2000 7,539 17,512 87 8,893 18316 52,347
1999 4,837 19,207 122 1,723 11,410 37,299
1998 7,926 20993 7,556 5155 16,885 58,515
1997 19,212 16,639 6,715 11,745 10,285 64,596
1996 21,734 14,635 4,667 6,191 9,379 56,606
1995 19,775 9,905 10,175 8,629 8,789 57,273
19%4 17,593 3,79 9,006 7,719 8,221 46,335
1993 4,496 3,557 4,684 0 8,659 21,3%
1992 6,587 4124 3,189 0 5674 19,574
1991 2,954 2,416 2,195 0 2,271 9,836
1990 5329 1,780 951 0 1,808 9,868
1989 5158 1,107 0 0 2,073 8,338
1988 4125 481 0 0 683 5289
1987 2,559 25 0 0 884 3,468
1986 1,530 0 0 0 245 1,775
1985 1,391 0 0 0 75 1,466
1984 1,575 0 0 0 265 1,840
1983 9 0 0 0 227 236
1982 1,799 0 0 0 631 2,430
1981 Not Avallable Before 1982 Not Available Before 1982 Not Avaiable Before 1982 Not Available Before 1982 Not Avaiable Before 1982 1,047
1980 1,556
1979 843
1978 834
1977 318
1976 245
1975 239
1974 466
1973 227
1972 268
1971 349
Source: Fannie Mae
@ Datareflect unpaid principal balance net of unamortized purchase premiums, discounts and cost-basis adjustments, fair-value ad| , and on available-for-sale and trading securities.

b Since 2005, advances to lenders have not been included in the data. Amounts for years before 2005 may include or consist of advances to lenders. Includes tri-party repurchase agreements
€ Includes corporate bonds.
@ Includes Treasury and agency securities, Yankee Bonds, and domestic certificates of deposit.
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Appendix: Historical Data Tables
TABLE 8- FANNIE MAE MORTGAGE ASSET QUALITY

E"d, of Credit Losses Real Estate Owned Credit-Enhanced Outstanding

Period Single-Family Serious Multifamily Serious as a Proportion of the as a Proportion of the as a Proportion of the
Delinquency Rate Delinquency Rate® Guarantee Book of Business«d *  Guarantee Book of Business! - Guarantee Book of Business¢

(%) (%) (%) (%) (%)

4Q19 0.66 0.04 0.05 0.07 514

3Q19 0.68 0.06 0.04 0.07 54.10

2Q19 0.70 0.05 0.08 0.07 54.01

1Q19 0.74 0.07 0.06 0.08 53.20

Annual Data

2019 0.66 0.04 0.05 0.07 57.42

2018 0.76 0.06 0.07 0.08 510

2017 124 0.1 0.10 0.10 443

2016 1.20 0.05 0.12 0.15 37.2

2015 1.55 0.07 0.35 0.22 231

2014 1.89 0.05 0.20 035 209

2013 238 0.10 0.15 0.38 19.6

2012 329 0.24 048 035 1838

20Mm 391 0.59 0.61 0.37 18.4

2010 448 0.71 0.77 0.53 19.1

2009 538 0.63 0.45 0.30 212

2008 242 030 023 023 29

2007 0.98 0.08 0.05 0.13 237

2006 0.65 0.08 0.02 0.09 223

2005 0.79 0.32 0.01 0.08 218

2004 0.63 0.11 0.01 0.07 205

2003 0.60 0.29 0.01 0.06 226

2002 0.57 0.08 0.01 0.05 268

2001 0.55 0.27 0.01 0.04 34.2

2000 045 0.07 0.01 0.05 404

1999 0.47 0.1 0.01 0.06 209

1998 0.56 0.23 0.03 0.08 175

1997 0.62 0.37 0.04 0.10 128

1996 058 0.68 0.05 0.1 105

1995 0.56 0.81 0.05 0.08 10.6

1994 0.47 121 0.06 0.10 10.2

1993 0.48 2.34 0.04 0.10 10.6

1992 0.53 265 0.04 0.09 15.6

1991 0.64 362 0.04 0.07 20

1990 0.58 1.70 0.06 0.09 259

1989 0.69 3.20 0.07 0.14 Not Avalabl Before 1990

1988 0.88 6.60 0m 0.15

1987 112 Not Avalable Before 1983 0.1 0.18

1986 1.38 0.12 0.22

1985 1.48 0.13 032

1984 1.65 0.09 033

1983 1.49 0.05 0.35

1982 1.4 0.01 0.20

1981 0.96 0.01 0.13

1980 0.90 0.01 0.09

1979 0.56 0.02 0.1

1978 0.55 0.02 0.18

1977 0.46 0.02 0.26

1976 1.58 0.03 0.27

1975 0.56 0.03 0.51

1974 0.51 0.02 0.52

1973 Not Available Before 1974 0.00 0.61

1972 0.02 0.98

1971 0.01 0.59

Source: fannie Mae

& Single-family loans are seriously delinquent when the loans are 90 days or more past due or in the foreclosure process. Rate is calculated using the number of conventional single-family loans owned and backing Fannie Mae mortgage-backed securities (MBS). Includes loans referred to foreclosure
proceedings but not yet foreclosed. Prior to 1988, data included all seriously delinquent loans for which Fannie Mae had primary risk of loss. Beginning in 1998, data include all seriously delinquent conventional loans owned or backing Fannie Mae MBS with and without primary mortgage insurance or
credit enhancement. Data prior to 1992 include loans and securities in relief or bankruptcy, even if the loans were less than 90 days delinquent, calculated based on number of loans.

Before 1998, data include multifamily loans for which Fannie Mae had primary risk of loss. Beginning in 1998, data include all multifamily loans and securities 60 days or more past due. Beginning in 2002, rate is calculated using the unpaid principal balance of multifamily loans owned by Fannie Mae
or underlying Fannie Mae guaranteed securities as the denominator. For the period 1998 to 2001, the denominator also includes other credit enhancements Fannie Mae provides on multifamily mortgage assets and muttifamily non-Fannie Mae mortgage-related securities held for investment.

Credit losses are charge-offs, net of recoveries and foreclosed property expense (income). Average balances used to calculate ratios subsequent to 1994. Quarterly data are annualized. Beginning in 2005, credit losses exclude the impact of fair-value losses of credit impaired loans acquired from MBS
trusts. Beginning in 2008, credit losses also exclude the effect of HomeSaver Advance program fair-value losses.

Guaranty book of business refers to the sum of the unpaid principal balance of mortgage loans held as investments, Fannie Mae MBS held as investments, Fannie Mae MBS held by third parties, and other credit enhancements Fannie Mae provides on mortgage assets. It excludes non-Fannie Mae
mortgage-related securities held for investment that Fannie Mae does not guarantee. Before 2005, the ratio was based on the mortgage credit book of business, which consists of the quaranty book of business plus non-Fannie Mae mortgage-related securities held as investments not quaranteed by
Fannie Mae.

Beginning in 2000, the credit-enhanced category was expanded to include loans with primary mortgage insurance. Amounts for periods before 2000 reflect the proportion of assets held for investment with additional recourse from a third party to accept some or all of the expected losses on defaulted
mortgages. Additionally, beginning in Q4 2016, the credit-enhanced category was expanded to include credit enhancements from Connecticut Avenue Securities (CAS) transactions.
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TABLE 9+ FANNIE MAE CAPITAL

Minimum Capital Requirement Risk-Based Capital Requirement

End of - Core(apital/
Period : C o . N n ‘ ; - Total AssetsPlus Common Share

Core - Minimum Capital ~ Total ~ Risk-Based Capital  Risk-Based Capital Market (Core Capital/Total  Unconsolidated  Dividend Payout

Capital>  Minimum Capital =~ Surplus (Deficit)’ ~ Capitale  Requirement’  Surplus (Deficit)s = (apitalization® ~ Assets’ MBS ~ Ratet

($)  Requirementc($) - ) N O N ©) ‘ ©) ‘ () ‘ (%) ‘ (%) ‘ (%)
4Q19 (106,360) 22,392 (128,752) N/A N/A N/A $3,613 -3.03% -3.03% N/A
3019 (110,725 23,038 (133,763) ¢ N/A N/A N/A $4401 S317% -3.16% N/A
2019 (114,688) 2315 (137,003) N/A N/A N/A $3,127 -3.33% -3.32% N/A
1Q19 (115,759) 22,057 (137,815) N/A N/A N/A $3,243 -3.38% -3.38% N/A

Annual Data

2019 - (106,360) 2392 (128752 N/A N/A N/A $3,613° -3.03% -3.03% N/A
2018  (114919) 2,216 (137,135) N/A N/A: N/A 1,228 -3.36% -3.36% N/A
017 121389 23,007 144,39 N/A: N/A: N/A- 3,069 363 362 N/A
2016 111,836 24,351 -136,187 N/A N/A N/A 4517 (3.40) -339 N/A
15 -1145%6 25144 -139,670 N/A: N/A: N/A: 1899 (3.55) 354 N/A
014 115202 27,044 142,046 N/A N/A- N/A 2380 (3.55) 35 N/A
2013 108811 842 -137,283: N/A: N/A- N/A: 3486 333 331 N/A
012 -110350 30862 a2 N/A N/A- N/A 295 (342 (341) N/A
01 11597 32463 148430 N/A: N/A: N/A 33 (3.61) (3.59) N/A
2010 89,516 33,676 ¢ -123,192: N/A N/A N/A: 336! (278): (276) N/A
009 74540 33,057 -107,597 N/A- N/A- N/A: 1314 (8.58) (2.26) N/A
2008 8641 33,552 42193 N/A- N/A: N/A 825 0.95): (027): N/M
2007 45373 31927 Bade 48658 24,700 2,958 38,946 514 151 N/M
2006 41,950 29359 12,591 42,703 26,870 15833 57,735 497 1.60: 324
2005 39433 28233 10000 40091 12,636 27,455 47373 473 162 172
2004 34514 3121 2393 35,19 10039 25157 69,010 338 142 .1
2003 26953 31816 4863 27487 70 266 72838 264 116 28
2002 20431 27,688 -7,257 20,8311 17434 3397 63,612 226 1.05: 345
2001 25182 24,182 1,000 25976  MothppliabieBeore2002 ot pplableBefore 2002 79,281 315 151% 230
2000 20,827 20,293 533! 21,634 : : 86,643 1 3.08: 151 26.0
1999 17876 17,770 06 18677 , , 63,651 301 143 288
1998 15,465 15,334 131 16,257 : : 75,881 319 138 295
1997 13,793 12,703 100 14575 , , 59,167 352 142 294
1996 12773 11,466 1307 13520 : : 39932 364 142 304
1995 10,959 10451 S8 11703 , , 338121 346 132 346
1994 9,541 9415 126 10,368 : : : 19,882 350 126 308
1993 8,052 7,064 988 8,893 21,387 371 1.17 26.8
1992 e e i g ng i 32
1991 18,836 213
1990 8,490 14.7
1989 8,092 12.8
1988 3992 1.2
1987 2,401 11.7
1986 3,006 8.0
1985 1,904 30.1
1984 1,012 N/A
1983 1514 13.9
1982 1,603 N/A
1981 502 N/A
1980 702 464.2
1979 Not Available Before 1980 457
1978 303
1977 318
1976 336
1975 318
1974 29.6
1973 18.1
1972 15.2
1971 18.7

Sources: Fannie Mae and FHFA

N/A=notapplicable ~ N/M=not meaningful

@ On October 9, 2008, the Federal Housing Finance Agency (FHFA) suspended capital classifications of Fannie Mae. As of the fourth quarter of 2008, neither the existing statutory nor the FHFA-directed regulatory capital requirements were binding and will not be binding during conservatorship.

b Thesum ofthefstated value of outstanding common stock (common stock less treasury stock), the stated value of outstanding noncumulative perpetual preferred stock, paid-in capital, and retained earnings (accumulated deficit). Core capital excludes accumulated other comprehensive income (loss)
and senior preferred stock.

¢ Beginningin the third quarter of 2005, FHFA required Fannie Mae to maintain an additional 30 percent capital in excess of the statutory minimum capital requirement. The regulator reduced the requirement to 20 percent as of the first quarter of 2008 and to 15 percent as of the second quarter of 2008,
The minimum capital requirement and minimum capital surplus numbers stated in this table do not reflect these additional capital requirements

d Minimum capital surplus is the difference between core capital and minimum capital requirement.

€ Total capital s core capital plus the total allowance for loan losses and guaranty liability for mortgage-backed securities (MBS), less any specific loss allowances.

T Risk-based capital requirement is the amount of total capital an Enterprise must hold to absorb projected losses flowing from future adverse interest rate and credit risk conditions and is specified by the Federal Housing Enterprises Financial Safety and Soundness Act of 1992. For 2004 through 2006, the
requirements were calculated based on originally reported, not restated or revised, financial results.

9 The difference between total capital and the risk-based capital requirement. For 2004 through 2006, the difference reflects restated and revised total capital, rather than total capital originally reported by Fannie Mae and used by FHFA to set capital classifications. FHFA is not reporting on risk-based
capital levels during conservatorship.

I Stock price at the end of the period multiplied by the number of outstanding common shares.

I Adoption of accounting quidance related to transfers of financial assets and consolidation of variable interest entities, effective January 1, 2010, significantly changed presentation of this item in the financial statements. Financial results for 2010 and beyond are not directly comparable to previous years.

Unconsolidated MBS are those held by third parties.

k- Common dividends declared during the period divided by net income available to comman stockholders for the period. As a result of conservatorship status and the terms of the Senior Preferred Stock Purchase Agreement with Treasury, no amounts are available to distribute as dividends to common or
preferred stockholders (other than to Treasury as holder of the Senior Preferred Stock)



TABLE 10-FREDDIE MAC MORTGAGE PURCHASES

Period

4019
3019
2019
1019

2019
2018
2017
2016
2015
2014
2013
2012
2011
2010
2009
2008
2007
2006
2005
2004
2003
2002
2001
2000
1999
1998
1997
1996
1995
1994
1993
1992
1991
1990
1989
1988
1987
1986
1985
1984
1983
1982
1981
1980
1979
1978
1977
1976
1975
1974
1973
1972
1971

Source: Freddie Mac

a
b
¢

d

Based on unpaid principal balances. Excludes mortgage loans and mortgage-related securities traded but not yet settled.

