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Fannie Mae announces Year 2001 Benchmark
Securities™ issuance calendar

Fannie Mae announced its Benchmark Securities issuance
calendar for the year 2001 in September. The calendar for
2001 builds on the strengths of the calendar in operation for
the current year. The calendar is designed to assist investors
and other market participants in incorporating Fannie Mae'’s
noncallable Benchmark Notes and Bonds into their ongoing
investing, trading, hedging and financing strategies. The 2001
issuance calendar is displayed in Figure 1 and can also be
accessed from Fannie Mae’s website www.fanniemae.com.

Key Features of new calendar

Fannie Mae’s core maturity Benchmark Notes® issues of five-
and ten-years will be offered six times in 2001, each structure
in alternate months. Two- or three-year maturity issues will
also be offered six times in the year, and thirty-year Bench-
mark Bonds®™ will be offered quarterly. Fannie Mae has
continued its practice of providing announcement, pricing and
settlement dates as part of its calendar announcement. We
have received overwhelmingly positive feedback about this
feature of our calendar from investors with respect to the
clarity that results in terms of our issuance intentions, and
the convenience it affords them in making and executing
investment plans and strategies. Announcement will occur in
the latter part of the week, on Wednesday, Thursday or
Friday. Pricing typically follows four business days later, and
the issues typically settle in two business days (with the only
exceptions being February and September when there will be
only one business day between pricing and settlement).

Generally, in 2001 Fannie Mae will issue Benchmark Securi-
ties in the latter part of each calendar month. Investors will
benefit from this as they will be able to buy our bullet Bench-
mark Securities unhampered by competing supply of similar
offerings by other agency issuers at the same time. Relative to
the year 2000 calendar, the marketing period has typically
been shortened by one day to four business days between
announcement and pricing. On the announcement date,
Fannie Mae will provide the market with an indication of the
anticipated size of the transaction. The final sizing of a
transaction will be decided and announced the day before the
pricing date of the transaction. The decision about final size
will be determined by taking into account the level of market
demand for the transaction, as this becomes evident during
the marketing period between the announcement date and the
pricing date, expected secondary market performance, as well
as portfolio needs for this particular maturity.

Year 2001 Noncallable Benchmark Bills,
Notes and Bonds Calendar.*

January February March April May June
[A p s][aA P s][a P s][a P s|][a P s][a P s]
3/6-mo bill  Weekly Auction ~ Weekly Auction ~ Weekly Auction ~ Weekly Auction ~ Weekly Auction  Weekly Auction
l-yearbill  Biweekly Auction  Biweekly Auction  Biweekly Auction  Biweekly Auction  Biweekly Auction  Biweekly Auction
2/3-year 14th 22nd 23rd  16th 22nd 26th 17th 23rd 25th
5-year 14th 22nd 23rd 18th 24th 26th 14th 20th 22nd
10-year 11th 18th 22nd 16th 22nd 26th 17th 23rd 25th
30-year 11th 18th 22nd 18th 24th 26th
July August September October November December
[Ap s][aA P s][aA P s][a p s][a P s][a P s]

3/6-mo bill
1-year bill
2/3-year
5-year
10-year
30-year

Weekly Auction
Biweekly Auction

12th 18th 20th
12th 18th 20th

Weekly Auction
Biweekly Auction
17th 23rd 27th
17th 23rd 27th

Weekly Auction  WeeKly Auction
Biweekly Auction

21st 27th 28th

Biweekly Auction

17th 23rd 25th
21st 27th 28th
17th 23rd 25th

Weekly Auction
Biweekly Auction
14th 20th 23rd

14th 20th 23rd

Weekly Auction
Biweekly Auction

14th 20th 24th

A = Announcement Date P = Pricing Date S = Settlement Date

* Scheduled issuance of a specific Benchmark Note/Bond maturity in a given month is
defined by the issue’s settlement date.

Minimum new issue size for Benchmark Notes (2 years - 10 years in maturity) is $4.0
billion.

Minimum new issue size for Benchmark Bonds (maturities greater than 10 years) is $2.0
billion.

3- and 6-month Benchmark Bills are auctioned on a weekly basis, and the 1-year
Benchmark Bills are auctioned on a biweekly basis. Fannie Mae announces the amount
of the 3-month, 6-month, and, in relevant weeks, the 1-year Benchmark Bills on each
Tuesday. The Dutch auctions are conducted on Wednesday and the issues settle, cash or
regular. If one of the given days is a holiday, a new schedule will be announced on
Tuesday of the prior week.

Figure 1

Whether a specific sale will involve a new issue or the
reopening of a previous issue will be decided by Fannie Mae
based on feedback from dealers on the comments of investors,
as well as by our desire to enhance the liquidity of previously
issued structures. The decision as to reopening or bringing a
new issue will be specified on the announcement date of the
sale. Minimum sizes for new issues will be $4 billion for two-
to ten-year maturities, and $2 billion for thirty-year maturi-
ties. The target size for new issues will be $6-10 billion for
two- to ten-year transactions and $4-6 billion for thirty-year
transactions.

