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MD&A | Introduction

PART I-FINANCIAL INFORMATION

Item 2. Management’s Discussion and Analysis of Financial
Condition and Results of Operations

We have been under conservatorship, with the Federal Housing Finance Agency (“FHFA”) acting as conservator, since
September 6, 2008. As conservator, FHFA succeeded to all rights, titles, powers and privileges of the company, and of any
shareholder, officer or director of the company with respect to the company and its assets. The conservator has since
provided for the exercise of certain functions and authorities by our Board of Directors. Our directors owe their fiduciary
duties of care and loyalty solely to the conservator. Thus, while we are in conservatorship, the Board has no fiduciary
duties to the company or its stockholders.

We do not know when or how the conservatorship will terminate, what further changes to our business will be made
during or following conservatorship, what form we will have and what ownership interest, if any, our current common and
preferred stockholders will hold in us after the conservatorship is terminated or whether we will continue to exist following
conservatorship. Members of Congress and the Administration continue to express the importance of housing finance
system reform.

We are not currently permitted to pay dividends or other distributions to stockholders. Our agreements with the U.S.
Department of the Treasury (“Treasury”) include a commitment from Treasury to provide us with funds to maintain a
positive net worth under specified conditions; however, the U.S. government does not guarantee our securities or other
obligations. Our agreements with Treasury also include covenants that significantly restrict our business activities. For
additional information on the conservatorship, the uncertainty of our future, and our agreements with Treasury, see
“Business—Conservatorship, Treasury Agreements and Housing Finance Reform” and “Risk Factors—GSE and
Conservatorship Risk” in our Form 10-K for the year ended December 31, 2021 (“2021 Form 10-K”).

You should read this Management’s Discussion and Analysis of Financial Condition and Results of Operations
(“MD&A”) in conjunction with our unaudited condensed consolidated financial statements and related notes in this report
and the more detailed information in our 2021 Form 10-K. You can find a “Glossary of Terms Used in This Report” in
our 2021 Form 10-K.

Forward-looking statements in this report are based on management’s current expectations and are subject to
significant uncertainties and changes in circumstances, as we describe in “Forward-Looking Statements.” Future events
and our future results may differ materially from those reflected in our forward-looking statements due to a variety of
factors, including those discussed in “Risk Factors” and elsewhere in this report and in our 2021 Form 10-K.

Introduction

Fannie Mae is a leading source of financing for mortgages in the United States, with $4.3 trillion in assets as of
September 30, 2022. Organized as a government-sponsored entity, Fannie Mae is a shareholder-owned corporation.
Our charter is an act of Congress, which establishes that our purposes are to provide liquidity and stability to the
residential mortgage market and to promote access to mortgage credit. We were initially established in 1938.

Our revenues are primarily driven by guaranty fees we receive for assuming the credit risk on loans underlying the
mortgage-backed securities we issue. We do not originate loans or lend money directly to borrowers. Rather, we work
primarily with lenders who originate loans to borrowers. We securitize those loans into Fannie Mae mortgage-backed
securities that we guarantee (which we refer to as Fannie Mae MBS or our MBS).

Effectively managing credit risk is key to our business. In exchange for assuming credit risk on the loans we acquire, we
receive guaranty fees. These fees take into account the credit risk characteristics of the loans we acquire. Guaranty
fees are set at the time we acquire loans and do not change over the life of the loan. How long a loan remains in our
guaranty book is heavily dependent on interest rates. When interest rates decrease, a larger portion of our book of
business turns over as more loans refinance. On the other hand, as interest rates increase, fewer loans refinance and
our book turns over more slowly. Since guaranty fees are set at the time a loan is originated, the impact of any change
in guaranty fees on future revenues depends on the rates at which loans in our book of business turn over and new
loans are added.

Fannie Mae Third Quarter 2022 Form 10-Q 1



MDG&A | Executive Summary

Executive Summary

Summary of Our Financial Performance

Quarterly Condensed Consolidated Results
(Dollars in billions)

$7.1 $7.2
$4.8 $4.8
$2.4 $2.4
Q3 2021 Q3 2022
B Netrevenues Net income I Comprehensive income

*  Net revenues increased $146 million in the third quarter of 2022 compared with the third quarter of 2021,
primarily due to:

o higher income from portfolios, primarily due to higher yields on assets in our other investments
portfolio as a result of increases in interest rates; and

o higher base guaranty fee income due to an increase in the size of our guaranty book of business and
higher average charged guaranty fees.

These increases were partially offset by lower net amortization income as a result of a higher interest rate
environment in the third quarter of 2022, which slowed refinancing activity driving lower prepayment volumes
compared with the third quarter of 2021.

«  Net income decreased $2.4 billion for the third quarter of 2022 compared with the third quarter of 2021, driven
primarily by shifts to credit-related expense and investment losses in the third quarter of 2022 from credit-
related income and investment gains in the third quarter of 2021.

o Credit-related expense in the third quarter of 2022 was primarily driven by decreases in actual and
forecasted home prices.

o The shift from investment gains in the third quarter of 2021 to investment losses in the third quarter of
2022 was primarily driven by a significant decrease in the volume of single-family loan sales coupled
with lower loan sale prices in the third quarter of 2022.

»  Net worth increased to $58.8 billion as of September 30, 2022 from $56.4 billion as of June 30, 2022. The
increase is attributable to $2.4 billion of comprehensive income for the third quarter of 2022.

Fannie Mae Third Quarter 2022 Form 10-Q 2
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Year-to-Date Condensed Consolidated Results
(Dollars in billions)

$22.3 $22.6

YTD 2021 YTD 2022

[ | Net revenues Net income B Comprehensive income

*  Net revenues increased $299 million in the first nine months of 2022 compared with the first nine months of
2021, primarily due to:

o higher base guaranty fee income due to an increase in the size of our guaranty book of business and
higher average charged guaranty fees; and

o higher income from portfolios, primarily due to higher yields on assets in our other investments
portfolio as a result of increases in interest rates as well as a decrease in interest expense on our
funding debt due to a decrease in the average outstanding balance.

These increases were partially offset by lower net amortization income as a result of a higher interest rate
environment in the first nine months of 2022, which slowed refinancing activity driving lower prepayment
volumes compared with the first nine months of 2021.