Single-Family ()
146,865
134,479
102,075
70,062

453,481
308,197
343,566
392,507
350,560
255,253
422,742
426,849
320,793
386,378
475,350
357,585
466,066
351,270
381,673
354,812
701,483
533,194
384,124
168,013
232,612
263,490
115,160
122,850

89,971
122,563
229,051
191,099

99,729

74,180

76,765

42,884

74,824

99,936

42,110

Not Available Before 1985

Consists of loans purchased from lenders, as well as those loans covered under other mortgage-related quarantees.
Not included in total mortgages. From 2002 through the current period, amounts include non-Freddie Mac mortgage-related securities as well as repurchased Freddie Mac mortgage-backed securities (MBS) held for investment. Before 2002, amounts exclude Freddie Mac real estate mortgage
investment conduits and other structured securities backed by Ginnie Mae MBS. Amounts in 2010 through the current period, include purchases of Freddie Mac MBS, most accounted for as debt extinguishments under Generally Accepted Accounting Principles rather than as investment in securities.
Freddie Mac mortgage-related securities include mortgage-related securities issued or guaranteed by Freddie Mac. In prior periods, certain of these securities that were issued by third-party trusts but quaranteed by Freddie Mac were classified as non-agency mortgage-related securities. The“total
private-label” data for 2009 and later periods have been revised to conform to the current period presentation.

Appendix: Historical Data Tables

Business Activity ($ in Millions)
Purchases

Multifamily ($)

17,465
29,359
17,755
13,274

Annual Data
77,853
77457
73,201
56,830
47,264
28,336
25,872
28,774
20,325
15,372
16,571
23972
21,645
13,031
11,172
12,712
15,292
10,654
9,510
6,030
7,181
3910
2,241
2,229
1,565
847
191
27
236
1,338
1,824
1,191
2,016
3,538
1,902

Not Available Before 1985

Total Mortgages ($)

164,330
163,838
119,830

83,336

531,334
385,654
416,767
449,337
397,824
283,589
448,614
455,623
341,118
401,750
491,921
381,557
487,M
364,301
392,845
367,524
716,775
543,848
393,634
174,043
239,793
267,400
117,401
125,079
91,536
123,410
229,242
191,126
99,965
75518
78,589
44,075
76,840
103,474
44,012
21,885
22,952
23,671
3,744
3,690
5716
6,524
4124
1,129
1,716
2,185
1334
1,265
778

Mortgage-Related Securities?d (S)

Not Available Before 1994

28,855
32,155
19,944
12,313

93,267
66,763
81,592
77,239
58,580
59,690
49,383
16,627
108,281
46,134
236,856
297,614
231,039
241,205
325,575
223,299
385,078
299,674
248,466
91,89
101,898
128,446
35,385
36,824
39,292
19,817
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TABLE 10A-FREDDIE MAC MORTGAGE PURCHASES DETAIL BY TYPE OF LOAN

Single-Family Mortgages Multifamily Mortgages

Period Conventional FHA/VAS Total Total Total
Single-Family Multi-family - Mortgage
Fixed-Rate> Adjustable-Ratec ~ Seconds Total Fixed-Rate  Adjustable-Rate  Total Mortgages FHA/RD = Mortgages Purchases

() ) ©) O] () ) ©) ) Conventional (3) - (§) ©) ©)
4Q19 145,970 837 0 146,807 58 0 58 146,865 17,465 0 17,465 164,330
3Q19 133,538 889 0 134,427 52 0 52 134,479 29,359 0 29,359 163,838
2Q19 100,333 1,713 0 102,046 29 0 29 102,075 17,755 0 17,755 119,830
1Q19 68,219 1818 0 70,037 25 0 25 70,062 13,274 0 13,274 83,336

Annual Data

2019 448,060 5,257 0 453,317 164 0 164 453,481 77,853 0 77,853 531,334
2018 304,246 3,848 0 308,094 103 0 103 308,197 77457 0 77457 385,654
2017 333,612 9,841 0 343,453 113 0 13 343,566 73,201 0 73,201 416,767
2016 385,806 6,555 0 392,361 146 0 146 392,507 56,830 0 56,830 449,337
2015 337,637 12,760 0 350,397 163 0 163 350,560 47,264 0 47,264 397,824
2014 239,469 15,/ 0 255,180 3 0 73 255,253 28,336 0 28,336 283,589
2013 406,605 16,007 0 422,612 130 0 130 422,742 25,872 0 25,872 448,614
2012 408,576 18,075 0 426,651 198 0 198 426,849 28,774 0 28,774 455,623
2011 294918 25,685 0 320,603 190 0 190 320,793 20,325 0 20,325 341,118
2010 368,352 17,435 0 385,787 591 0 591 386,378 15,372 0 15,372 401,750
2009 470,355 3,615 0 473,970 1,380 0 1,380 475,350 16,571 0 16,571 491,921
2008 327,006 30,014 0 357,020 565 0 565 357,585 23972 0 23972 381,557
2007 387,760 78,149 0 465,909 157 0 157 466,066 21,645 0 21,645 487,711
2006 272,875 77,449 0 350,324 946 0 946 351,270 13,031 0 13,031 364,301
2005 313,842 67,831 0 381,673 0 0 0 381,673 11172 0 11172 392,845
2004 293,830 60,603 0 354,493 319 0 319 354,812 12,712 0 12,712 367,524
2003 617,796 82,270 0 700,066 1417 0 1417 701,483 15,292 0 15,292 716,775
2002 468,901 63,448 0 532,349 845 0 845 533,194 10,654 0 10,654 543,848
2001 353,056 30,780 0 383,836 288 0 288 384,124 9,507 3 9,510 393,634
2000 145,744 21,201 0 166,945 1,068 0 1,068 168,013 6,030 0 6,030 174,043
1999 224,040 7,443 0 231,483 1129 0 1129 232,612 7,181 0 7,181 239,793
1998 256,008 7,384 0 263,392 9 0 9 263,490 3,910 0 3910 267,400
1997 106,174 8,950 0 115,124 36 0 36 115,160 2,241 0 2,241 117,401
1996 116,316 6,475 0 122,791 59 0 59 122,850 2,229 0 2,229 125,079
1995 75,867 14,099 0 89,966 5 0 5 89,971 1,565 0 1,565 91,536
1994 105,902 16,646 0 122,548 15 0 15 122,563 847 0 847 123,410
1993 208,322 20,708 1 229,031 20 0 20 229,051 191 0 191 229,242
1992 175,515 15,512 7 191,034 65 0 65 191,099 2] 0 27 191,126
1991 91,586 7,193 206 99,585 144 0 144 99,729 236 0 236 99,965
1990 56,806 16,286 686 713,778 402 0 402 74,180 1338 0 1,338 75518
1989 57,100 17,835 1,206 76,141 624 0 624 76,765 1,824 0 1,824 78,589
1988 34,737 7,253 59 42,049 835 0 835 42,884 1,191 0 1,191 44,075
1987 69,148 4,779 69 73,99 828 0 828 74,824 2,016 0 2,016 76,840
1986 96,105 2,262 90 98,457 1,479 0 1,479 99,936 3,538 0 3,538 103,474
1985 40,226 605 34 40,865 1,245 0 1,245 42,110 1,902 0 1,902 44,012

Source: freddie Mac

@ Based on unpaid principal balances. Excludes mortgage loans and mortgage-related securities traded but not yet settled. Activity includes issuances of other mortgage-related guarantees for loans held by third parties.
b From 2002 through the current period, includes loans guaranteed by U.S. Department of Agriculture Rural Development (RD) loan programs.

€ From 200110 2012, includes balloon/reset mortgages. Freddie Mac discontinued purchase of balloon/reset mortgages on January 1, 2013

A" FHA stands for Federal Housing Administration. VA stands for Department of Veterans Affairs.
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Appendix: Historical Data Tables

TABLE 10B~FREDDIE MAC PURCHASES OF MORTGAGE-RELATED
SECURITIES — PART 1

Purchases ($ in Millions):

Freddie Mac Securities® Other Securities
Fannie Mae Ginnie Maec
Period Single-Family
Single-Family Single-Family
Total Total Total Mortgage Total
Adjustable- Freddie Adjustable- =~ Multi- ~ Fannie Adjustable- = Multi- = Ginnie Total Private- Revenue = Mortgage-
Fixed-Rate Rate Multi- Mac  Fixed-Rate Rate family Mae Fixed-Rate  Rate family Mae Label! Bonds Related

() 6 family($) (9 () ) () () () O] () ©) () (9)  Securitiesc ($)
4Q19 23,700 324 0 24,024 4,792 39 0 4,831 0 0 0 0 0 0 28,855
3Q19 25,270 656 24 25,950 6,191 14 0 6,205 0 0 0 0 0 0 32,155
2Q19 15,414 870 0 16,284 3,589 n 0 3,660 0 0 0 0 0 0 19,944
1Q19 11,240 733 0 11,973 340 0 0 340 0 0 0 0 0 0 12313

Annual Data

2019 75,624 2,583 24 78,231 14912 124 - 15036 - - - - - - 93,267
2018 61,614 3,339 32 05,274 18 1471 0 1,489 0 = 0 = = 0 66,763
2017 72,631 2,833 0 75,464 517 437 0 5,554 0 24 0 24 0 550 81,592
2016 05,274 5,981 12 71,267 5,345 485 0 5,830 0 142 0 142 0 0 77,239
2015 48,764 5532 97 54,393 1,624 2,239 0 3,863 0 324 0 324 0 0 58,580
2014 43,922 7,568 392 51,882 2,695 5,005 0 7,700 0 3 0 3 35 0 59,690
2013 44,760 296 0 45,056 4,251 50 0 4301 0 0 0 0 26 0 49,383
2012 13,272 3,045 19 16,436 0 170 0 170 0 0 0 0 21 0 16,627
201 94,543 5,057 472 100,072 5835 2,297 0 8,132 0 0 0 0 77 0 108,281
2010 40,462 923 382 4,767 0 373 0 373 0 0 0 0 3,994 0 46,134
2009 176,974 5414 0 182388 43,298 2,697 0 4599 0 0 2] 2] 8,206 180 236,856
2008 192,701 26,344 m 219,156 49,534 18,519 0: 68053 0 0 8 8 10,316 81 297,614
2007 111,976 26,800 2,283 141,059 2,170 9,863 0 12033 0 0 0 0 76,134 1813 231,039
2006 76,378 27,146 0 103524 4,259 8,014 0 12273 0 0 0 0 122,230 3178 241,205
2005 106,682 29,805 0 136487 2,854 3,368 0 6,222 64 0 0 04 179,962 2,840 325,575
2004 72,147 23,942 146 96,235 756 3,282 0 4,038 0 0 0 0 121,082 1,944 223,299
2003 S Sew s 206980 MR GRUR | heemr o 472806 Sdm  eess e 166 69,14 %3 385078
2002 192,817 45,798 820 59,376 863 299,674
2001 157,339 64,508 1,444 24,468 707 248,466
2000 58,516 18,249 3,339 10,304 1,488 91,896
1999 69,219 12,392 3,422 15,263 1,602 101,898
1998 107,508 3,126 319 15,71 1,782 128,446
1997 31,29 897 326 1,494 1372 35,385
199 33,338 i PO R 36824
1995 32,534 39,292
1994 19,817 19,817

Source: freddie Mac

4 Based on unpaid principal balances. Excludes mortgage loans and mortgage-related securities traded but not yet settled

b Amounts for 2010 and later include purchases of Freddie Mac mortgage-hacked securities (MBS), many accounted for as debt extinguishments under Generally Accepted Accounting Principles rather than as investment in securities. Amounts for 2012 and later primarily consists of third party purchases.

€ Before 2002, amounts exclude real estate mortgage investment conduits and other structured securities backed by Ginnie Mae MBS

4" Freddie Mac mortgage-related securities include mortgage-related securities issued or quaranteed by Freddie Mac. In prior periods, certain of these securities that were issued by third-party trusts but quaranteed by Freddie Mac were classified as non-agency mortgage-related securities. 2009 and later
periods have been revised to conform to the current period presentation
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TABLE 10B - FREDDIE MAC PURCHASES OF MORTGAGE-RELATED
SECURITIES — PART 2, PRIVATE-LABEL DETAIL

Purchases ($ in Millions):

Private-Label
Period Single-Family
Manufactured Subprime Alt-Ab Othere
Housing Fixed-Rate Fixed-Rate Fixed-Rate Multifamily?  Total Private-Label
O] ($) Adjustable-Rate () ($) Adjustable-Rate ($) () Adjustable-Rate ($) 9
4Q19 0 0 0 0 0 0 0 0 0
3019 0 0 0 0 0 0 0 0 0
2019 0 0 0 0 0 0 0 0 0
1Q19 0 0 0 0 0 0 0 0 0
Annual Data

2019 0 0 0 0 0 0 0 = =
2018 0 0 0 0 0 0 0 - -
2017 0 0 0 0 0 0 0 0 =
2016 0 0 0 0 0 0 0 - -
2015 0 0 0 0 0 0 0 = =
2014 0 0 0 0 0 0 0 35 35
2013 0 0 0 0 0 26 0 = 26
2012 0 0 0 0 0 21 0 - 21
20M 0 0 0 0 0 77 0 = 77
2010 0 0 0 0 0 3172 0 822 3,994
2009 0 0 0 0 0 7,874 0 392 8,266
2008 0 60 46 0 618 8,175 0 1417 10,316
2007 127 843 42,824 702 9,306 48 0 22,284 76,134
2006 0 116 74,645 718 29,828 48 0 16,875 122,230
2005 0 e s s e 2191 162,931 14340 179,962
2004 0 1379 108,825 10,878 121,082
2003 0 e e s 69,154
2002 318 59,376
2001 0 24,468
2000 15 10,304
1999 3,293 15,263
1998 1,630 15,71
1997 36 1,4%

Source: Freddie Mac

@ Based on unpaid principal balances. Excludes mortgage loans and mortgage-related securities traded but not yet settled.

b Includes Alt-A and option ARM private-label mortgage-related securities purchased for other securitization products. ARM stands for adjustable-rate mortgage.

¢ Freddie Mac mortgage-related securities include mortgage-related securities issued or quaranteed by Freddie Mac. In prior periods, certain of these securities that were issued by third-party trusts but quaranteed by Freddie Mac were classified as non-agency mortgage-related securities. 2016 and later
periods have been revised to conform to the current period presentation.