Elimination of seven-year maturity

from 2001 calendar

Fannie Mae has decided not to continue issuing in the seven-
year year maturity as part of its regular Benchmark calendar
in 2001. Investors do appreciate being able to buy securities in

continued

Copyright ©2000 by Fannie Mae. No part of this document may be duplicated, reproduced, distributed or displayed in public in any manner or by any means
without the written permission of Fannie Mae. This document is for the private information of dealers in Fannie Mae securities (“Dealers”) and qualified sophisti-
cated institutional investors. Fannie Mae does not intend to solicit and is not soliciting any action with respect to any Fannie Mae security based upon this
document. This document does not constitute, and under no circumstances should it be used as, or considered to be, an offer to sell or a solicitation of an offer to
buy the securities or other instruments mentioned herein or derived from such securities or instruments. Fannie Mae expects Dealers to make every effort to assist
investors to consider and understand the risks of the securities or instruments mentioned herein. The securities or other instruments mentioned in this document
may not be eligible for sale in certain jurisdictions or to certain persons and may not be suitable for all types of investors. Opinions and estimates expressed herein
constitute our present judgment and are subject to change without notice. Such opinions or estimates should not be construed as either projections or predictions of
value, performance or results; nor as legal, tax, financial, or accounting advice. (See back cover.)




the seven-year maturity range. However, at this time, because
of Fannie Mae’s steady and programmatic issuance in the ten-
year maturity since 1998, a number of large, liquid issues in
the seven- to eight-year range provide investors the opportu-
nity to invest in these maturities. As a result, Fannie Mae has
felt able to do away with offering new issues of Benchmark
Securities in the seven-year sector in 2001.

Clarity of calendar provides support for the repo
market and agency futures

The clarity provided by the new calendar will continue to lend
support to the development and enhancement of the repo
market for Fannie Mae's Benchmark Securities. Repo traders
will be assured of the minimum period of time for which a
given issue will not be increased in size by a reopening. As in
the year 2000, when pricing repo transactions past the next
issuance date for a given maturity, repo traders can be
expected to make their best judgments as to whether the next
issuance will be a reopening or new issue. This clarity will
give repo market participants confidence in their ability to
price and structure repo transactions. Repo financing for on-
the-run Benchmark Securities can become quite attractive at
times for investors, with repo rates for these securities often
falling well below the repo rates for general Treasury collat-
eral. The repo market will in turn continue to enhance and

support secondary market liquidity and boost trading and
hedging volumes in Fannie Mae’s Benchmark Securities. The
volume of term repo transactions in large agency issues
continues to be concentrated in Fannie Mae Benchmark Notes.
The regularity of issuance in the ten-year maturity range will
provide predictability to the supply of deliverable issues for
the agency futures contract.

Consistent issuance across maturity spectrum
enhances liquidity and uses of Benchmark
Securities

With its announcement of the year 2001 calendar, Fannie Mae
is consolidating its pattern of consistent and predictable
issuance across the maturity spectrum. Investors should
benefit from the higher liquidity and price transparency of our
Benchmark Securities in the primary and secondary markets.
The liquidity of Benchmark Securities should continue to
enhance their use as pricing references for other primary and
secondary fixed income transactions. Also, the development of
the repo and futures markets for our Benchmark Securities
will work in tandem to continue to enhance and enrich the
secondary market for the cash securities themselves. Finally,
market participants will be able to use the Benchmark
Securities yield curve for analytical and historical studies and
as reference points for historical market performance.

The agency futures contract finds favor as a spread
and rate hedging instrument

In the six months since the launch of the ten-year agency
futures contract at the Chicago Board of Trade (CBOT), the
contract has been the most successful of all financial futures
contracts launched at the CBOT in terms of volume and open
interest. As of October 4, the open interest in the December
contract totaled 41,639 contracts, with combined interest in
the September and December contracts having breached the
50,000 level earlier in September. These are key open interest
thresholds for many futures market participants, and we
expect many of these participants to increase their involve-
ment in the contract as a result of the wider acceptance of the
contract. The successful delivery and roll cycles experienced in
these contracts in June and September have enhanced the
perceived and actual viability of these contracts.

Agency futures facilitate triangulated trading
among agencies, Treasuries and swaps

The futures contract has appealed to dealers and investors as
a way to hedge securities positions and manage spread risk.
Market professionals, including agency traders, trade the
agency contract relative to cash agency securities, such as
Fannie Mae’s Benchmark Securities, in order to arbitrage
mispricings between cash and futures. The active repo market
in Fannie Mae’s Benchmark Securities greatly aids this
arbitrage trading, by enabling market participants to take
leveraged long and short positions in cash securities relative
to opposite positions in futures. Market participants trade the
agency futures contract relative to Treasuries, the so-called
TAG spread, as a way to arbitrage or trade the agency-
Treasury yield spread. The agency futures contract is traded
relative to interest rate swaps, MBS and corporate bonds as a
way to manage and hedge spread risk. A triangulated trading
relationship has emerged between Treasuries, agencies and
swaps as participants watch the relationships between these
three liquid sectors of the US fixed income market. This has
helped the agency market and the fixed income market in the
US become more transparent and helps clarify, by accentuat-
ing, the relative valuations of these major sectors.

Hedging and trading relationships

The agency futures contract is most frequently traded relative
to the Treasury futures contract. The TAG spread is the
vehicle for such trades, in which one buys the TAG (buy
Treasury futures, selling agency) to profit from a widening in
agency yield spreads to Treasuries, and sells the TAG (sell
Treasury, buying agency) to benefit from a narrowing of
agency spreads to Treasuries. A large share of the trading in
agency futures is done through the TAG spread, indicating
that market participants continue to recognize the importance
of agency futures as a spread hedging and trading vehicle.
Figure 2 depicts the TAG spread relative to the cash yield
spread of the on-the-run ten-year Benchmark Note over
Treasuries. The close correlation is generally evident, except
in August when the yield spread relationship experienced a
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Figure 2

continued