*  Netincome decreased $5.5 billion in the first nine months of 2022 compared with the first nine months of 2021,
primarily driven by shifts to credit-related expense and investment losses in the first nine months of 2022 from
credit-related income and investment gains in the first nine months of 2021, partially offset by higher fair value
gains.

o Credit-related expense in the first nine months of 2022 was primarily driven by decreases in actual and
forecasted home prices in the third quarter of 2022, higher actual and projected interest rates, and
provision relating to newly acquired loans. These factors were partially offset by the benefit from actual
and forecasted home price growth in the first and second quarters of 2022.

o The shift from investment gains in the first nine months of 2021 to investment losses in the first nine
months of 2022 was primarily driven by a significant decrease in the volume of single-family loan sales
coupled with lower loan sale prices in 2022.

o Fair value gains in the first nine months of 2022 were primarily driven by the impact of rising interest
rates and widening of the secondary spread on the fair value of our mortgage commitment derivatives
and long-term debt of consolidated trusts held at fair value, partially offset by fair value losses on fixed-
rate trading securities.

»  Net worth increased to $58.8 billion as of September 30, 2022 from $47.4 billion as of December 31, 2021. The
increase is attributable to $11.5 billion of comprehensive income for the first nine months of 2022.

See “Consolidated Results of Operations” for more information on our financial results for the third quarter and first nine
months of 2022 compared with the third quarter and first nine months of 2021.

Fannie Mae Third Quarter 2022 Form 10-Q 3
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Financial Performance Outlook

Given the amount of credit-related expense we recognized in the first nine months of 2022, we expect significant credit-
related expense in 2022 compared with significant credit-related income in 2021. We also expect much lower
amortization income in 2022 compared with 2021, driven by significantly less refinancing activity in 2022 due to a higher
mortgage interest-rate environment; however, we expect this decline in amortization income to be largely offset by
increases in interest income from portfolios and base guaranty fee income. We expect these factors to result in lower
net income in 2022 compared with 2021. See “Key Market Economic Indicators” for a discussion of how home prices,
interest rates and other macroeconomic factors can affect our financial results.

Liquidity Provided in the First Nine Months of 2022

Through our single-family and multifamily business segments, we provided $580 billion in liquidity to the mortgage
market in the first nine months of 2022, enabling the financing of 2.2 million home purchases, refinancings and rental
units.

Fannie Mae Provided $580 Billion in Liquidity in the First Nine Months of 2022

Unpaid Principal Balance Units
931K

$307B Single-Family Home Purchases
$229B 826K

Single-Family Refinancings
435K

We continued our commitment to green financing in the first nine months of 2022, issuing a total of $7.3 billion in
multifamily green MBS, $1.1 billion in single-family green MBS, and $781 million in multifamily green resecuritizations.
We also issued $8.1 billion in multifamily social MBS and $381 million in multifamily social resecuritizations in the first
nine months of 2022. These green and social bonds were issued in alignment with our Sustainable Bond Framework,
which guides our issuances of green and social bonds that support energy and water efficiency and housing
affordability.

Legislation and Regulation

The information in this section updates and supplements information regarding legislative, regulatory, conservatorship
and other developments affecting our business set forth in “Business—Conservatorship, Treasury Agreements and
Housing Finance Reform” and “Business—Legislation and Regulation” in our 2021 Form 10-K, as well as in “MD&A—
Legislation and Regulation” in our Form 10-Q for the quarter ended March 31, 2022 (“First Quarter 2022 Form 10-Q”)
and our Form 10-Q for the quarter ended June 30, 2022 (“Second Quarter 2022 Form 10-Q”). Also see “Risk Factors” in
our 2021 Form 10-K and in this report for discussions of risks relating to legislative and regulatory matters.

Proposed Multifamily Housing Goals for 2023 and 2024

On August 18, 2022, FHFA published a proposed rule on the multifamily housing goals for Fannie Mae and Freddie Mac
for 2023 and 2024. The proposed rule would establish a new methodology for measuring our multifamily housing goals.
Rather than measuring the multifamily housing goals based on a fixed number of units as our 2022 goals require, the
proposed rule for our 2023 and 2024 multifamily housing goals would be based on the percentage share of the goal-
eligible units in our annual multifamily loan acquisitions that are affordable to each income category. The proposed rule
did not include any changes to the underlying criteria that determine which multifamily units qualify for credit under the
housing goals.

Fannie Mae Third Quarter 2022 Form 10-Q 4
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The chart below sets forth the multifamily housing goals applicable to Fannie Mae for 2022, as compared with FHFA's
proposed multifamily housing goals for 2023 and 2024.

Multifamily Housing Goals

Current Goals Proposed Goals
2022 2023 and 2024
(Percentage share of
(Number of units) goal-eligible units)
Low-Income Goal (< 80% of area median income)!" 415,000 61 %
Very Low-Income Subgoal (£ 50% of area median income)? 88,000 12
Small Multifamily (5-50 Units) Low-Income Subgoal® 17,000 2

() Affordable to low-income families, defined as families with incomes less than or equal to 80% of area median income.

@ Affordable to very low-income families, defined as families with incomes less than or equal to 50% of area median income.

®  Units in small multifamily properties (defined as properties with 5 to 50 units) affordable to low-income families, defined as families with
incomes less than or equal to 80% of area median income.

The proposed rule indicates that these benchmark levels may be adjusted as needed in the final rule based on

comments received and new information that becomes available before publication of the final rule.

Comments on the proposed rule were due October 17, 2022. We submitted a comment letter to FHFA relating to the
proposed multifamily housing goals on October 14, 2022. As noted in our comment letter, we believe the new
percentage share-based methodology of the proposed rule will allow us to provide liquidity that reflects the variable
nature of the multifamily mortgage market, and that the proposed benchmarks provide challenging, yet attainable, goals
for us to support affordable multifamily housing while maintaining safety and soundness.

As described in “Risk Factors—GSE and Conservatorship Risk” in our 2021 Form 10-K, actions we may take to meet
our housing goals may increase our credit losses and credit-related expense.

2021 Housing Goals and Duty to Serve Performance

In August 2022, FHFA notified us that it had preliminarily determined that we met all of our single-family and multifamily
housing goals for 2021. In October 2022, FHFA reported its determination that we complied with our 2021 duty to serve
requirements. See “Business—Legislation and Regulation—GSE-Focused Matters” in our 2021 Form 10-K for more
information regarding our 2021 housing goals and duty to serve underserved markets.