4 Freddie Mac mortgage-related securities include mortgage-related securities issued or quaranteed by Freddie Mac. In prior periods, certain of these securities that were issued by third-party trusts but quaranteed by Freddie Mac were classified as non-agency mortgage-related securities. 2009 and later
periods have been revised to conform to the current period presentation.
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TABLE 171-FREDDIE MAC MBS ISSUANCES

Source: freddie Mac

Period

4Q19
3Q19
2Q19
1Q19

2019
2018
2017
2016
2015
2014
2013
2012
20M
2010
2009
2008
2007
2006
2005
2004
2003
2002
2001
2000
1999
1998
1997
1996
1995
1994
1993
1992
1991
1990
1989
1988
1987
1986
1985
1984
1983
1982
1981
1980
1979
1978
1977
1976
1975
1974
1973
1972
1971

Appendix: Historical Data Tables

Business Activity ($ in Millions)

MBS Issuances?

Single-Family MBS
(©)

Not Available Before 1985

151,488
132,466
101,548

68,245

453,747
317,910
354,131
395,459
356,599
259,763
435,499
446,162
304,629
384,719
472,461
352,776
467,342
358,184
396,213
360,933
705,450
543,716
387,234
165,115
230,986
249,627
113,758
118,932

85,522
116,901
208,724
179,202

92,479

71,998

72931

39,490

72,866

96,798

37,583

Multifamily MBS
)]

Annual Data

Not Available Before 1985

204N
19,633
14,326
13,538

67,908
64,087
62,571
47,744
33,392
19,770
25,267
20317
12,632
8,318
2,951
5,085
3,034
1,839
1,654
4175
8,337
3,59
2,357
1,786
2,045
937
500
770
355
209

2,152
3,400
1,245

Total MBS®
©)

171,899
152,099
115,874

81,783

521,655
381,997
416,702
443,203
389,991
279,533
460,766
466,479
317,261
393,037
475,412
357,861
470,976
360,023
397,867
365,108
713,787
547,312
389,591
166,901
233,031
250,564
114,258
119,702
85,877
117,110
208,724
179,207
92,479
73,815
73,518
39,777
75018
100,198
38,828
18,684
19,691
24,169
3526
2,526
4,546
6,412
4,657
1,360
950

46

323

494

65

Multiclass MBS

Not Issued Before 1983

4 Based on unpaid principal balances. Excludes mortgage loans, mortgage-related securities traded but not yet settled and unguaranteed subordinated whole loan securities. Includes issuance of other mortgage-related guarantees for mortgages not in the form of a security.
b Includes mortgage-backed securities (MBS), real estate mortgage investment conduits (REMICs), other structured securities, and other securitization products. From 2002 through the current period, includes Freddie Mac REMICs and other structured securities backed by Ginnie Mae MBS. Before 2002,
excludes Freddie Mac REMICs and other structured securities backed by Ginnie Mae MBS. Amounts are not included in total MBS issuances if the activity represents a resecuritization of Freddie Mac MBS.

€ Includes activity related to multiclass securities, primarily REMICS, but excludes resecuritizations of MBS into single-class securities. Amounts are not included in total MBS issuances if the activity represents a resecuritization of Freddie Mac MBS,

40,577
39,704
27,940
27,691

35912
83,615
26,752
23,435
82,620
105,174
111,436
124,376
1
1

1
1
1
1

66,539
36,366
86,202
64,305
133,321
169,39
208,450
215,506
298,118
331,672
192,437
48,202
119,565
135,162
84,366
34,145
15,372
73,131
143,336
131,284
72,032
40,479
39,754
12,985
0

2,233
2,625
1,805
1,685
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TABLE 12-FREDDIE MAC EARNINGS

Period Credit-Related (Benefit)
Net Interest Income: Guarantee Fee Incomez0  Administrative Expenses Expenses Net Income (Loss) Return on Equity!
©) () ©) () ©) (%)
4Q19 3358 239 747 (215) 2,592 N/M
3Q19 2410 280 620 (121) 1,709 N/M
2019 2927 280 619 (79) 1,506 N/M
1Q19 3,153 290 578 (102) 1,407 N/M
Annual Data

2019 11,848 1,089 2,564 (517) 7,214 N/M
2018 12,021 811 2,293 (567) 9,235 N/M
2017 14,164 662 2,106 105 5,625 N/M
2016 14,379 513 2,005 -516 7,815 N/M
2015 14,946 369 1927 -2327 6,376 N/M
2014 14,263 329 1,881 254 7,690 N/M
2013 16,468 2 1,805 -2,605 48,668 N/M
2012 17,611 201 1,561 1,949 10,982 N/M
20M 18,397 170 1,506 11,287 -5,266 N/M
2010 16,856 143 1,597 17,891 -14,025 N/M
2009 17,073 3,033 1,685 29,837 -21553 N/M
2008 6,796 3370 1,505 17,529 -50,119 N/M
2007 3,099 2,635 1,674 3,060 -3,094 (21.0)
2006 3412 2393 1,641 356 2327 9.8
2005 4,627 2,076 1,535 347 2113 8.1
2004 9,137 1382 1,550 140 2937 9.4
2003 9,498 1,653 1,181 2 4816 177
2002 9,525 1527 1,406 126 10,090 472
2001 7,448 1,381 1,024 39 3,158 20.2
2000 3,758 1,243 825 75 3,006 390
1999 2926 1,019 655 159 2,223 255
1998 2,215 1,019 578 342 1,700 226
1997 1,847 1,082 495 529 1,395 23.1
1996 1,705 1,086 440 608 1,243 226
1995 1,39 1,087 395 541 1,091 2.1
1994 1,112 1,108 379 425 983 233
1993 7 1,009 361 524 786 23
1992 695 936 329 457 622 21.2
1991 683 792 287 419 555 236
1990 619 654 243 474 414 204
1989 517 572 217 278 437 250
1988 492 465 194 219 381 215
1987 319 472 150 175 301 282
1986 299 301 110 120 247 285
1985 312 188 81 79 208 300
1984 213 158 Al 54 144 520
1983 125 132 53 46 86 44.5
1982 30 77 37 26 60 219
1981 34 36 30 16 31 131
1980 54 23 26 23 34 147
1979 55 18 19 20 36 16.2
1978 37 14 14 13 25 134
1977 31 9 12 8 21 124
1976 18 3 10 =] 14 9.5
1975 31 3 10 1 16 11.6
1974 4 2 8 33 5 40
1973 31 2 7 15 12 99
1972 10 1 5 4 4 35
1971 10 1 Not Available Before 1972 Not Avaiable Before 1972 6 55

Source: Freddie Mac
N/M = not meaningful

a

114

Adoption of accounting guidance related to transfers of financial assets and consolidation of variable interest entities, effective January 1, 2010, significantly changed presentation of these items in the financial statements. Consequently, financial results for 2010 and later are not directly comparable to
previous years. Effective January 1, 2010, quarantee fee income associated with the securitization activities of consolidated trusts is reflected in net interest income.

2017 and 2018 have been revised to conform to current period presentation.

For years 2002 through the current period, defined as provision/benefit for credit losses and real-estate owned operations income/expense. For years 2000 and 2001, includes only provision for credit losses

Ratio computed as annualized net income (loss) available to common stockholders divided by the simple average of beginning and ending common stockholders'equity (deficit).



Appendix: Historical Data Tables

TABLE 13-FREDDIE MAC BALANCE SHEET

End of Mortgage Assets
Period Total Nonmortgage Total Senior Preferred Fair-Value  Held for Investment
Total Assets Mortgage Assets® Investments Debt Outstanding  Stockholders’ Equity Stock of Net Assets (Gross)c Indebtedness¢
() ) ) () () ) )
4Q19 2,203,623 2,073,090 98,327 2,179,528 9122 72,648 Not Available 212,673 283,157
3Q19 2,170,246 2,051,044 80,908 2,149,259 6,674 72,648 Not Available 221,601 282,295
2019 2,124,500 2,015,972 79,807 2,105,335 4,826 72,648 Not Available 218,986 279,730
1Q19 2,092,907 1,995,676 70,739 2,073,614 4,605 72,648 Not Available 218,940 272,822
Annual Data
2019 2,203,623 2,073,090 98,327 2,179,528 9,122 72,648 Not Avalale 212,673 283,157
2018 2,063,060 1,983,053 55,751 2,044,950 4477 72,648 Not Avalable 218,080 255,700
2017 2,049,776 1,941,680 79,991 2,034,630 (312) 72,336 Not Avaable 253,455 316,729
2016 2,023,376 1,906,843 72,685 2,002,004 5,075 72,336 Not Avaable 298,426 356,743
2015 1,985,892 1,866,588 80,795 1,970,269 2,940 72,336 Not Avaable 346,911 418,021
2014 1,945,360 1,852,646 58,585 1,929,363 2,651 72,336 (30,400) 408,414 454,029
2013 1,965,831 1,855,095 69,019 1,940,521 12,835 72,336 (41,200) 461,024 511,345
2012 1,989,557 1,912,929 58,076 1,966,743 8,827 72,336 (58,300) 557,544 552,472
201 2,147,216 2,062,713 39,342 2,131,983 (146) 727 (78,400) 653,313 674,314
2010 2,261,780 2,149,586 74,420 2,242,588 (401) 64,200 (58,600) 696,874 728,217
2009 841,784 716,974 26,271 780,604 4,78 51,700 (62,500) 755,272 805,073
2008 850,963 748,747 18,944 843,021 (30,731) 14,800 (95,600) 804,762~ NotApplcable Before 2009
2007 794,368 710,042 41,603 738,557 26,724 Vot hppliable efore 2008 12,600 720,813
2006 804,910 700,002 68,614 744341 26,914 31,800 703,959
2005 798,609 709,503 57,324 740,024 25,691 30,900 710,346
2004 795,284 664,582 62,027 731,697 31,416 30,900 653,261
2003 803,449 660,531 53,124 739,613 31,487 27,300 045,767
2002 752,249 589,899 91,871 665,696 31,330 22,900 567,272
2001 641,100 503,769 89,849 578,368 19,624 18,300 497,639
2000 459,297 385,451 43,521 426,899 14,837 Not Avaable Before 2001 385,693
1999 386,684 322,914 34,152 360,711 11,525 324,443
1998 321421 255,670 42,160 287,39 10,835 255,009
1997 194,597 164,543 16,430 172,842 7,521 164,421
1996 173,866 137,826 22,248 156,981 6,731 137,755
1995 137,181 107,706 12,711 119,961 5,863 107,424
199%4 106,199 7317 17,808 93,279 5,162 3171
1993 83,880 55,938 18,225 49,993 4437 55,938
1992 59,502 33,629 12,542 29,631 3,570 33,629
1991 46,860 26,667 9,956 30,262 2,566 26,667
1990 40,579 21,520 12,124 30,941 2,136 21,520
1989 35,462 21,448 11,050 26,147 1916 21,448
1988 34,352 16918 14,607 26,882 1,584 16,918
1987 25,674 12,354 10,467 19,547 1,182 12,354
1986 23,229 13,093 Not Avaizble Before 1987 15,375 953 13,093
1985 16,587 13,547 12,747 779 13,547
1984 13,778 10,018 10,999 606 10,018
1983 8,995 7,485 7,273 aNn 7,485
1982 5999 4,679 4,991 29 4,679
1981 6,326 5178 5,680 250 5178
1980 5478 5,000 4,886 221 5,006
1979 4,648 4,003 4131 238 4,003
1978 3,697 3,038 3,216 202 3,038
1977 3,501 3,204 3,110 177 3,204
1976 4,832 4,175 4,523 156 4175
1975 5899 4,878 5,609 142 4,878
1974 4,901 4,469 4,684 126 4,469
1973 2873 251 2,6% 21 2521
1972 1772 1,726 1,639 110 1,726
1971 1,038 935 915 107 935

Source: Freddie Mac

3 Adoption of accounting quidance related to transfers of financial assets and consolidation of variable interest entities, effective January 1, 2010, significantly changed the presentation of these items in the financial statements. Consequently, financial results for 2010 and later are not directly comparable
to previous years.

b Fxcludes allowance for loan losses.

€ Amounts for 2009 and later meet the definition of mortgage assets in the Treasury Senior Preferred Stock Purchase Agreement for the purpose of determining the maximum amount of mortgage assets that may be held.

d As defined in the Treasury Senior Preferred Stock Purchase Agreement for 2009 and later years.
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TABLE 13A+FREDDIE MAC TOTAL MBS OUTSTANDING DETAIL”

Single-Family Mortgages Multifamily Mortgages A HTT
7 inMilions) (SinMillions) il o)
End of
Period Conventional
Multifamily Total MBS Multiclass MBS
Fixed-Rate>  Adjustable-Ratec  Seconds¢ Total Total Conventional FHA/RD Mortgages Outstandinge Outstanding
©) ©) ©) O] FHA/VA¢ () ©) ) ©) ©)
4Q19 1,821,287 30,461 0 1,851,748 1,354 265,344 0 265,344 2,118,446 546,166
3Q19 1,786,218 32,035 0 1,818,253 1,389 254,882 0 254,882 2,074,524 541,818
2019 1,741,221 34623 0 1,775,844 1,433 243,696 0 243,696 2,020,973 534912
1Q19 1,711,311 36,204 0 1,747,515 1,484 236,983 0 236,983 1,985,982 532,604
Annual Data
2019 1,821,287 30,461 0 1,851,748 1354 265,344 0 265,344 2,118,446 546,166
2018 1,694,5% 37,568 0 1,732,164 1,532 230,892 0 230,892 1,964,588 528413
2017 1,598,054 45,791 0 1,643,845 1,783 199,168 0 199,168 1,844,79 475,624
2016 1,510,170 48,467 0 1,558,637 2,110 152,236 0 152,236 1,712,983 422,528
2015 1,409,898 68,234 0 1,478,132 2413 114,130 0 114,130 1,594,675 411,016
2014 1,338,926 72,095 0 1,411,021 2,835 87,836 0 87,836 1,501,692 410,133
2013 1,306,504 72,187 1 1,378,692 3,152 71,793 0 71,793 1,453,637 402,309
2012 1,269,642 76,095 1 1,345,738 3,452 49,542 0 49,542 1,398,732 427,630
201 1,303,916 81,977 2 1,385,895 4,106 32,080 0 32,080 1,422,081 451,716
2010 1,357,124 84,471 2 1,441,597 4,434 21,954 0 21,954 1,467,985 429,115
2009 1,364,79 111,550 3 1,476,349 3,544 15,374 0 15,374 1,495,267 448,329
2008 1,242,648 142,495 4 1,385,147 3,970 13,597 0 13,597 1,402,714 517,654
2007 1,206,495 161,963 7 1,368,465 4,499 8,899 0 8,899 1,381,863 526,604
2006 967,580 141,740 12 1,109,332 539 8,033 0 8,033 1,122,761 491,696
2005 836,023 117,757 19 953,799 6,289 14,112 0 14,112 974,200 437,668
2004 736,332 91,474 70 827,876 9,254 15,140 0 15,140 852,270 390,516
2003 649,699 74,409 140 724,248 12,157 15,759 0 15,759 752,164 347,833
2002 647,603 61,110 5 708,718 12,361 8,730 0 8,730 729,809 392,545
2001 609,290 22,525 10 631,825 14,127 7,132 0 7,132 653,084 299,652
2000 533,331 36,266 18 569,615 778 5708 0 5,708 576,101 309,185
1999 499,671 33,004 29 532,794 627 4,462 0 4,462 537,883 316,168
1998 iy précy iy sy i rise iy e 155 478351 260,504
1997 475,985 233,829
1996 473,065 237,939
1995 459,045 246,336
1994 460,656 264,152
1993 439,029 265,178
1992 407,514 218,747
1991 359,163 146,978
1990 316,359 88,124
1989 272,870 52,865
1988 226,406 15,621
1987 212,635 3,652
1986 169,186 5333
1985 99,909 5,047
1984 70,026 3214
1983 57,720 1,609
1982 4952 T
1981 19,897
1980 16,962
1979 15,316
1978 12,017
1977 6,765
1976 2,765
1975 1,643
1974 780
1973 791
1972 444
1971 64

Source: Freddie Mac

@ Based on unpaid principal balances of mortgage quarantees held by third parties. Excludes mortgage-backed securities (MBS) held for investment by Freddie Mac and unguaranteed subordinated whole loan securities.

Includes U.S. Department of Agriculture Rural Development (RD) loan programs.

From 2001 to the current period, includes MBS with underlying mortgages classified as balloon/reset loans. Freddie Mac discontinued purchase of balloon/reset mortgages on January 1, 2013

From 2002 to the current period, includes resecuritizations of non-Freddie Mac securities,

Excludes mortgage loans and mortgage-related securities traded but not yet settled. From 2002 to the current period, amounts include real estate mortgage investment conduits and other structured securities, other guarantee transactions, and other guarantee commitments of mortgage loans and
MBS held by third parties.

Amounts are included in total MBS outstanding column.

116 | 9 Freddie Mac mortgage-related securities include mortgage-related securities issued or quaranteed by Freddie Mac. In prior periods, certain of these securities that were issued by third-party trusts but quaranteed by Freddie Mac were classified as non-agency mortgage-related securities. 2017 and later
periods have been revised to conform to the current period presentation.



End of
Period

4Q19
3Q19
2019
1Q19

2019
2018
2017
2016
2015
2014
2013
2012
2011
2010
2009
2008
2007
2006
2005
2004
2003
2002
2001
2000
1999
1998
1997
1996
1995
1994
1993
1992
1991
1990
1989
1988
1987
1986
1985
1984
1983
1982
1981
1980
1979
1978
1977
1976
1975
1974
1973
1972
1971

Source: freddie Mac

4 Based on unpaid principal balances. Excludes mortgage loans and mortgage-related securities traded but not yet settled.

b Fxcludes allowance for loan losses.

Whole Loans®

($)

Not Available Before 1995

83,052
95,823
89,902
90,462

83,652
91,618
107,171
127,549
145,604
164,472
181,308
221313
253,970
234,746
138,816
111,476
82,158
65,847
61,481
61,360
60,270
63,886
62,792
59,240
56,676
57,084
48,454
46,504
43,753

Freddie Mac Securities®

()

Annual Data

Not Available Before 1992

223,667
263,603
374,615
424,524
356,970
354,262
361,324
356,698
393,135
341,287
308,427
246,209
211,198
168,108
103,400
81,195
56,006
30,670
15,877
6,394

Appendix: Historical Data Tables

TABLE 14-FREDDIE MAC MORTGAGE ASSETS HELD FOR INVESTMENT DETAIL

Other

Mortgage-Related Securities:

O]

Not Available Before 1998

¢ Amounts for 2009 and later meet the definition of mortgage assets in the Treasury Senior Preferred Stock Purchase Agreement for the purpose of determining the maximum amount of mortgage assets that may be held
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10,374
9,353
6,929
6,113

10,374
6,314
10,732
34,693
53,423
82,401
111,682
149,468
175,676
198,525
241,84
268,762
281,685
283,850
287,541
235,203
192,362
162,099
126,420
80,244
56,569
29,817

Mortgage Assets Held for

Investment (Gross)b.c

()

212,673
221,601
218,986
218,940

212,673
218,080
253,455
298,426
346,911
408,414
461,024
557,544
653,313
696,874
755,272
804,762
720,813
703,959
710,346
653,261
645,767
567,272
497,639
385,693
324,443
255,009
164,421
137,755
107,424

73171

55,938

33,629

26,667

21,520

21,448
16,918
12,354
13,093
13,547
10,018
7,485
4,679
5178
5,006
4,003
3,038
3,204
4175
4,878
4,469
2,521
1,726

935
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TABLE 14A-FREDDIE MAC MORTGAGE ASSETS HELD FOR
INVESTMENT DETAIL — WHOLE LOANS

Whole Loans ($ in Millions):

Single-Family Multifamily
End of
Period Conventional
Total
Total Whole
Fixed-Rate® Adjustable-Rate Seconds Total FHA/VAC Conventional FHA/RD Total Loans
©) ©) ©) ©) ©) ©) ©) ©) ©)
4019 52,649 892 0 53,541 326 29,783 2 29,785 83,652
3Q19 57,840 962 0 58,802 333 36,086 2 36,088 95,823
2019 56,975 1,090 0 58,065 307 31,528 2 31,530 89,902
1Q19 57,146 1,138 0 58,284 304 31872 2 31,874 90,462
Annual Data
2019 52,649 892 0 53,541 326 29,783 2 29,785 83,652
2018 5531 1,214 0 56,525 306 34,785 2 34,787 91,618
2017 66,926 1,675 0 68,601 331 38,222 17 38,239 107,171
2016 82,295 2439 0 84,734 398 2,45 2 2417 127,549
2015 92,931 3,185 0 9,116 461 49,084 3 49,087 145,664
2014 106,499 4,544 0 111,043 473 52,953 3 52,956 164,472
2013 115,073 6,511 0 121,584 553 59,168 3 59171 181,308
2012 133,506 9,953 0 143,459 1,285 76,566 3 76,569 221313
2011 156,361 13,804 0 170,165 1,49% 82,308 3 82,311 253,970
2010 130,722 16,643 0 147,365 1,498 85,880 3 85,883 234,746
2009 50,980 2,310 0 53,290 1,588 83,935 3 83,938 138,816
2008 36,071 2,136 0 38,207 548 72,718 3 72,721 111,476
2007 21,578 2,700 0 24,278 N 57,566 3 57,569 82,158
2006 19,211 1,233 0 20,444 19 45,204 3 45,207 65,847
2005 19,238 903 0 20,141 255 41,082 3 41,085 61,481
2004 22,055 990 0 23,045 344 37,968 3 37,971 61,360
2003 25,889 871 1 26,761 513 32,993 3 32,9% 60,270
2002 33,821 1321 3 35,145 705 28,033 3 28,036 63,886
2001 38,267 1,073 5 39,345 94 22,480 3 22,483 62,792
2000 39,537 2125 9 41671 1,200 16,369 i ot 16,369 59,240
1999 43,210 1,020 14 44,244 77 12,355 12,355 56,676
1998 47,754 1,220 2 48,997 109 7978 7978 57,084
1997 40,967 1478 36 42,481 148 5825 5825 48,454
199 e e ety e e 4746 4746 4,504
1995 3,852 3,852 43,753

Source: Freddie Mac

2 Based on unpaid principal balances of mortgage loans. Excludes mortgage loans traded but not yet settled.

b From 2001 to the current period, includes U.S. Department of Agriculture Rural Development (RD) loan programs.
€ FHA stands for Federal Housing Administration. VA stands for Department of Veterans Affairs.
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DETAIL — PART 1, MORTGAGE-RELATED SECURITIES

End of
Period

4Q19
3Q19
2019
1019

2019
2018
2017
2016
2015
2014
2013
2012
2011
2010
2009
2008
2007
2006
2005
2004
2003
2002
2001
2000
1999
1998
1997
1996
1995
19%4
1993
1992

Appendix: Historical Data Tables

TABLE 14B-FREDDIE MAC MORTGAGE ASSETS HELD FOR INVESTMENT

Freddie Mac Securitiestc Other Securitiesc
Single-Family Fannie Mae Ginnie Mae
Single-Family Single-Family
Total
Fixed-  Adjustable- Total Freddie  Fixed- = Adjustable- Total Fannie - Fixed-  Adjustable- Total Ginnie Total Private-  Other
Rate Rate  Multi-family ~ Mac Rate Rate  Multi-family ~ Mae Rate Rate  Multi-family ~ Mae Label Securities
O] O] ©) O] ) () O] O] O] () () () ()
97,710 15,227 5710 118,647 7,756 962 0 8718 16 3 1 30 1,452 10,200
94,363 16,584 5478 116,425 5,844 1,719 0 7,563 17 3 1 31 1,578 9172
99,206 17,049 5,900 122,155 2913 1,981 0 4,894 18 3 1 32 1,803 6,729
97,842 17,597 6,926 122,365 1,556 2,241 0 3,803 24 3 1 38 2,056 5897
Annual Data
97,710 15,227 5710 118,647 7,756 962 0 8718 16 3 11 30 1,452 10,200
95,705 17,282 7,161 120,148 1,520 2,419 0 3,939 25 4 1 40 2,09 6,078
107,213 21,258 7,081 135,552 2,801 2,191 0 5,052 36 123 12 171 5157 10,380
102,778 27,651 5755 136,184 7,650 3,876 0 11,526 56 178 12 246 22,266 34,038
119,072 22,873 5879 147,824 6,038 6,753 0 12,791 90 77 12 179 39,265 52,235
131,683 26,532 3,326 161,541 6,852 9,303 0 16,155 119 67 12 198 63,879 80,232
137,164 28,083 2,781 168,034 7,240 9,421 3 16,064 150 78 15 243 91,237 108,144
147,751 36,630 2,382 186,763 10,864 12,518 84 23,466 202 91 15 308 120,038 143,812
174,440 46,219 3,008 223,667 16,543 15,998 128 32,669 253 104 16 373 134,841 167,883
206,974 54,534 2,095 263,603 21,238 18,139 316 39,693 296 117 27 440 148,515 188,048
294,958 77,708 1,949 374,615 36,549 28,585 528 65,062 34 133 35 509 163,816 229,987
328,965 93,498 2,061 424,524 35142 34,460 674 70,276 398 152 26 576 185,041 255,893
269,896 84,415 2,659 356,970 23,140 23,043 922 47,105 468 181 82 731 218914 266,750
282,052 71,828 382 354,262 25779 17,441 1,214 44,434 707 231 13 951 224,631 270,016
299,167 61,766 391 361,324 28,818 13,180 1335 43,333 1,045 218 30 1,293 231,594 276,220
304,555 51,737 406 356,698 41,828 14,504 1,672 58,004 1,599 81 31 1,711 166,411 226,126
ot heow | meeow | 393035 Gaem | oo et 74509 G | et e | 2760 107301 18459
341,287 78,829 4,878 70,752 154,459
308,427 71,128 5,699 42,336 119,163
246,209 28,303 8,991 35997 73,291
211,198 13,245 6,615 31,019 50,879
168,108 3,749 4,458 16,970 25177
103,400 e 95 6393 o | wesw
81,195 7,434
56,006 e 96
30,670
15,877
6,394

Source: freddie Mac

a
b
q

Based on unpaid principal balances.

From 2001 to the current period, includes real estate mortgage investment conduits and other structured securities backed by Ginnie Mae mortgage-backed securities.

Freddie Mac mortgage-related securities include mortgage-related securities issued or guaranteed by Freddie Mac. In prior periods, certain of these securities that were issued by third-party trusts but quaranteed by Freddie Mac were classified as non-agency mortgage-related securities. 2017 and later

periods have been revised to conform to the current period presentation.
From 3Q 2019 to the current periods, amounts include the Fannie Mae-backed portion of partially-owned Freddie Mac issued commingled securities.
From 2Q 2019 to the current periods, amounts include the Fannie Mae-backed portion of 100%-owned Freddie Mac-issued commingled securities.
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TABLE 14B - FREDDIE MAC MORTGAGE ASSETS HELD FOR INVESTMENT
DETAIL — PART 2, MORTGAGE-RELATED SECURITIES, PRIVATE-LABEL DETAIL

Mortgage-Related Securities ($ in Millions)

Private-Label

End of Single-Family
Period
Subprime Alt-A Other
Manufactured Adjustable- Adjustable- Adjustable-
Housing Fixed-Rate Rate Fixed-Rate Rate Fixed-Rate Rate Multifamily ~ Total Private-Label
©) () ©) O] ©) ©) () ©)
4Q19 325 3 8% 39 77 0 82 30 1,452
3Q19 333 3 916 40 170 0 85 31 1578
2Q19 343 3 1123 4 175 0 87 31 1,803
1Q19 351 3 1,358 43 181 0 89 31 2,056
Annual Data

2019 325 3 89 39 77 0 82 30 1,452
2018 358 3 1383 45 187 0 9 32 2,099
2017 428 3 3315 58 410 0 812 131 5157
2016 566 9 10,311 340 1,461 0 3,176 6,403 22,266
2015 630 10 17,285 753 3,045 0 5,309 12,233 39,265
2014 704 1 27,675 955 5,035 0 8,287 21,212 63,879
2013 778 116 39,583 1417 9,594 0 10,426 29323 91,237
2012 862 3N 44,086 1,774 13,036 0 12,012 47,957 120,038
20Mm 960 336 48,696 2,128 14,662 0 13,949 54110 134,841
2010 1,080 363 53,855 2,405 16,438 0 15,646 58,728 148,515
2009 1,201 395 61,179 2,845 18,594 0 17,687 61915 163,816
2008 1326 438 74413 3,266 21,801 0 19,606 64,191 185,041
2007 1472 498 100,827 3,720 26,343 0 21,250 64,804 218914
2006 1,510 408 121,691 3,626 31,743 0 20,893 44,760 224,631
2005 1,680 i oo e 4749 181,678 43,487 231,594
2004 1,816 8,243 115,168 41,184 166,411
2003 2085 e s e 1 107,301
2002 2,394 70,752
2001 2,462 4,336
2000 2,896 35,997
1999 4,693 31,019
1998 1,/ 16,970

Source: Freddie Mac

@ Based on unpaid principal balances.