Stress Testing

Pursuant to an FHFA rule implementing a provision of the Dodd-Frank Wall Street Reform and Consumer Protection
Act, each year we are required to conduct a stress test, based on our data as of the prior December 31, using two
different scenarios of financial conditions provided by FHFA—baseline and severely adverse—and to publish a
summary of our stress test results for the severely adverse scenario by August 15. We publish our stress test results on
our website. On August 11, 2022, we and FHFA published our 2022 stress test results for the severely adverse
scenario. Refer to our website and the FHFA website for updated stress test information.

Fannie Mae Third Quarter 2022 Form 10-Q 5
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Key Market Economic Indicators

Below we discuss how varying macroeconomic conditions can influence our financial results across different business
and economic environments. Our forecasts and expectations are based on many assumptions, subject to many
uncertainties and may change, perhaps substantially, from our current forecasts and expectations. For further
discussion on housing activity, see “Single-Family Business—Single-Family Mortgage Market” and “Multifamily
Business—Multifamily Mortgage Market.”

Selected Benchmark Interest Rates

6.70%

0.23%—

0.13%

O.OIS%
09/30/20

0.05%
T
12/31/20 03/31/21 06/30/21 09/30/21 12/31/21 03/31/22 06/30/22 09/30/22

30-year FRM rate' 30-year Fannie Mae MBS par coupon rate?
10-year Treasury rate? 10-year swap rate?
3-month London Inter-Bank Offered Rate (LIBOR)? Secured Overnight Financing Rate (SOFR)?

M Refers to the U.S. weekly average fixed-rate mortgage rate according to Freddie Mac's Primary Mortgage Market Survey®. These rates are
reported using the latest available data for a given period.

@ According to Bloomberg.
®  Refers to the daily rate per the Federal Reserve Bank of New York.

How Interest Rates Can Affect Our Financial Results

Net interest income. In a rising interest-rate environment, our mortgage loans tend to prepay more slowly as
borrowers are less incentivized or unable to refinance. We amortize various cost basis adjustments over the life
of the mortgage loan, including those relating to loan-level price adjustments we receive as upfront fees at the
time we acquire single-family loans. As a result, any prepayment of a loan results in an accelerated realization
of those upfront fees as income. Therefore, as loan prepayments slow, the accelerated realization of
amortization income also slows. Conversely, in a declining interest-rate environment, our mortgage loans tend
to prepay faster as borrowers are more likely to refinance, typically resulting in the opposite trend of higher net
amortization income from cost basis adjustments on mortgage loans and related debt. Interest rates also affect
the amount of interest income we earn on our assets. Our other investments portfolio and certain mortgage-
related assets earn more interest income in a higher interest-rate environment and less interest income in a
lower interest-rate environment. See “Consolidated Results of Operations—Net Interest Income” for a
discussion of how interest rate changes impacted our financial results.

Fair value gains (losses). We have exposure to fair value gains and losses resulting from changes in interest
rates, primarily through our mortgage commitment derivatives and risk management derivatives, which we
mark to market through earnings. Fair value gains and losses on our mortgage commitment derivatives
fluctuate depending on how interest rates and prices move between the time a commitment is opened and

Fannie Mae Third Quarter 2022 Form 10-Q 6
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when it settles. The net position and composition across the yield curve of our risk management derivatives
changes over time. As a result, interest rate changes (increases or decreases) and yield curve changes
(parallel, steepening or flattening shifts) will generate varying amounts of fair value gains or losses in a given
period.

Credit-related income (expense). Increases in mortgage interest rates tend to lengthen the expected lives of
our loans as borrowers are less likely or unable to refinance, which generally increases the expected
impairment and provision for credit losses on loans, particularly those modified in troubled debt restructuring
(“TDR”) arrangements. Decreases in mortgage interest rates tend to shorten the expected lives of our loans as
borrowers are more likely to refinance, which generally reduces the impairment and provision for credit losses
on such loans. See “Consolidated Results of Operations—Credit-Related Income (Expense)” and “Note 1,
Summary of Significant Accounting Policies” for additional information on our adoption of Accounting Standards
Update (“ASU”) 2022-02, Financial Instruments — Credit Losses (Topic 326) Troubled Debt Restructurings and
Vintage Disclosures (“ASU 2022-02”) on January 1, 2022, resulting in the prospective discontinuation of TDR
accounting, and its impact on our financial results.

Single-Family Quarterly Home Price Growth (Decline) Rate
0,
4.5% 5.0% >
2.7%
(0.2)%
T T T T T
3Q21 4Q21 1Q22 2Q22 3Q22

B Fannie Mae national home price index

Calculated internally using property data on loans purchased by Fannie Mae, Freddie Mac and other third-party home sales data. Fannie

Mae’s home price index is a weighted repeat-transactions index, measuring average price changes in repeat sales on the same properties.
Fannie Mae’s home price index excludes prices on properties sold in foreclosure. Fannie Mae’s home price estimates are based on non-
seasonally adjusted preliminary data and are subject to change as additional data becomes available.

How Home Prices Can Affect Our Financial Results

Actual and forecasted home prices impact our provision or benefit for credit losses as well as the growth and
size of our guaranty book of business.

Changes in home prices affect the amount of equity that borrowers have in their homes. Borrowers with less
equity typically have higher delinquency and default rates.

As home prices increase, the severity of losses we incur on defaulted loans that we hold or guarantee
decreases because the amount we can recover from the properties securing the loans increases. Declines in
home prices increase the losses we incur on defaulted loans.

As home prices rise, the principal balance of loans associated with newly acquired purchase money mortgages
may increase, causing growth in the size of our guaranty book. Additionally, rising home prices can increase the
amount of equity borrowers have in their home, which may lead to an increase in origination volumes for cash-
out refinance loans with higher principal balances than the existing loan. Replacing existing loans with newly
acquired cash-out refinances can affect the growth and size of our guaranty book.

Following a period of significant home price growth in 2021 and the first half of 2022, home prices declined on a
national basis in the third quarter of 2022, driven by elevated mortgage interest rates which reduced
affordability.

We expect additional home price declines in the fourth quarter of 2022. As a result, we expect home price
growth on a national basis to moderate to 9.0% for full year 2022, compared with 18.7% growth in 2021. We
expect home price declines on a national basis of 1.5% for full year 2023 driven by elevated mortgage interest
rates, a weakening economy and labor market, and affordability constraints. We also expect regional variation
in the timing and rate of home price changes.