Includes nonagency mortgage-related securities backed by home equity lines of credit.

Consists of nonagency mortgage-related securities backed by option ARM loans. Before 2006, includes securities principally backed by subprime and Alt-A mortgage loans. ARM stands for adjustable-rate mortgage

Freddie Mac mortgage-related securities include mortgage-related securities issued or quaranteed by Freddie Mac. In prior periods, certain of these securities that were issued by third-party trusts but guaranteed by Freddie Mac were classified as non-agency mortgage-related securities. 2017 and later
periods have been revised to conform to the current period presentation.
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End of
Period

4Q19
3Q19
2Q19
1Q19

2019
2018
2017
2016
2015
2014
2013
2012
2011
2010
2009
2008
2007
2006
2005
2004
2003
2002
2001
2000
1999
1998
1997
1996
1995
1994
1993
1992
1991
1990
1989
1988
1987
1986
1985
1984
1983
1982
1981
1980
1979
1978
1977
1976
1975
1974
1973
1972
1971

Source: freddie Mac
N/A =not available

4 Based on unpaid principal balances.
©  Includes premiums, discounts, deferred fees, impairments of unpaid principal balances, and other basis adjustments on mortgage loans and mortgage-related securities plus unrealized gains or losses on available-for-sale mortgage-related securities. Amounts prior to 2006 include mortgage-backed

e

securities residuals at fair value,
Excludes allowance for loan losses.

Mortgage-Related Securities ($ in Millions)

Mortgage Revenue

Bonds?

)

657
1,188
2,169
3538
5,056
7,793
9877

11,854
12,869

1

4,935

13,834

1

Not Available Before 1996

1321
9,077
7,772
7,640
7,257
6,953
5,690
4,640
3,031
1,787

Total
Mortgage-Related Securities:
©)

129,021
125,778
129,084
128,478

129,021
126,462
146,284
170,877
201,247
243,942
279,716
336,231
399,343
462,128
616,456
693,286
638,655
638,112
648,805
591,901
585,497
503,386
434,847
326,453
267,767
197,925

Not Available Before 1998

Unamortized Premiums,
Discounts, Deferred Fees, Plus
Unrealized Gains/Losses on
Available-for-Sale Securities®

N/A
N/A
N/A
N/A
Annual Data
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
-38,298
-56,015
-10,771
-3,957
-843
11,321
14,764
22,627
6,130
-242
-1,529
661
122
71
282

Not Available Before 1995 and after 2009

Appendix: Historical Data Tables

TABLE 14B-FREDDIE MAC MORTGAGE ASSETS HELD FOR INVESTMENT
DETAIL — PART 3, MORTGAGE-RELATED SECURITIES

($ in Millions)

Mortgage Assets
Held for Investment
(Net)c
©)

N/A
N/A
N/A
N/A

N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
716,974
748,747
710,042
700,002
709,503
664,582
660,531
589,899
503,769
385,451
322914
255,670
164,543
137,826
107,706
73171
55938
33,629
26,067
21,520
21,448
16,918
12,354
13,093
13,547
10,018
7,485
4,679
5178
5,006
4,003
3,038
3,204
4175
4,878
4,469
2,521
1,726
935

Amounts for 2009 and later meet the definition of mortgage assets in the Treasury Senior Preferred Stock Purchase Agreement for the purpose of determining the maximum amount of mortgage assets that may be held

Maximum allowable mortgage assets under the Treasury Senior Preferred Stock Purchase Agreement.

Mortgage Assets
Held for Investment

(Gross)d

()

212,673
221,601
218,986
218,940

212,673
218,080
253,455
298,426
346,91
408,414
461,024
557,544
653,313
696,874
755,272
804,762
720,813
703,959
710,346
653,261
645,767
567,272
497,639
385,693
324,443
255,009
164,421
137,755
107,424
73171
55,938
33,629
26,067
21,520
21,448
16,918
12,354
13,093
13,547
10,018
7,485
4,679
5178
5,006
4,003
3,038
3,204
4175
4878
4,469
2,521
1,726
935

Limit on Mortgage
Assets Held
for Investment
(Gross)e
()
250,000
250,000
250,000
250,000

250,000
250,000
288,408
339,304
399,181
469,625
552,500
650,000
729,000
810,000
900,000

Not Applicable Before 2009
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TABLE 15-FREDDIE MAC FINANCIAL DERIVATIVES

Financial Derivatives — Notional Amount Outstanding ($ in Millions)

End of Period Over-the-Counter
Interest Rate Futures, Options, Exchange-Traded
InterestRate  Caps, Floors, and Foreign Currency and Forward Rate  Treasury-Based  Futures, Options and
Swaps? Corridors Contracts Agreements Contracts® Other Derivatives  Credit Derivativesc Commitments¢ Other Total
() () () () () () () () () ()
4019 680,608 10,000 0 153,464 164,475 45,830 1312 93,960 17,034 1,166,683
3Q19 662,249 10,000 0 136,443 36,939 144,540 1,822 152,300 16,991 1,161,284
2019 604,758 10,000 0 154,705 42,197 74,887 1,932 117,840 16,814 1,023,133
1Q19 546,593 10,000 0 141,889 34,837 91,790 1,966 76,516 15,412 919,003
Annual Data
2019 680,608 10,000 0 153,464 164,475 45,830 1312 93,960 17,034 1,166,683
2018 516,240 10,000 0 138,331 40,075 121,110 2,030 36,044 12,212 876,042
2017 557,115 10,000 0 115,118 50,820 216,565 3,569 54,207 2,906 1,010,300
2016 586,033 10,000 0 114,392 28,763 109,531 2,951 45,353 2,879 899,902
2015 429,712 10,000 0 99,463 1332 55,000 3,899 29,114 3,033 631,553
2014 418,844 10,000 0 95,260 7471 40,000 5207 27,054 3,204 607,040
2013 524,624 19,000 528 103,010 270 50,000 5,386 18,731 3471 725,026
2012 547,491 28,000 1,167 90,585 1,185 39,938 8,307 25,530 3,628 745,831
2011 503,893 28,000 1,722 182,974 2,250 4,281 10,190 14318 3,621 788,249
2010 721,259 28,000 2,021 207,694 4193 211,590 12,833 14,292 3,614 1,205,496
2009 705,707 35,945 5,669 287,193 540 159,659 14,198 13,872 3,521 1,226,304
2008 766,158 36,314 12,924 251,426 28,403 106,610 13,631 108,273 3,281 1,327,020
2007 711,829 0 20,118 313,033 0 196,270 7,667 72,662 1,302 1,322,881
2006 440,879 0 29,234 252,022 2,000 20,400 2,605 10,012 957 758,109
2005 341,008 45 37,850 193,502 0 86,252 2414 21,961 738 683,770
2004 178,739 9,897 56,850 224,204 2,001 127,109 10,926 32,952 114,100 756,778
2003 287,592 11,308 46,512 349,650 8,549 122,619 15,542 89,520 152,579 1,083,871
2002 290,09 11,663 43,687 277,869 17,900 210,646 17,301 191,563 117,219 1,177,944
2001 442,771 12178 23,995 187,486 13,276 358,500 10,984 121,588 0 1,170,778
2000 277,888 12,819 10,208 113,064 2,200 22,517 N/A N/A 35,839 474,535
1999 126,580 19,936 1,097 172,750 8,804 94,987 ot oplate Nt Aplabl 0 424,244
1998 57,555 21,845 1,464 63,000 11,542 157,832 0 313,238
1997 54172 21,99 1,152 6,000 12,228 0 0 95,547
1996 46,646 14,095 544 0 651 0 0 61,936
1995 45,384 13,055 0 0 24 0 0 58,463
1994 21,834 9,003 0 0 0 0 0 30,837
1993 17,888 1,500 0 0 0 0 0 19,388

Source: Freddie Mac

N/A=not available

@ Amounts for 2010 through the current period include exchange-settled interest rate swaps.

b Amounts for years 2002 through the current period include exchange-traded

€ Includes prepayment management agreement and swap guarantee derivatives. Beginning 4Q 2019, certain derivatives related to our credit risk transfer transactions were reclassified to other.

@ Commitments include commitments to purchase and sell investments in securities and mortgage loans and commitments to purchase and extinguish or issue debt securities of consolidated trusts. Years before 2004 include commitments to purchase and sell various debt securities.
& Beginningin 4Q 2019, includes certain derivatives previously reported as credit derivatives.
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End of
Period

4Q19
3Q19
2019
1Q19

2019
2018
2017
2016
2015
2014
2013
2012
2011
2010
2009
2008
2007
2006
2005
2004
2003
2002
2001
2000
1999
1998
1997
1996
1995
1994
1993
1992
1991
1990
1989
1988
1987

Source: freddie Mac

3 Adoption of accounting guidance related to transfers of financial assets and consolidation of variable interest entities, effective January 1, 2010, changed presentation of nonmortgage investments. Values for 2010 and later are not directly comparable to previous years.

Federal Funds and
Eurodollars

©)

19,778
9,909
18,647
7,567
6,129
15,868
2,267
10,545
20,54
2750
9968
110
7,260
9,267
5,632
2949
1112
3527
4,469
3177

Asset-Backed Securities

o o o

0

292
302
44
4,045
8,794
16,588
32122
30,578
21,733
16,648
34,790
26,297
19,063
10,305
1,124
2,200
2,086
499

0

0

Repurchase Agreements

©)
66,114
51,187
52,698
50,134

Annual Data

66,114
34,771
55,903
51,548
63,644
51,903
62,383
37,563
12,044
4,774
7,000
10,150
6,400
3,250
5,250
13,550
13,015
16,914
17,632
7,488
491
1,756
6,982
6,440
9217
5913
4198
4,060
4437
9,063
5,765

18,513
11,191
5,764

5,852
13,050
21,712

7302

3916

7,795

3,203

1,058

1,201

1,234

1438

53

32,213
29,721
27,109
20,604

32,213
20,980
24,088

6,682
6,636
20,221
12812
27411
14,787
0

0
2273
5823
8097
10,042
20988
8340
7,401
4,425
4961
1,295
269
1,684
3401
332
2,797
2,570
1,949
1758
1,031
1431

Appendix: Historical Data Tables

TABLE 16« FREDDIE MAC NONMORTGAGE INVESTMENTS

Commercial Paper
and Corporate Debt

98,327
80,908
79,807
70,738

98,327
55,751
79,991
72,685
80,795
58,585
69,019
58076
39,342
74,420
26,271
18,944
41,663
68614
57,324
62,027
53,124
91,871
89,849
8521
34,152
4,160
16,430
2,48
12,711
17,808
18,225
12,542

9,956

b Beginning in 2017, amounts include certain secured lending activity. From 2009 through current period, amounts include Treasury bills and Treasury notes. For 2004 through 2006, amounts include obligations of states and municipalites classified as available-for-sale securitis. For 2003 and previous
years, amounts include nonmortgage-related securities classified as trading, debt securities issued by the U.S. Treasury and other federal agencies, obligations of states and municipalities, and preferred stock
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TABLE 17+ FREDDIE MAC MORTGAGE ASSET QUALITY

IEZ:jloo(I Single-Family Multifamily Credit Losses/Average REO/Total Credit-Enhanced:/Total
Delinquency Rate: Delinquency Rate® Total Mortgage Portfolioc Mortgage Portfolio¢ Mortgage Portfolio
(%) (%) (%) (%) (%)
4Q19 i 063 0.08 0.08 002 60.0
3019 061 0.04 0.06 0.03 60.0
2019 i 063 003 0.04 003 ¢ 60.0
1Q19 0.67 0.03 0.10 0.03 60.0
Annual Data
2019 0.63 0.08 0.07 0.02 60.0
2018 0.69 0.01 0.1 0.04 58.0
2017 1.08 0.02 0.19 0.04 480
2016 1.00 0.03 0.09 0.06 40.0
2015 132 0.02 026 0.09 330
2014 1.88 0.04 022 0.14 260
2013 239 0.09 027 025 160
2012 325 0.19 0.64 024 130
2011 358 022 068 030 140
2010 3.84 026 072 036 150
2009 398 0.20 0.41 023 160
2008 1.83 0.05 0.20 0.17 180
2007 0.65 0.02 0.03 0.08 170
2006 042 0.06 0.01 0.04 16.0
2005 053 0.00 0.01 0.04 170
2004 073 0.06 0.01 0.05 19.0
2003 0.86 0.05 001 0.06 210
2002 0.77 0.13 0.01 0.05 214
2001 0.62 0.15 001 0.04 34.7
2000 0.49 0.04 001 0.04 318
1999 039 0.14 0.02 0.05 299
1998 0.50 037 0.04 0.08 273
1997 0.55 096 0.08 0.1 159
1996 058 1.96 0.10 013 100
1995 0.60 288 0.1 0.14 9.7
1994 0.5 379 0.08 0.18 7.2
1993 061 592 0.1 0.16 53
1992 0.64 6.81 0.09 0.12 NotAvalaleBeore 1993
1991 061 542 0.08 0.14
1990 045 263 0.08 0.12
1989 038 253 0.08 0.09
1988 036 224 0.07 0.09
1987 036 1.49 0.07 0.08
1986 042 1.07 NotAvalable Before 1987 0.07
1985 042 063 0.10
1984 046 042 0.15
1983 047 058 0.15
1982 0.54 1.04 0.12
1981 061 Not Available Before 1982 0.07
1980 044 0.04
1979 031 0.02
1978 021 0.02
1977 NotAvlble Before 1978 0.03
1976 0.04
1975 0.03
1974 0.02

Source: Freddie Mac

@ Based on the number of mortgages 90 days or more delinquent or in foreclosure. Excludes modified loans if the borrower s less than 90 days past due under the modified terms. Rates are based on loans in the single-family credit quarantee portfolio, which excludes that portion of Freddie Mac

real estate mortgage investment conduits (REMICs) and other structured securities backed by Ginnie Mae mortgage-backed securities (MBS). Rates for years 2005 and 2007 also exclude other guarantee transactions. Single-family delinquency rates for 2008 and thereafter include other guarantee
transactions.

Before 2008, rates were based on the unpaid principal balance of loans 60 days or more delinquent or in foreclosure and include other guarantee transactions. Beginning in 2008, rates were based on the unpaid principal balance of loans 60 days or more delinquent or in foreclosure and include other
quarantee transactions

Credit losses equal to real estate owned operations expense (income) plus net charge-offs and exclude other market-based valuation losses. Calculated as credit losses divided by the average balance of mortgage loans in the total mortgage portfolio, excluding non-Freddie Mac MBS and the portion of
REMICs and other structured securities backed by Ginnie Mae MBS,

(alculated based on the balance of mortgage loans in the total mortgage portfolio excluding non-Freddie Mac MBS and the portion of REMICS and other structured securities backed by Ginnie Mae certificates. The credit enhanced percentage of our total mortgage portfolio has been rounded to the
nearest whole percent. Since 2004, the credit-enhanced percentage of our total mortgage portfolio has been rounded to the nearest whole percent.

Includes loans with a portion of the primary default risk retained by the lender or a third party who pledged collateral or agreed to accept losses on loans that default. In many cases, the lender’s or third party’s riskis limited to a specific level of losses at the time the credit enhancement becomes
effective. Also includes credit enhancement coverage, such as through STACR debt notes or other risk transfer transactions that were completed by the end of each period.
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TABLE 18+FREDDIE MAC CAPITAL

Soul
N/A
a

Minimum Capital Requirement Risk-Based Capital Requirement
End of
Period Risk-Based Core Capital/ Common Share
Regulatory Capital Risk-Based Capital ~Capital Surplus Market Core Capital/ ~ Total Assets plus  Dividend Payout
Core Capital>  Minimum Capital Surplus (Deficit): Total Capitals  Requiremente (Deficit)t (apitalization Total Assets"  Unconsolidated MBS! Ratel
() Requirement: () ©) ©) () ©) ) (%) (%) (%)
4Q19 (63,964) 19,123 (83,087) N/A N/A N/A 1,950 (2.90) (2.60) N/A
3Q19 (66,556) 18,817 (85,373) N/A N/A N/A 2,334 (3.07) (2.76) N/A
2Q19 (68,265) 18,433 (86,698) N/A N/A N/A 1,690 (3.21) (2.90) N/A
1Q19 (68,106) 18,127 (86,233) N/A N/A N/A 1,749 (3.5 (2.94) N/A
Annual Data
2019 (63,964) 19123 (83,087) N/A N/A N/A 1,950 (2.90) (2.60) N/A
2018 (68,036) 17,553 (85,589) N/A N/A N/A 689 (3.30) (2.99) N/A
2017 (73,037) 18,431 (91,468) N/A N/A N/A 1,638 (3.56) (3.30) N/A
2016 (67,717) 18,933 (86,650) N/A N/A N/A 2431 (3.35) (3.18) N/A
2015 (70,549) 19,687 (90,236) N/A N/A N/A 1,053 (3.55) (3.42) N/A
2014 (71,415) 20,090 (91,505) N/A N/A N/A 1,339 (3.67) (3.54) N/A
2013 (59,495) 21,404 (80,899) N/A N/A N/A 1,885 (3.03) (2.94) N/A
2012 (60,571) 22,063 (82,634) N/A N/A N/A 169 -3.04 -3.02 N/A
201 -64,322 24,405 -88,727 N/A N/A N/A 136 -3.00 -3.03 N/A
2010 -52,570 25,987 -78,557 N/A N/A N/A 195 -232 -237 N/A
2009 -23,774 28,352 -52,126 N/A N/A N/A 953 -2.82 -1.02 N/A
2008 -13,174 28,200 -41,374 N/A N/A N/A 473 -1.55 -0.58 N/M
2007 37,867 26,473 11,39% 40,929 14,102 26,827 22,018 4.77 1.74 N/M
2006 35,365 25,607 9,758 36,742 15,320 21,422 44,896 439 1.83 63.9
2005 35,043 24,791 10,252 36,781 11,282 25,499 45,269 435 1.97 56.4
2004 34,106 23,715 10,391 34,691 11,108 23,583 50,898 4.29 207 307
2003 32,416 23,362 9,054 33,436 5426 28,010 40,158 403 208 15.6
2002 28,990 22,339 6,651 24,222 4,743 19,479 40,590 3.85 1.96 6.2
2001 20,181 19,014 1067 Nolpeelbe ot Ao Aot Appcate 45473 3.15 156 189
2000 14,380 14,178 202 47,702 313 1.39 200
1999 12,692 12,287 405 32,713 3.28 137 20.1
1998 10,715 10,333 382 44,797 333 1.34 20.7
1997 7376 7,082 294 28,461 379 1.10 211
1996 6,743 6,517 226 19,161 3.88 1.04 213
1995 5829 5,584 245 14,932 4.25 0.98 211
1994 5,169 4,884 285 9,132 4.87 091 205
1993 4,437 3,782 655 9,005 5.29 0.85 216
1992 e oy e 870 oy B1
1991 8,247 216
1990 2,925 232
1989 4,024 243
rees: Feddie Mac and FHFA

=not applicable N/M = not meaningful

0On October 9, 2008, the Federal Housing Finance Agency (FHFA) suspended capital classifications of Freddie Mac. As of the fourth quarter of 2008, neither the existing statutory nor the FHFA-directed requlatory capital requirements were binding and will not be binding during conservatorship.

The sum of the stated value of outstanding common stock (common stock less treasury stock), the stated value of outstanding noncumulative perpetual preferred stock, paid-in capital, and retained earnings (accumulated deficit). Core capital excludes accumulated other comprehensive income (loss)
and senior preferred stock.

Beginning in the fourth quarter of 2003, FHFA directed Freddie Mac to maintain an additional 30 percent capital in excess of the statutory minimum capital requirement. On March 19, 2008, FHFA announced a reduction in the mandatory target capital surplus from 30 percent to 20 percent above the statutory
minimum capital requirements. The minimum capital requirement and minimum capital surplus (deficit) numbers stated in this table do not reflect the additional capital requirement. Minimum capital surplus (deficit) i the difference between core capital and the minimum capital requirement,

Total capital includes core capital and general reserves for mortgage and foreclosure losses.

The risk-based capital requirement is the amount of total capital an Enterprise must hold to absorb projected losses flowing from future adverse interest rate and credit risk conditions and is specified by the Federal Housing Enterprise Financial Safety and Soundness Act of 1992

The difference between total capital and risk-based capital requirement.

Stock price at the end of the period multiplied by the number of outstanding common shares,

Adoption of the changes in the accounting uidance related to transfers of financial assets and consolidation of variable interest entities changed presentation of total assets on the balance sheet. Financial results for 2010 and later are not directly comparable to years before 2010.

Includes unconsolidated MBS held by third parties. Before 2010, Freddie Mac MBS held by third parties were not consolidated.

Common dividends paid as a percentage of net income available to common stockholders. As a result of conservatorship and the Senior Preferred Stock Purchase Agreement with Treasury, no amounts are available to distribute as dividends to common or preferred stockholders (other than Treasury as
the holder of the Senior Preferred Stock).
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TABLE 19-FEDERAL HOME LOAN BANKS COMBINED STATEMENT OF INCOME

End of
Period

4019
3Q19
2019
1019

2019
2018
2017
2016
2015
2014
2013
2012
2011
2010
2009
2008
2007
2006
2005
2004
2003
2002
2001
2000
1999
1998
1997
1996
1995
1994
1993
1992
1991
1990

Net Interest
Income

(©)

Source: Federal Home Loan Bank System Office of Finance®

I Before 2000, the Federal Home Loan Banks charged a $300 million annual capital distribution to the Resolution Funding Corporation (REFCORP) directly to retained earnings,

2 The Federal Home Loan Banks made their final payment satisfying the REFCORP obligation on July 15, 2011 based on income earned in the second quarter of 2011

3 Financial data is from the FHLBanks'Office of Finance annual Combined Financial Report for each year lsted. Data may not reflect subsequent adjustments o restatements
Quarterly values are from quarterly Combined Financial Reports,

1,223
1,082
1,103
1,274

4,682
5,256
4481
3,835
3,548
3,522
3415
4,052
4,104
5234
5432
5243
4,516
4,293
4,207
4171
3,877
3,722
3,446
3313
2,534
2,116
1,772
1,584
1,401
1,230

954

736
1,051
1,510

Operating
Expenses

()

Assessment

)
338
303
300
27

Annual Data

1,228

Affordable Housing Program

REFCORP
Assessment 1.2

Not Applicable
Before 2000

Net
Income

()

892
689
709
900

3,190
3,562
3,376
3,408
2,856
2,245
2,527
2,606
1,593
2,081
1,855
1,206
2,827
2,612
2,525
1,9%
1,885
1,507
1,970
2,211
2,128
1,778
1,492
1,330
1,300
1,023

884

850
1,159
1,468



Appendix: Historical Data Tables
TABLE 20+ FEDERAL HOME LOAN BANKS COMBINED BALANCE SHEET

End of Advances
Period Total to Members Mortgage Mortgage-Related  Consolidated GAAP Capital Regulatory  Regulatory Capital/
Assets Outstanding Loans Held Securities Obligations Stock Retained Earnings Capital Total Assets
©) () () () () () () () (%)
4Q19 1,099,113 641,519 72,492 145,616 1,026,196 34,495 20,588 56,461 5.14
3Q19 1,085,878 658,756 69,417 145,336 1,010,778 35195 20,183 56,768 5.23
2Q19 1,122,006 689,384 66,545 145,413 1,048,181 36,661 20,017 57915 5.16
1Q19 1,082,456 671,382 64,076 144,052 1,009,588 35,785 19,849 56,669 5.24
Annual Data
2019 1,099,113 641,519 72,492 145,616 1,026,19 34,495 20,588 56,461 5.14
2018 1,102,850 728,767 62,534 142,991 1,029,525 38,498 19,504 59,064 5.36
2017 1,103,451 731,544 53,827 141,299 1,033,081 37,657 18,099 57,027 517
2016 1,056,712 705,225 48,476 138,650 988,742 36,234 16,330 54,318 5.14
2015 969,353 634,022 44,585 133,680 905,982 34,185 14,325 49,449 5.10
2014 913,343 570,726 43,563 139,180 848,334 33,705 13,244 49,577 543
2013 834,200 498,599 44,442 140,309 767,141 33,375 12,206 50,578 6.06
2012 762,454 425,750 49,425 138,522 692,138 33,535 10,524 50,989 6.69
2011 766,086 418,157 53,377 140,154 697,124 35,542 8,577 52,936 6.91
2010 878,109 478,589 61,191 146,881 800,998 4,735 7,552 57,356 6.53
2009 1,015,583 631,159 71,437 152,028 934,876 44,982 6,033 60,153 592
2008 1,349,053 928,638 87,361 169,170 1,258,267 49,551 2,936 59,625 442
2007 1,271,800 875,061 91,610 143,513 1,178,916 50,253 3,689 56,051 44
2006 1,016,469 640,681 97,974 130,228 934,214 42,001 3143 47,247 465
2005 997,389 619,860 105,240 122,328 915,901 42,043 2,600 46,102 462
2004 924,751 581,216 113,922 124,417 845,738 40,092 1,744 42,990 465
2003 822,418 514,037 113,438 97,867 740,721 37,703 1,098 38,801 4.72
2002 763,052 489,338 60,455 96,386 673,383 35,186 716 35,904 47
2001 696,254 472,540 27,641 86,730 621,003 33,288 749 34,039 489
2000 653,687 437,861 16,149 77,385 591,606 30,537 728 31,266 478
1999 583,212 395,747 2,026 62,531 525419 28,361 0654 29,019 498
1998 434,002 288,189 966 52,232 376,715 22,287 465 22,756 5.24
1997 348,575 202,265 37 47,072 304,493 18,833 34 19,180 5.50
1996 292,035 161,372 0 42,960 251,316 16,540 336 16,883 5.78
1995 272,661 132,264 0 38,029 231,417 14,850 366 15,213 558
1994 239,076 125,893 0 29,967 200,19 13,095 27 13373 5.59
1993 178,897 103,131 0 22,217 138,741 11,450 317 11,766 6.58
1992 162,134 79,884 0 20,123 114,652 10,102 429 10,531 6.50
1991 154,55 79,065 0 ol 108,149 10,200 495 ol ol
1990 165,742 117,103 0 118,437 11,104 521

Source: Federal Home Loan Bank System Office of Finance!
1 Financial data’s from the FHLBanks'Office of Finance annual Combined Financial Report for each year listed. Data may not reflect subsequent adjustments or restatements.
Quarterly items are from quarterly Combined Financial Reports.
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TABLE 271 - FEDERAL HOME LOAN BANKS NET INCOME