Fannie Mae Third Quarter 2022 Form 10-Q 7
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New Housing Starts®

9.4%

— 4.7% 5.3%
6.0%
(3.0)% :‘\
(8.5)%
(16.3)%
1,679 1,720 1,647

1,569

3Q21 4Q21 1Q22 2Q22 3Q22

——e— % quarterly change in multifamily housing starts
——e—— % quarterly change in single-family housing starts
B Multifamily starts (in thousands)
B Single-family starts (in thousands)

™ According to U.S. Census Bureau and subject to revision.

How Housing Activity Can Affect Our Financial Results

Housing is among the most interest-rate sensitive sectors of the economy. In addition to interest rates, two key
aspects of economic activity that can impact supply and demand for housing, and thus our business and
financial results, are the rates of household formation and housing construction.

Household formation is a key driver of demand for both single-family and multifamily housing as a newly formed
household will either rent or purchase a home. Thus, changes in the pace of household formation can affect
home prices and credit performance as well as the degree of loss on defaulted loans.

Growth of household formation stimulates homebuilding. Homebuilding has typically been a cyclical leader,
weakening prior to a slowdown in U.S. economic activity and accelerating prior to a recovery, which contributes
to the growth of gross domestic product (“GDP”) and employment. However, the housing sector’s performance
may vary from its historical precedent due to the many uncertainties surrounding future economic or housing
policy as well as the impact of labor and material availability and cost on the economy and the housing market.

A decline in housing starts results in fewer new homes being available for purchase and potentially a lower
volume of mortgage originations. Construction activity can also affect credit losses through its impact on home
prices. If the growth of demand exceeds the growth of supply, prices will appreciate and impact the risk profile
of newly originated home purchase mortgages, depending on where in the housing cycle the market is. A
reduced pace of construction is often associated with a broader economic slowdown and may signal expected
increases in delinquency and losses on defaulted loans.

We expect home sales and single-family housing starts through the remainder of 2022 will continue to decline
in response to elevated mortgage rates, diminished home purchase affordability, and a stalling economy.
Single-family housing starts in the third quarter of 2022 fell in response to anticipated decreases in demand. In
2023, we expect single-family and multifamily housing starts to decline compared with 2022 due to the
economic constraints of continued high interest rates and an expected modest recession.

Fannie Mae Third Quarter 2022 Form 10-Q 8
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GDP, Unemployment Rate and Personal Consumption

3.6% 3.5%
L g —@
2.0% o 14% m
) (0.6)%
T T T T T T T T T
3Q20 4Q20 1Q21 2Q21 3Q21 4Q21 1Q22 2Q22 3Q22

Growth (decline) in U.S. personal consumption, annualized percentage change’
B  Growth (decline) in GDP, annualized percentage change®
—@— U.S. unemployment rate, as of period end?

™ Real GDP growth (decline) and personal consumption growth (decline) are based on the quarterly series calculated by the Bureau of
Economic Analysis and are subject to revision.

@ According to the U.S. Bureau of Labor Statistics and subject to revision.

How GDP, the Unemployment Rate and Personal Consumption Can Affect Our
Financial Results

See “

Changes in GDP, the unemployment rate and personal consumption can affect several mortgage market
factors, including the demand for both single-family and multifamily housing and the level of loan delinquencies,
which impacts credit losses.

Economic growth is a key factor for the performance of mortgage-related assets. In a growing economy,
employment and income are typically rising, thus allowing borrowers to meet payment requirements, existing
homeowners to consider purchasing and moving to another home, and renters to consider becoming
homeowners. Homebuilding typically increases to meet the rise in demand. Mortgage delinquencies typically
fall in an expanding economy, thereby decreasing credit losses.

In a slowing economy, income growth and housing activity typically slow as an early indicator of reduced
economic activity, followed by slowing employment. Typically, as an economic slowdown intensifies,
households reduce their spending. This reduction in consumption then accelerates the slowdown. An economic
slowdown can lead to employment losses, impairing the ability of borrowers and renters to meet mortgage and
rental payments, thus causing loan delinquencies to rise. Home sales and mortgage originations also typically
fall in a slowing economy.

While GDP declined in the first half of 2022, GDP grew moderately in the third quarter of 2022. We currently
expect a GDP contraction in the fourth quarter of 2022, resulting in essentially flat GDP growth for 2022. We
expect that a modest recession is likely to occur beginning in the first quarter of 2023, resulting in an increase
in the unemployment rate. We expect our economic outlook will be influenced by a number of factors that are
subject to change, such as the persistence of inflationary pressures, the speed at which expected monetary
policy tightening is adjusted and the increasing risk of international financial market disruptions.

Risk Factors” in this report and “Risk Factors—Market and Industry Risk” in our 2021 Form 10-K for further

discussion of risks to our business and financial results associated with interest rates, home prices, housing activity and
economic conditions.

Fannie Mae Third Quarter 2022 Form 10-Q 9
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Consolidated Results of Operations

This section discusses our condensed consolidated results of operations and should be read together with our
condensed consolidated financial statements and the accompanying notes.

Summary of Condensed Consolidated Results of Operations

For the Three Months For the Nine Months
Ended September 30, Ended September 30,
2022 2021 Variance 2022 2021 Variance
(Dollars in millions)

Net interest income $ 7124 $ 6,972 $ 152 $ 22,331 $ 22,000 $ 331
Fee and other income 105 111 (6) 269 301 (32)

Net revenues 7,229 7,083 146 22,600 22,301 299
Investment gains (losses), net (172) 243 (415) (323) 934 (1,257)
Fair value gains (losses), net 292 17) 309 1,301 321 980
Administrative expenses (870) (745) (125) (2,473) (2,239) (234)
Credit-related income (expense):

Benefit (provision) for credit losses (2,536) 937 (3,473) (2,994) 4,290 (7,284)

Foreclosed property income (expense) 15 (69) 84 21 (105) 126

Total credit-related income (expense) (2,521) 868 (3,389) (2,973) 4,185 (7,158)

TCCA fees" (850) (781) (69) (2,515) (2,270) (245)
Credit enhancement expense® (364) (233) (131) (974) (791) (183)
Change in expected credit enhancement

recoveries® 290 (42) 332 303 (117) 420
Other expenses, net® (169) (268) 99 (633) (867) 234
Income before federal income taxes 2,865 6,108 (3,243) 14,313 21,457 (7,144)
Provision for federal income taxes (429) (1,266) 837 (2,816) (4,470) 1,654

Net income $ 2436 $ 4842 § (2406) $ 11,497 § 16,987 § (5,490)
Total comprehensive income $ 2433 $§ 4828 $ (2,395 $ 11,483 $ 16,914 $ (5431)

) TCCA fees refers to the expense recognized as a result of the 10 basis point increase in guaranty fees on all single-family residential
mortgages delivered to us on or after April 1, 2012 pursuant to the Temporary Payroll Tax Cut Continuation Act of 2011 and as extended by
the Infrastructure Investment and Jobs Act, which we remit to Treasury. For more information on TCCA fees, see “Note 1, Summary of
Significant Accounting Policies—Related Parties—Transactions with Treasury.”

@ Consists of costs associated with our freestanding credit enhancements, which primarily include our Connecticut Avenue Securities®
(“CAS”) and Credit Insurance Risk Transfer™ (“CIRT™") programs, enterprise-paid mortgage insurance (“EPMI”) and certain lender risk-
sharing programs.

® Includes estimated changes in benefits, as well as any realized amounts, from our freestanding credit enhancements.

@ Consists of debt extinguishment gains and losses, housing trust fund expenses, loan subservicing costs, servicer fees paid in connection
with certain loss mitigation activities, and gains and losses from partnership investments.
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Net Interest Income

Our primary source of net interest income is guaranty fees we receive for managing the credit risk on loans underlying
Fannie Mae MBS held by third parties.

Guaranty fees consist of two primary components:
* base guaranty fees that we receive over the life of the loan; and

« upfront fees that we receive at the time of loan acquisition primarily related to single-family loan-level price
adjustments and other fees we receive from lenders, which are amortized into net interest income as cost basis
adjustments over the contractual life of the loan. We refer to this as amortization income.

We recognize almost all of our guaranty fee revenue in net interest income because we consolidate the substantial
majority of loans underlying our Fannie Mae MBS in consolidated trusts in our condensed consolidated balance sheets.
Guaranty fees from these loans account for the difference between the interest income on loans in consolidated trusts
and the interest expense on the debt of consolidated trusts.

The timing of when we recognize amortization income can vary based on a number of factors, the most significant of
which is a change in mortgage interest rates. In a rising interest-rate environment, our mortgage loans tend to prepay
more slowly, which typically results in lower net amortization income. Conversely, in a declining interest-rate
environment, our mortgage loans tend to prepay faster, typically resulting in higher net amortization income.

We also recognize net interest income on the difference between interest income earned on the assets in our retained
mortgage portfolio and our other investments portfolio (collectively, our “portfolios”) and the interest expense associated
with the debt that funds those assets. See “Retained Mortgage Portfolio” and “Liquidity and Capital Management—
Liquidity Management—Other Investments Portfolio” for more information about our portfolios.

We recognize fair value changes attributable to movements in benchmark interest rates for mortgage loans and funding
debt, and for related interest-rate swaps in hedging relationships, as a component of net interest income, including the
amortization of hedge-related basis adjustments on mortgage loans or funding debt and any related interest accrual on
the swaps. The income or expense associated with this activity is presented in the “Income (expense) from hedge
accounting” line item in the table below. See “MD&A—Consolidated Results of Operations—Hedge Accounting Impact”
and “Note 1, Summary of Significant Accounting Policies” in our 2021 Form 10-K for more information about our hedge
accounting program.
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The table below displays the components of our net interest income from our guaranty book of business, which we
discuss in “Guaranty Book of Business,” and from our portfolios, as well as from hedge accounting.

Components of Net Interest Income

For the Three Months
Ended September 30,

For the Nine Months
Ended September 30,

2022 2021 Variance 2022 2021 Variance
(Dollars in millions)
Net interest income from guaranty book of
business:
Base guaranty fee income!" $ 4116 $ 3,643 $ 473 $ 12,0901 $ 10,260 $ 1,831
Base guaranty fee income related to TCCA
fees® 850 781 69 2,515 2,270 245
Net amortization income® 1,429 2,338 (909) 5,924 8,600 (2,676)
Total net interest income from guaranty
book of business 6,395 6,762 (367) 20,530 21,130 (600)
Net interest income from portfolios'’ 794 170 624 1,747 742 1,005
Income (expense) from hedge accounting (65) 40 (105) 54 128 (74)
Total net interest income $ 7124 $ 6,972 $ 152 $ 22,331 $ 22,000 $ 331
Income (expense) from hedge accounting
included in net interest income:
Fair value gains (losses) on designated risk
management derivatives in fair value
hedges $ (1,020) $ (192) $ (828) $ (2,548) $ (1,053) $ (1,495)
Fair value gains on hedged mortgage loans
held for investment and debt of Fannie
Mae® 1,192 194 998 2,981 1,069 1,912
Contractual interest income (expense)
accruals related to interest-rate swaps
designated as hedging instruments (101) 61 (162) (64) 169 (233)
Discontinued hedge-related basis adjustment
amortization expense (136) (23) (113) (315) (57) (258)
Total income (expense) from hedge accounting
in net interest income (65) $ 40 $ (105) $ 54 §$ 128 $ (74)

1)

)

(©]

)

Excludes revenues generated by the 10 basis point guaranty fee increase we implemented pursuant to the TCCA, the incremental revenue
from which is remitted to Treasury and not retained by us.

Represents revenues generated by the 10 basis point guaranty fee increase we implemented pursuant to the TCCA, the incremental
revenue from which is remitted to Treasury and not retained by us.

Net amortization income refers primarily to the amortization of premiums and discounts on mortgage loans and debt of consolidated trusts.
These cost basis adjustments represent the difference between the initial fair value and the carrying value of these instruments as well as

upfront fees we receive at the time of loan acquisition. It does not include the amortization of cost basis adjustments resulting from hedge

accounting, which is included in income (expense) from hedge accounting.