End of
Period Combining = System
Atlanta = Boston = Chicago = Cincinnati ~ Dallas = DesMoines  Indianapolis =~ NewYork  Pittsburgh =~ SanFrancisco = Seattle ~ Topeka = Adjustment = Total
4Q19 97 69 68 76 62 9% 48 129 81 113 = 52 M) 892
3Q19 76 32 79 63 53 80 26 101 70 61 - 49 M 689
2019 93 36 76 64 54 9% 35 108 68 49 = 31 0 709
1Q19 101 54 77 73 58 112 33 135 9 104 - 53 2 900
Annual Data
2019 367 191 300 276 227 384 142 473 317 327 - 185 1 3,190
2018 416 217 303 339 199 460 195 560 347 360 = 170 (4) 3,562
2017 349 190 317 314 150 518 156 479 340 376 - 197 (10) 3,376
2016 278 173 327 268 79 649 113 401 260 2 - 162 (14) 3,408
2015 301 289 349 249 67 131 121 415 257 638 (32) 93 (22) 2,856
2014 27 150 392 244 49 121 17 315 256 205 60 106 (41) 2,245
2013 338 212 343 261 88 110 218 305 148 308 61 119 16 2527
2012 270 207 375 235 81 m 143 361 130 491 Al 110 21 2,606
201 184 160 224 138 48 78 110 244 38 216 84 77 (8 1593
2010 278 107 366 164 105 133 111 276 8 399 21 34 79 2,081
2009 283 (187) (65) 268 148 146 120 571 (37) 515 (162) 237 18 1,855
2008 254 (116) (119) 236 79 127 184 259 19 461 (199) 28 (7 1,206
2007 445 198 m 269 130 101 122 323 237 652 n 150 18 2827
2006 414 196 188 253 122 89 118 285 216 542 26 136 27 2,612
2005 344 135 244 220 242 228 153 230 192 369 2 136 30 2525
2004 294 90 365 227 65 100 131 161 119 293 83 93 (27) 1,994
2003 207 92 437 7 13 135 134 46 69 323 144 88 (74) 1,885
2002 267 76 205 178 ¢ (50) 46 81 234 (27) 292 147 58 0 1,507
2001 162 13 164 189 114 74 104 285 85 425 178 77 0 1,970
2000 298 146 129 193 129 124 127 277 173 377 139 9 0 2,211
1999 282 137 131 173 109 132 125 244 184 332 165 90 24 2,128
1998 221 116 m 176 9 116 111 186 143 294 154 81 (30) 1,778
1997 192 103 9 135 87 110 98 144 110 249 129 65 (29) 1,492
1996 165 % 92 116 95 m 80 131 97 219 118 58 (48) 1,330
1995 159 92 73 9 9 103 74 136 82 200 87 50 63 1,300
1994 120 69 57 68 78 76 Al 126 58 196 75 45 (16) 1,024
1993 114 57 49 33 39 50 53 117 62 163 122 35 (12) 884
1992 124 52 51 4 26 47 59 141 58 131 93 33 ©) 850
1991 158 88 58 51 38 46 64 156 57 316 58 04 7 1,159

Source: Federal Home Loan Bank System Office of Finance
T Financial data is from the FHLBanks'Office of Finance annual Combined Financial Report for each yearisted. Data may not reflect subsequent adjustments or restatements.
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End of
Period

4Q19
3019
2019

1Q19

2019
2018
2017
2016
2015
2014
2013
2012
2011
2010
2009
2008
2007
2006
2005
2004
2003
2002
2001
2000
1999
1998
1997
1996
1995
1994
1993
1992

1991

Source: Federal Home Loan Bank System Office of Finance 1

Atlanta
97,167
102,466
101,776

90,929

97,167
108,462
102,440

99,077
104,168

99,644

89,588

87,503

86,971

89,258
114,580
165,856
142,867
101,476
101,265

95,867

88,149

82,244

71,818

58,249

45,216

33,561

23,128

16,774

13,920

14,526

11,340

9,301

8,861

Boston
34,596
38,540
37,097

32,152

8,504
7,208
5,038

5297

Chicago
50,508
57,629
51141

50,776

50,508
52,628
48,085
45,067
36,778
32,485
23,489
14,530
15,291
18,901
24148
38,140
30221
26,179
24901
24,192
26,443
24,945
21,902
18,462
17,167
14,899
10,369
10,252

8,282

6,675

4,380

2873

1,773

Cincinnati
47,370
46,358
42,869

54,880

47,370
54,822
69,918
69,882
73,292
70,406
65,270
53,944
28,424
30,181
35818
53916
53310
41,956
40,262
41,301
43,129
40,063
35223
31,935
28,134
17,873
14,722
10,882

8,287

7,140

4,274

2415

2,285

Dallas
3707
38,181
38,779

36,097

37
40,794
36,461
32,506
24,747
18,942
15,979
18,395
18,798
25,456
47,263
60,920
46,298
41,168
46,457
47,112
40,595
36,869
32,490
30,195
27,034
22,191
13,043
10,085

9,505

8,039
10,470

7322

4,634

Des Moines  Indianapolis

80,360 32,480
85,009 32,487
101,288 33,891
99,228 32,380
Annual Data

80,360 32,480
106,323 32,728
102,613 34,055
131,601 28,09
89,173 26,909
65,168 20,790
45,650 17,337
26,614 18,130
26,591 18,568
29,253 18,275
35720 22,443
41,897 31,249
40,412 26,770
21,855 22,282
22,283 25,814
27,175 25,231
23,272 28,925
23971 28,944
20,745 26,399
21,158 24,073
22,949 19,433
18,673 14,388
10,559 11,435
10,306 9,570
11,226 7,926
9,819 7,754
6,362 6,078
3314 5657
2,380 5426

New York
100,695
94,301
102,429

99,132

100,695
105,179
122,448
109,257
93,874
98,797
90,765
75,888
70,864
81,200
94,349
109,153
82,090
59,013
61,902
68,508
63923
68,926
60,962
52,39
44,409
31,517
19,601
16,486
15,454

14,509

Financial data is from the FHLBanks'Office of Finance annual Combined Financial Report for each year listed. Data may not reflect subsequent adjustments or restatements
Quarterly items are from quarterly Combined Financial Reports,

Appendix: Historical Data Tables

TABLE 22-FEDERAL HOME LOAN BANKS ADVANCES OUTSTANDING

Pittsburgh
65,610
70,326
81,827

75233

65,610
82,476
74,280
76,809
74,505
63,408
50,247
40,498
30,605
29,708
nan
62,153
68,798
49,335
47,493
38,980
34,662
29,251
2931
25,946
36,527
26,050
16,979
12,369

9,657

8,475

6,713

3,547

2,770

San Frandisco
65,374
62,826
67,189

70,262

65,374
73,434
77,382
49,845
50919
38,986
44,395
43,750
68,164
95,599
133,559
235,664
251,034
183,669
162,873
140,254
92,330
81,237
102,255
110,031
90,514
63,990
49,310
39,222
25,664
25383
23,847
23,110

24178

Seattle

Topeka
30,241
30,635
31,099

29,863

System Total
641,519
658,756
689,384

671,382

641,519
728,767
731,544
705,225
634,022
570,726
498,599
425,750
418,157
478,589
631,159
928,638
875,061
640,681
619,860
581,216
514,037
489,338
472,540
437,861
395,747
288,189
202,265
161,372
132,264
125,893
103,131

79,884

79,065
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TABLE 23+ FEDERAL HOME LOAN BANKS REGULATORY CAPITAL

Period Combining ~ System
Atlanta  Boston  Chicago  Cincinnati ~ Dallas  Des Moines Indianapolis ~ NewYork  Pittsburgh ~ SanFrancisco ~ Seattle  Topeka  Adjustment! Total
4Q19 742 3388 5807 4483 3,706 6,888 3412 7,585 4,725 6,605 - 2769 -49 56,461
3Q19 7,346 3,469 5892 4,678 3,675 7,009 3,354 7,237 5,025 6,441 - 2,646 -4 56,768
2Q19 7335 3429 5,664 4866 3,745 7,627 3316 7,595 5,286 6,502 - 2552 -2 57915
1Q19 6,880 3,260 5583 5113 3,560 75M 3,244 7,405 5074 6,586 - 2,455 -2 56,669
Annual Data
2019 7142 3,388 5,807 4,483 3,706 6,888 3412 7,585 4,725 6,605 - 2,769 -49 56,461
2018 7,597 3,956 5547 5,366 3,643 7,719 3,178 7,766 5327 6,522 = 2,442 1 59,064
2017 7157 3,628 5,051 5211 3,266 7,292 2,998 8316 4,822 6,797 - 2,486 3 57,027
2015 6956 3,507 4,688 522 231 5812 2377 6,875 4,427 5369 - 1863 32 49,449
2014 6,914 3613 4317 5019 1,928 4,213 2,344 6,682 3,879 6,356 2,659 1,605 48 49,577
2013 6,563 4297 3,703 5435 1782 3379 2379 6,594 3,648 7925 2958 1,824 90 50,578
2012 6,373 4,259 3,347 4,759 1,7% 2,694 2677 5714 3,806 10,750 2,987 1,752 77 50,989
201 7,258 4,251 4,527 3,845 1,765 2,684 2,515 5292 387 12,176 2,958 1,738 56 52936
2010 8,877 4,004 4,962 3,887 2,061 2,746 2,695 5304 4,419 13,640 2,871 1,826 64 57,356
2009 9185 3876 4,502 4151 2897 2,953 2,830 5874 4,415 14657 2848 1,980 -15 60,153
2008 8,942 3,658 4,327 4,399 3,530 3,174 2,701 6,112 4,157 13,539 2,687 2432 -3 59,625
2007 8080 3421 4343 3877 2,688 3125 2,368 5,025 4,295 13859 2660 2336 -26 56,051
2006 6,394 2,542 4,208 4,050 2,598 2315 2111 4,025 3,655 10,865 2,303 2,225 -44 47,247
2005 6,225 2675 4,507 4130 - 279% 2,346 2,349 3,900 3,289 9698 2268 1,99 -7 46,102
2004 5,681 2,240 4,793 4,002 2,846 2453 2132 4,005 2,791 7,959 2,166 2023 -101 42,990
2003 5030 2490 4,542 3737 2,666 2,226 1,961 3,765 2,344 5858 2456 1,800 74 38,801
2002 4,577 2323 3,296 3613 2421 1,889 1,935 4,296 1,824 5,687 2,382 1,601 0 35,904
2001 4,165 2,032 2,507 3,240 2,212 1,574 1,753 3,910 1,970 6,814 2,426 1,436 0 34,039
2000 3,649 1,905 1,701 2,841 2,166 1,773 1,581 3,747 2175 6,292 2,168 1,267 0 31,266
1999 3433 1,868 1,505 2407 1,862 2,264 1,446 3,093 2,416 5438 2098 1,190 0 29,019
1998 2427 1,530 1,299 1,952 1,570 1,526 1179 2326 1,827 4,435 1813 894 -24 22,756
1997 2,077 1344 1,159 1,694 1338 1320 1,090 1,881 1,440 3,545 1,495 91 6 19,180
1996 1,846 1,239 1,091 1377 1,150 1,245 903 1,616 1,230 3,150 1334 666 35 16,883
1995 1,615 1,201 Iz 1,128 1,168 1,217 799 1,531 1,030 2,719 1,148 632 8 15213
1994 1,488 1,091 749 %1 944 905 676 1,281 924 2627 1,09 612 20 13,373
1993 1423 927 648 692 914 652 584 1,251 740 2,440 934 526 36 11,766
1992 1333 843 564 563 661 515 548 1,181 566 2453 782 474 48 10,531
1991 1,367 807 525 517 645 450 515 1,234 492 2,924 652 514 53 10,695

Source: Federal Home Loan Bank System Office of Finance?

1 Combining adjustment for Federal Home Loan Bank System retained eamings reported by the Office of Finance

2 Financial data s from the FHLBanks'Office of Finance annual Combined Financial Report for each year listed. Data may not reflect subsequent adjustments or restatements,
Quarterly items are from quarterly Combined Financial Reports.
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TABLE 24-LOAN LIMITS

Appendix: Historical Data Tables

Single-Family Conforming Loan Limits:

Soul
a

a

Period One Unit Two Units Three Units Four Units
2020> 510,400-765,600 653,550-980,325 789,950-1,184,925 981,700-1,472,550
2019 484,350-726,525 620,200-930,300 749,650-1,124,475 931,600-1,397,400
20180 453,100-679,650 580,150-870,225 701,250-1,051,875 871,450-1,307,175
2017 424,100-636,150 543,000-814,500 656,350-984,525 815,650-1,223,475
2016° 417,000-625,500 533,850-800,775 645,300-967,950 801,950-1,202,925
20150 417,000-625,500 533,850-800,775 645,300-967,950 801,950-1,202,925
20140 417,000-625,500 533,850-800,775 645,300-967,950 801,950-1,202,925
20130 417,000-625,500 533,850-800,775 645,300-967,950 801,950-1,202,925
20120 417,000-625,500 533,850-800,775 645,300-967,950 801,950-1,202,925
2011¢ 417,000-729,750 533,850-934,200 645,300-1,129,250 801,950-1,403,400
20104 417,000-729,750 533,850-934,200 645,300-1,129,250 801,950-1,403,400
2009 417,000-729,750 533,850-934,200 645,300-1,129,250 801,950-1,403,400
2008 417,000-729,750 533,850-934,200 645,300-1,129,250 801,950-1,403,400
2007 417,000 533,850 645,300 801,950
2006 417,000 533,850 645,300 801,950
2005 359,650 460,400 556,500 691,600
2004 333,700 427,150 516,300 641,650
2003 322,700 413,100 499,300 620,500
2002 300,700 384,900 465,200 578,150
2001 275,000 351,950 425,400 528,700
2000 252,700 323,400 390,900 485,800
1999 240,000 307,100 371,200 461,350
1998 227,150 290,650 351,300 436,600
1997 214,600 274,550 331,850 412,450
1996 207,000 264,750 320,050 397,800
1995 203,150 259,850 314,100 390,400
1994 203,150 259,850 314,100 390,400
1993 203,150 259,850 314,100 390,400
1992 202,300 258,800 312,800 388,800
1991 191,250 244,650 295,650 367,500
5/1/1990 - 12/31/1990 187,450 239,750 289,750 360,150
1989 - 4/30/1990 187,600 239,950 290,000 360,450
1988 168,700 215,800 260,800 324,150
1987 153,100 195,850 236,650 294,150
1986 133,250 170,450 205,950 256,000
1985 115,300 147,500 178,200 221,500
1984 114,000 145,800 176,100 218,900
1983 108,300 138,500 167,200 207,900
1982 107,000 136,800 165,100 205,300
1981 98,500 126,000 152,000 189,000
1980 93,750 120,000 145,000 170,000
10/27/1977 - 1979 75,000 75,000 75,000 75,000
1975 -10/26/1977 55,000 55,000 55,000 55,000

rces: Department of Housing and Urban Development (HUD), Federal Housing Finance Agency, Freddie Mac
Conforming loan limits are 50 percent higher in Alaska, Hawaii, Guam, and the U.S. Virgin Islands.

Maximum loan limits for loans acquired between 2012 and 2020 were determined based on the formula established in the Housing and
Economic Recovery Act of 2008.

Public Law 111-242 set maximum loan limits for mortgages originated through September 30, 2011 at the higher of the limits established by the
Economic Stimulus Act of 2008 or those determined under a formula prescribed by the Housing and Economic Recovery Act of 2008. Loans originated
after September 30 were subject to the Housing and Economic Recovery Act limits, which had a ceiling of $625,5001n the contiguous U.S.

d

I

Public Law 111-242 set maximum loan limits for mortgages originated in 2010 at the higher of the limits established by the Economic Stimulus
Act of 2008 or those determined under a formula prescribed by the Housing and Economic Recovery Act of 2008. For all areas, the resulting 2010

limits were the same as those in effect for 2009.

Loan limits for mortgages originated in 2009 were initially set under provisions of the Housing and Economic Recovery Act of 2008, which allowed
for high-cost area limits of up to $625,500. In February 2009, however, the American Recovery and Reinvestment Act of 2009 restored the
$729,750 maximumn loan limit for mortgages originated in 2009.

The Economic Stimulus Act of 2008 allowed Fannie Mae and Freddie Mac to raise the conforming loan limits in certain high-cost areas to a maximum
of $729,750 for one-unit homes in the continental United States. Higher limits applied to two-, three-, and four-unit homes. Alaska, Hawaii, Guam,
and the Virgin Islands have higher maximum limits. The limits applied to loans originated between July 1, 2007, and December 31, 2008.

FHA Single-Family Insurable Limits

Period One Unit Two Units Three Units Four Units

Low-Cost Area Max - High-Cost Area Max - Low-Cost Area Max - High-Cost Area Max - Low-Cost Area Max - High-Cost Area Max - Low-Cost Area Max - High-Cost Area Max
2020 331,760 765,600 424,800 980,325 513,450 1,184,925 638,100 1,472,550
2019 314,827 726,525 403,125 930,300 487,250 1,124,475 605,525 1,397,400
2018: 294,515 679,650 377,075 870,225 455,800 1,051,875 566,425 1,307,175
2017 275,665 636,150 352,950 814,500 426,625 984,525 530,150 1,223,475
2016 271,050 625,500 347,000 800,775 419,425 967,950 521,250 1,202,925
2015 271,050 625,500 347,000 800,775 419,425 967,950 521,250 1,202,925
2014 271,050 625,500 347,000 800,775 419,425 967,950 521,250 1,202,925
20130 271,050 729,750 347,000 934,200 419,425 1,129,250 521,250 1,403,400
20120 271,050 729,750 347,000 934,200 419,400 1,129,250 521,250 1,403,400
20110 271,050 729,750 347,000 934,200 419,400 1,129,250 521,250 1,403,400
2010¢ 271,050 729,750 347,000 934,200 419,400 1,129,250 521,250 1,403,400
2009 271,050 729,750 347,000 934,200 419,400 1,129,250 521,250 1,403,400
2008¢ 271,050 729,750 347,000 934,200 419,400 1,129,250 521,250 1,403,400
2007 200,160 362,790 256,248 464,449 309,744 561,411 384,936 697,696
2006 200,160 362,790 256,248 464,449 309,744 561,411 384,936 697,696
2005 172,632 312,895 220,992 400,548 267,120 484,155 331,968 601,692
2004 160,176 290,319 205,032 371,621 247,824 449,181 307,992 558,236
2003 154,896 280,749 198,288 359,397 239,664 434,391 297,840 539,835
2002 144,336 261,609 184,752 334,863 223,296 404,724 277,512 502,990
2001 132,000 239,250 168,936 306,196 204,192 370,098 253,776 459,969
2000 121,296 219,849 155,232 281,358 187,632 340,083 233,184 422,646
1999 115,200 208,800 147,408 267,177 178,176 322,944 221,448 401,375
1998 109,032 197,621 139,512 252,866 168,624 305,631 209,568 379,842
1997 81,546 170,362 104,310 205,875 126,103 248,888 156,731 309,338

HUD loan limit authority given by Congress in the Economic Stimulus Action of 2008 and extended by the Consolidated and Further Continuing
Appropriations Act of 2012 (PL. 112-55) expired at the end of December 2013. The Federal Housing Administration single-family loans limits for
2014 were established using the permanent authority under section 203(b)(2) of the National Housing Act, as amended by the Housing Economic
Recovery Act of 2008. This shift in legal authority resulted in changes in loan limits for 2014 and beyond.

Public Law 111-242 set the maximum loan limits for mortgages with credit approvals issued in Fiscal Year 2011 (October 1, 2010 - September
30,2011) at the higher of the limits established by the Economic Stimulus Act of 2008 and those determined under a formula prescribed by

the Housing and Economic Recovery Act of 2008. The maximum limit for loans with case numbers assigned between November 18, 2011 and
December 31, 2013 were set pursuant to Public Law 112-55 at the higher of the limits established by the Economic Stimulus Act of 2008 and those
determined under a formula prescribed by the Housing and Economic Recovery Act of 2008.

q

e

Public Law 111-88 set maximum loan limits for mortgages with credit approvals issued in 2010 at the higher of the limits established by the
Economic Stimulus Act of 2008 or those determined under a formula prescribed by the Housing and Economic Recovery Act of 2008. For all areas,
the resulting 2010 limits were the same as those in effect for 2009.

Loan limits for mortgages with credit approvals issued in 2009 were initially set under provisions of the Housing and Economic Recovery Act of

2008, which allowed for high-cost area limits of up to $625,500. In February 2009, however, the American Recovery and Reinvestment Act of 2009

restored the $729,750 maximum loan limit for mortgages with credit approvals issued in 2009.

The Economic Stimulus Act of 2008 allowed the Federal Housing Administration to increase the single-family insurable limits to a maximum of
$§729,750 for one-unit homes in the continental United States. Higher limits applied to two-, three-, and four-unit homes. Alaska, Hawaii, Guam,
and the Virgin Islands have higher maximum limits. The limits applied to loans with credit approvals issued between July 1, 2007, and
December 31, 2008,
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TABLE 25-MORTGAGE INTEREST RATES

Period Conventional Conventional
30-Year Fixed-Rate One-Year Adjustable-Rate Fixed-Rate Adjustable-Rate
(%) (%) (%) (%)
4Q19 37 3.1 Discontinued* N/A
3019 36 31 Discontinued* N/A
2019 37 33 Discontinued* N/A
1Q19 41 34 46 N/A
Annual Data
2019 37 31 Discontinued* N/A
2018 46 35 4.7 N/A
2017 40 29 4.1 N/A
2016 43 28 40 N/A
2015 40 2.7 40 N/A
2014 38 24 43 N/A
2013 45 26 41 N/A
2012 34 26 47 N/A
201 40 28 48 N/A
2010 49 33 49 N/A
2009 5.1 43 52 N/A
2008 5.1 50 6.2 58
2007 6.2 55 6.5 6.3
2006 6.2 55 6.7 6.4
2005 6.2 52 6.1 55
2004 58 4.2 6.0 5.2
2003 58 3.7 59 50
2002 59 40 6.7 5.7
2001 7.2 53 7.1 6.4
2000 7.1 6.9 83 7.1
1999 8.1 6.6 74 6.5
1998 6.8 5.6 72 6.5
1997 7.0 55 79 6.9
1996 76 5.6 8.0 7.
1995 7.1 56 8.2 7.1
1994 9.2 6.8 82 0.4
1993 71 42 7.5 5.7
1992 8.1 54 85 0.6
1991 8.4 6.0 9.7 83
1990 9.7 79 104 9.2
1989 98 84 10.5 9.4
1988 108 8.5 104 8.5
1987 10.6 80 9.9 85
1986 93 76 10.5 9.4
1985 1.1 9.2 124 109
1984 131 109 132 120
1983 134 Not Available Before 1984 13.0 123
1982 13.6 Not Available Before 1983 Not Available Before 1983
1981 17.0
1980 15.0
1979 129
1978 104
1977 9.0
1976 88
1975 9.1
1974 9.6
1973 8.6
1972 75
1971 Not Available Before 1972

Sources: Freddie Mac for average commitment rates; Federal Housing Finance Agency for effective rates
N/A = not available
*Data at end of period as reported by Bloomberg
132 | Discontinued*: FHFA's Monthly Interest Rate Survey was discontinued following the May 2019 release. See the Research and Publication section for more.



TABLE 26 -HOUSING MARKET ACTMITY

Housing Starts

Period

4Q19
3Q19
2019
1019

2019
2018
2017
2016
2015
2014
2013
2012
2011
2010
2009
2008
2007
2006
2005
2004
2003
2002
2001
2000
1999
1998
1997
1996
1995
1994
1993
1992
1991
1990
1989
1988
1987
1986
1985
1984
1983
1982
1981
1980
1979
1978
1977
1976
1975
1974
1973
1972
1971

One- to Four-Unit
Housing Starts

1,095
913
875
838

1,095
835
849
815
767
748
676
632
545
438
497
m
816

1,299

1,659

1,761

1,676

474

302

1265

401

439

21

105

197

188

338

110

1,402
1427

(units in thousands)

Multifamily Housing
Starts
531
353
358
361
Annual Data

531
307
361
453
37
333
334
344
149
101

84
149
21
350
335
281
381
314
266
267
307
353
355
265
234
267
195
"7

90
203
292
370
315
495
733
399
547
360
271
41
374
463
465
388
219
176
618
964
868

Total Housing
Starts

Sources: U.S. Census Bureau for housing starts and sales of new one- to four-unit properties; National Association of Realtors for sales of existing one- to four-unit properties.

N/A =notavailable
Seasonally adjusted annual rates.
4 Components may not add to totals due to rounding

Appendix: Historical Data Tables

1,626
1,266
1,233
1,199

1,626
1,142
1,210
1,268
1,138
1,081
1,010

976

694

539

581

560
1,037
1,649
1,99
2,042
2,057
1,788
1,568
1,532
1,708
1,792
1,566
1,370
1431
1,455
1533
1,227
1,079

969
1,251
1,563
1,400
1833
1,942
1,612
1,688
1,303

910
1,482
1,498
2,044
2,142
1,804
1321

975
1,526
2,366
2,295

**Data at end of period as reported by Bloomberg. Historical values in this table are subject to revision and therefore may not match values for the same period in previous Annual Reports to Congress.

Home Sales
(units in thousands)

Sales of New One-
to Four-Unit Homes

708
725
729
693

708
564
656
560
545
497
433
399
341
326
352
377
619
998
,239
242
129
,048
979
983
873
949
793
805
709
629
812
650
558
464
630
658
595
784
721
597
773
521
457
532
559
805
835
767
669
a7
519
772
689

Sales of Existing One-

to Four-Unit Homes
5,530
5410
5,320
5230

5,540
5,000
5,570
5,520
5,440
5,090
4,860
4890
4350
4,270
4,400
4,010
4410
6,400
6,840
6,890
6,490
5,970
5,490
5,100
5,080
Not Available
Before 1999
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TABLE 27 - WEIGHTED REPEAT SALES HOUSE PRICE INDEX (ANNUAL DATA)

Period

4019
3Q19
2019
1019

2019
2018
2017
2016
2015
2014
2013
2012
2011
2010
2009
2008
2007
2006
2005
2004
2003
2002
2001
2000
1999
1998
1997
1996
1995
1994
1993
1992
1991
1990
1989
1988
1987
1986
1985
1984
1983
1982
1981
1980
1979
1978
1977
1976

USA

1.26
1.21
1.15
137

509
595
6.56
6.07
558
475
6.93
493
(246
(3.99
(252
(10.15
(2.66
291
10.22
10.17
7.84
7.64
6.73
6.95
6.16
570
333
281
276
2.88
277
275
312
1.18
5.60
5.62
540
1.21
571
465
429
281
421
6.62
1232
13.27
14.69
8.27

Source: Federal Housing Finance Agency
@ Percentage changes based on FHFA's purchase-only index for 1992 through 2019 and all-transactions index for prior years. Annual data are measured based on fourth quarter to fourth quarter percentage change. Quarterly data for 2019 reflect

changes over the previous four quarters. Because quarterly index estimates are subject to revision, the historical values in this table may not exactly match values for the same period in previous Annual Reports to Congress,

Regional Divisions

New England
0.80
136
084
0.86

Mid-Atlantic

1.50
0.96
0.78
1.3

454
493
529
4.07
251
204
283
1.29
3.80
1.72
1.90
530
0.01
246
993
1230
10.93
11.63
9.43
8.34
6.82
482
205
092
0.11
(0.70)
0.05
1.80
1.56
(2.50)
253
6.68
15.94
17.55
13.57
11.17
10.86
6.84
227
8.61
15.83
468
12.50
(1.26)

New England: Connecticut, Maine, Massachusetts, New Hampshire, Rhode Island, Vermont

Mid-Atlantic: New Jersey, New York, Pennsylvania

South Atlantic
1.66
1.14
1.21
173

South Atlantic: Washington, D.C., Delaware, Florida, Georgia, Maryland, North Carolina, South Carolina, Virginia, West Virginia
East North Central: llinois, Indiana, Michigan, Ohio, Wisconsin
West North Central: lowa, Kansas, Minnesota, Missouri, Nebraska, North Dakota, South Dakota
East South Central: Alabama, Kentucky, Mississippi, Tennessee
West South Central: Arkansas, Louisiana, Oklahoma, Texas

Mountain: Arizona, Colorado, Idaho, Montana, Nevada, New Mexico, Utah, Wyoming

Pacific: Alaska, California, Hawaii, Oregon, Washington

East North
Central

1.02
1.26
1.09
1.55

Annual Data

5.00
6.14
592
579
418
4.26
5.65
271
(257)
3.11)
(2.26)
(7.92)
(353)
(0.07)
340
4.28
4.65
449
474
514
51
4.88
337
450
499
490
467
470
472
3.80
592
6.43
7.63
7.18
4.80
283
481
(4.44)
202
203
793
15.23
14.83
7.56

West North
Central

m
1.24
0.94
1.21

2.69
235
377
3.68
351
439
1.75
0.61
3.84
10.43
13.58
15.85
793

East South
Central

145

113

121

1.61

552
6.25
5.69
5.05
464
337

599
744
5.3
4.05
335
322
282
381
476
283
3.9
479
513
47
401
4.04
041
277
236
334
539
5.55
435
295
570
0.11
480
8.46
11.14
1130
6.12

West South
Central

0.87
1.10
1.05
1.22

431
467
6.34
5.60
594
582
533
480
0.80
(2.27)
0.88
(2.09)
3.24
6.16
6.77
438
3.0
3.60
399
5.55
548
558
3.07
242
313
322
469
383
398
0.47
248
1.90)
8.24)
0.08)
1.64)
0.09
1.67
538
10.51
8.22
14.74
16.63
1442
9.54

Mountain
1.36
1.81
1.64
1.74

Pacific
1.3
1.21
1.44
0.83
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