Includes interest income from assets held in our retained mortgage portfolio and our other investments portfolio, as well as other assets
used to support lender liquidity. Also includes interest expense on our outstanding Connecticut Avenue Securities debt.
Amounts are recorded as cost basis adjustments on the hedged loans or debt and amortized over the hedged item’s remaining contractual

life beginning at the termination of the hedging relationship. See “Note 8, Derivative Instruments” for additional information on the effect of
our fair value hedge accounting program and related disclosures.
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Net interest income increased in the third quarter and first nine months of 2022 compared with the third quarter and first
nine months of 2021, primarily as a result of higher base guaranty fee income and higher income from portfolios,
partially offset by lower net amortization income. More specifically, our net interest income was impacted in the periods

by:

Higher base guaranty fee income. An increase in the size of our guaranty book of business combined with
higher average charged guaranty fees were the primary drivers of the increase in base guaranty fee income for
the third quarter and first nine months of 2022 compared with the third quarter and first nine months of 2021.

Higher income from portfolios. Higher income from portfolios in the third quarter and first nine months of 2022
compared with the third quarter and first nine months of 2021, was primarily driven by higher yields on assets in
our other investments portfolio as a result of increases in interest rates. For the first nine months of 2022,
higher income from portfolios was also driven by a decrease in interest expense on our funding debt due to a
decrease in the average outstanding balance compared with the first nine months of 2021.

Lower net amortization income. Throughout the third quarter and first nine months of 2022, we were in a higher
interest-rate environment and observed lower volumes of refinancing activity compared with the third quarter
and first nine months of 2021, which drove fewer loan prepayments. As a result, we had lower amortization
income in the third quarter and first nine months of 2022 compared with the third quarter and first nine months
of 2021. For a description of how fewer loan prepayments results in lower amortization income, refer to “Key
Market Economic Indicators—How Interest Rates Can Affect Our Financial Results—Net Interest Income.”

We expect refinancing activity to be significantly lower throughout 2022 compared with 2021 levels, as the recent sharp
rise in interest rates has resulted in few borrowers who could benefit from refinancing. As described in “Executive
Summary—Financial Performance Outlook,” we expect much lower amortization income in 2022 compared with 2021,
driven by significantly less refinancing activity in 2022 due to a higher mortgage interest-rate environment; however, we
expect this decline in amortization income to be largely offset by increases in interest income from portfolios and base
guaranty fee income. Because we expect mortgage interest rates will remain elevated throughout 2023 and therefore
refinancing activity will remain low, we expect these trends to continue with amortization income declining and interest
income from portfolios increasing in 2023 compared with 2022.
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Analysis of Net Interest Income

The table below displays an analysis of our net interest income, average balances and related yields earned on assets
and incurred on liabilities. For most components of the average balances, we use a daily weighted average of unpaid
principal balance net of unamortized cost basis adjustments. When daily average balance information is not available,
such as for mortgage loans, we use monthly averages.

Analysis of Net Interest Income and Yield"

For the Three Months Ended September 30,

2022 2021
Average Average
Interest Rates Interest Rates
Average Income/ Earned/ Average Income/ Earned/
Balance (Expense) Paid Balance (Expense) Paid

(Dollars in millions)
Interest-earning assets:

Mortgage loans of Fannie Mae $ 58290 $ 628 431% $ 81,999 $ 673 3.28 %
Mortgage loans of consolidated
trusts 4,048,625 29,486 2.91 3,800,970 24,125 2.54
Total mortgage loans® 4,106,915 30,114 2.93 3,882,969 24,798 2.55
Mortgage-related securities 4,612 35 3.04 5,975 34 2.28
Non-mortgage-related securities®® 104,009 490 1.88 184,325 111 0.24
Securities purchased under
agreements to resell 30,829 171 2.22 36,839 5 0.05
Advances to lenders 4,935 40 3.24 8,522 33 1.55
Total interest-earning assets $4,251,300 $ 30,850 290 % $4,118,630 $ 24,981 2.43 %
Interest-bearing liabilities:
Short-term funding debt $ 3695 $ (17) 184 % $ 4,324 * *
Long-term funding debt 122,571 (635) 2.07 225,568 $ (659) 117 %
CAS debt 7,221 (126) 6.98 13,855 (144) 4.16
Total debt of Fannie Mae 133,487 (778) 2.33 243,747 (803) 1.32
Debt securities of consolidated
trusts held by third parties 4,055,958 (22,948) 2.26 3,829,882 (17,206) 1.80
Total interest-bearing liabilities $4,189,445 $  (23,726) 2.27 % $4,073,629 $  (18,009) 1.77 %

Net interest income/net interest yield

L4
>

7,124 0.67 % 6,972 0.66 %
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For the Nine Months Ended September 30,

Total mortgage loans®
Mortgage-related securities
Non-mortgage-related securities®

Securities purchased under
agreements to resell

Advances to lenders

Total interest-earning assets

Interest-bearing liabilities:
Short-term funding debt
Long-term funding debt
CAS debt

Total debt of Fannie Mae

Debt securities of consolidated
trusts held by third parties

Total interest-bearing liabilities

Net interest income/net interest yield

*

2022 2021
Average Average
Interest Rates Interest Rates
Average Income/ Earned/ Average Income/ Earned/
Balance (Expense) Paid Balance (Expense) Paid
(Dollars in millions)
$ 62,460 $ 2,202 470% $ 96,249 $ 2,280 3.16 %
4,004,225 84,136 2.80 3,704,361 70,803 2.55
4,066,685 86,338 2.83 3,800,610 73,083 2.56
5,025 92 244 6,667 118 2.36
129,003 917 0.94 160,623 326 0.27
22,495 205 1.20 52,705 17 0.04
5,800 93 2.11 9,135 106 1.53
$4,229,008 $ 87,645 2.76 % $4,029,740 $ 73,650 2.44 %
$ 3909 $ (23) 0.78% $ 5944 § (4) 0.09 %
146,165 (1,724) 1.57 243,659 (2,092) 1.14
9,358 (373) 5.31 14,323 (446) 4.15
159,432 (2,120) 1.77 263,926 (2,542) 1.28
4,016,013 (63,194) 210 3,739,575 (49,108) 1.75
$4,175445 $ (65,314) 2.09 % $4,003,501 $ (51,650) 1.72 %
$ 22,331 0.70 % $ 22,000 0.73 %

Represents less than $0.5 million of interest expense and less than 0.005% of average yield.

™ Includes the effects of discounts, premiums and other cost basis adjustments.

@ Average balance includes mortgage loans on nonaccrual status. Interest income from yield maintenance revenue and the amortization of
loan fees, primarily consisting of upfront cash fees, was $1.1 billion and $4.4 billion, respectively, for the third quarter of 2022 and first nine
months of 2022, compared with $2.5 billion and $7.3 billion, respectively, for the third quarter of 2021 and first nine months of 2021.

®  Consists of cash, cash equivalents and U.S. Treasury securities.
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Analysis of Deferred Amortization Income

We initially recognize mortgage loans and debt of consolidated trusts in our condensed consolidated balance sheets at
fair value. The difference between the initial fair value and the carrying value of these instruments is recorded as a cost
basis adjustment, either as a premium or a discount, in our condensed consolidated balance sheets. We amortize these
cost basis adjustments over the contractual lives of the loans or debt. On a net basis, for mortgage loans and debt of
consolidated trusts, we are in a premium position with respect to debt of consolidated trusts, which represents deferred
income we will recognize in our condensed consolidated statements of operations and comprehensive income as
amortization income in future periods. Our net premium position on debt of consolidated MBS trusts decreased as of
September 30, 2022, compared with December 31, 2021, primarily as a result of higher interest rates, which resulted in
recognizing primarily net discounts on newly issued MBS debt as prices declined.

Deferred Amortization Income Represented by Net Premium Position
on Debt of Consolidated Trusts
(Dollars in billions)

$27.3 $26.3

$23.0

9/30/2021 12/31/2021 9/30/2022

Investment Gains (Losses), Net

Investment gains (losses), net primarily includes gains and losses recognized on the sale of available-for-sale (“AFS”)
securities, the sale of loans, gains and losses recognized on the consolidation and deconsolidation of securities, and
lower of cost or fair value adjustments on held-for-sale (“HFS”) loans.

The shift from net investment gains in the third quarter and first nine months of 2021 to net investment losses in the third
quarter and first nine months of 2022 was primarily driven by a significant decrease in the volume of single-family loan
sales coupled with lower loan sale prices in 2022.

Fair Value Gains (Losses), Net

The estimated fair value of our derivatives, trading securities and other financial instruments carried at fair value may
fluctuate substantially from period to period because of changes in interest rates, the yield curve, mortgage and credit
spreads and implied volatility, as well as activity related to these financial instruments.

As discussed below in “Impact of Hedge Accounting on Fair Value Gains (Losses), Net,” we apply fair value hedge
accounting to reduce earnings volatility in our financial statements driven by changes in benchmark interest rates.
Accordingly, we recognize the fair value gains and losses and the contractual interest income and expense associated
with risk management derivatives designated in qualifying hedging relationships in net interest income.
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The table below displays the components of our fair value gains and losses, which includes the impact of hedge
accounting.

Fair Value Gains (Losses), Net

For the Three Months For the Nine Months
Ended September 30, Ended September 30,

2022 2021 2022 2021
(Dollars in millions)

Risk management derivatives fair value gains (losses) attributable to:

Net contractual interest income (expense) on interest-rate swaps $ (164) $ 50 $ (166) $ 163
Net change in fair value during the period (433) (97) (2,135) (734)
Impact of hedge accounting 1,121 131 2,612 884
Risk management derivatives fair value gains, net 524 93 31 313
Mortgage commitment derivatives fair value gains (losses), net 517 (25) 2,933 504
Credit enhancement derivatives fair value losses, net (32) (55) (83) (163)
Total derivatives fair value gains, net 1,009 13 3,161 654
Trading securities losses, net (1,319) (129) (3,754) (726)
Long-term debt fair value gains, net” 787 62 2,424 346
Other, net® (185) 37 (530) 47
Fair value gains (losses), net $ 292 $§ (17) $ 1,301 § 321

™ Consists of fair value gains and losses on CAS and non-CAS debt held at fair value.
@ Consists primarily of fair value gains and losses on mortgage loans held at fair value.

Fair value gains, net in the third quarter and first nine months of 2022 were primarily driven by:

* increases in the fair value of mortgage commitment derivatives due to gains on commitments to sell mortgage-
related securities as prices decreased during the commitment period due to rising interest rates and widening
of the secondary spread, which is the spread between the 30-year MBS current coupon yield and 10-year U.S.
Treasury rate; and

+ gains associated with decreases in the fair value of long-term debt of consolidated trusts held at fair value, also
due to rising interest rates and widening of the secondary spread.

These gains were partially offset by fair value losses in the third quarter and first nine months of 2022 on trading
securities, primarily driven by increases in U.S. Treasury yields, which resulted in losses on fixed-rate securities held in
our other investments portfolio.

Fair value losses, net in the third quarter of 2021 were primarily driven by losses on trading securities due to increases
in U.S. Treasury yields during the third quarter of 2021, which resulted in losses on fixed-rate securities held in our other
investments portfolio. These losses were offset by gains associated with decreases in the fair value of long-term debt of
consolidated trusts held at fair value due to rising interest rates.

Fair value gains, net in the first nine months of 2021 were primarily driven by:

* increases in the fair value of mortgage commitment derivatives due to gains on commitments to sell mortgage-
related securities as prices decreased during the commitment period as interest rates increased; and

* gains associated with decreases in the fair value of long-term debt of consolidated trusts held at fair value due
to rising interest rates.

These gains were partially offset by fair value losses in the first nine months of 2021 on trading securities, primarily
driven by increases in interest rates during the first quarter of 2021, which resulted in losses on fixed-rate securities held
in our other investments portfolio.

Impact of Hedge Accounting on Fair Value Gains (Losses), Net

Our earnings can experience volatility due to interest-rate changes and differing accounting treatments that apply to
certain financial instruments on our balance sheet. To help address this volatility, we began applying fair value hedge
accounting in January 2021 to reduce the current-period impact on our earnings related to changes in specified
benchmark interest rates. Hedge accounting aligns the timing of when we recognize fair value changes in hedged items
attributable to these benchmark interest-rate movements with fair value changes in the hedging instrument. For
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additional discussion on the purpose and structure of our hedge accounting program, see “Risk Management—Market
Risk Management, including Interest-Rate Risk Management—Earnings Exposure to Interest-Rate Risk.”

The table below displays the amount of contractual interest accruals and fair value gains and losses related to
designated interest-rate swaps in qualifying hedging relationships that are recognized in “Net interest income” rather
than “Fair value gains (losses), net” as a result of hedge accounting. Derivatives not in hedging relationships are not
affected.

Impact of Hedge Accounting on Fair Value Gains (Losses), Net

For the Three Months For the Nine Months
Ended September 30, Ended September 30,

2022 2021 2022 2021
(Dollars in millions)

Net contractual interest income (expense) accruals related to interest-rate swaps

designated as hedging instruments recognized in net interest income $ (101) $ 61 $ 64) $ 169
Fair value losses on derivatives designated as hedging instruments recognized in net
interest income (1,020) (192) (2,548) (1,053)
Fair value losses, net recognized in net interest income (expense) from hedge
accounting $(1,121) $ (131) $ (2,612) $ (884)

Credit-Related Income (Expense)

Our credit-related income or expense can vary substantially from period to period based on a number of factors, such
as changes in actual and forecasted home prices or property valuations, fluctuations in actual and forecasted interest
rates, borrower payment behavior, events such as natural disasters or pandemics, the types, volume and effectiveness
of our loss mitigation activities, including forbearances and loan modifications, the volume of foreclosures completed
and the volume and pricing of loans redesignated from held for investment (“HFI”) to held for sale (“HFS”).

In recent periods, changes in actual and projected interest rates have been a significant driver of our credit-related
income (expense) as these changes drive prepayment speeds, which impacts the measurement of the economic
concessions granted to borrowers on modified loans. Pursuant to our adoption of Accounting Standards Update (“ASU”)
2022-02 on January 1, 2022, we prospectively discontinued TDR accounting and no longer measure the economic
concession for restructurings occurring on or after the adoption date. This accounting also results in the elimination of
any existing economic concession related to a loan that was previously designated as a TDR if such loan is restructured
on or after January 1, 2022. Although increases in interest rates were a meaningful driver of our credit-related expense
in the first nine months of 2022, we expect the decrease in the balance of loans that were previously designated as
TDRs will reduce the sensitivity of our credit-related income (expense) to interest rate volatility over time. See “Note 1,
Summary of Significant Accounting Policies—New Accounting Guidance” and “Note 3, Mortgage Loans” for more
information about our adoption of ASU 2022-02.

Our credit-related income or expense and our related loss reserves can also be impacted by updates to the models,
assumptions and data used in determining our allowance for loan losses. Although we believe the estimates underlying
our allowance as of September 30, 2022 are reasonable, they are subject to uncertainty. Changes in future economic
conditions and loan performance from our current expectations may result in volatility in our allowance for loan losses
and, as a result, our credit-related income or expense. See “Critical Accounting Estimates” for additional information
about how our estimate of credit losses is subject to uncertainty, including a discussion of management’s evaluation of
the impact of Hurricanes lan and Fiona (collectively, the “hurricanes”) on our estimate of credit losses as of September
30, 2022.
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Benefit (Provision) for Credit Losses

The table below provides a quantitative analysis of the drivers of our single-family and multifamily benefit or provision for
credit losses and the change in expected credit enhancement recoveries. The benefit or provision for credit losses
includes our benefit or provision for loan losses, accrued interest receivable losses and our guaranty loss reserves, and
excludes credit losses on our available for sale (“AFS”) securities. Many of the drivers that contribute to our benefit or
provision for credit losses overlap or are interdependent. The attribution shown below is based on internal allocation
estimates.

Components of Benefit (Provision) for Credit Losses and Change in Expected Credit
Enhancement Recoveries

For the Three Months For the Nine Months
Ended September 30, Ended September 30,

2022 2021 2022 2021
(Dollars in millions)

Single-family benefit (provision) for credit losses:

Changes in loan activity"® $ (373) $ 185 $ (964) $ 155
Redesignation of loans from HFI to HFS (116) 118 (120) 1,103
Actual and forecasted home prices (1,732) 584 (1,194) 2,887
Actual and projected interest rates (225) (86) (1,116) (674)
Release of economic concessions® 155 — 758 —
Changes in assumptions regarding COVID-19 forbearance and loan
delinquencies® — 214 — 551
Othert® (70) (130) (201) 78
Single-family benefit (provision) for credit losses (2,361) 885 (2,837) 4,100
Multifamily benefit (provision) for credit losses:
Changes in loan activity"® (65) (40) (54) (180)
Actual and projected interest rates (97) (7) (258) 15
Actual and projected economic data (3) 68 85 389
Estimated impact of the COVID-19 pandemic® — 42 — 119
Other® (10) (13) 70 (155)
Multifamily benefit (provision) for credit losses (175) 50 (157) 188
Total benefit (provision) for credit losses $ (2,536) $ 935 $ (2,994) § 4,288
Change in expected credit enhancement recoveries for active
loans:
Single-family $ 245 $ (28) $ 2711 § (101)
Multifamily 45 (15) 32 (30)
Change in expected credit enhancement recoveries for active loans $ 290 $ (43) $ 303 $ (131)

1)

()

(©]

Primarily consists of loan acquisitions, liquidations and amortization of modification concessions granted to borrowers and write-offs of
amounts determined to be uncollectible. For multifamily, changes in loan activity also includes changes in the allowance due to loan
delinquencies and the impact of changes in debt service coverage ratios (‘DSCRs”) based on updated property financial information,
which is used to assess loan credit quality.

Beginning January 1, 2022, changes in assumptions regarding COVID-19 forbearance and loan delinquencies are included in “Changes in
loan activity.”

Represents the benefit from the release of economic concessions related to loans previously designated as TDRs that received loss
mitigation arrangements during the period due to the adoption of ASU 2022-02.

Includes provision for allowance on accrued interest receivable. For single-family, also includes changes in the reserve for guaranty losses
that are not separately included in the other components. For multifamily, also includes the impact of model enhancements implemented in
the first quarter of 2021.
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Single-Family Benefit (Provision) for Credit Losses

Our single-family provision for credit losses in the third quarter of 2022 was primarily driven by a provision from actual
and forecasted home prices. Actual home prices declined slightly on a national basis in the third quarter of 2022. In
addition, our home price forecast worsened compared with the second quarter of 2022. While our second quarter 2022
home price forecast estimated home price growth in the second half of 2022 and in 2023, our current home price
forecast estimates additional home price declines in the fourth quarter of 2022 and throughout 2023. Lower home prices
increase the likelihood that loans will default and increase the amount of credit loss on loans that do default, which
increases our estimate of losses and ultimately increases our loss reserves and provision for credit losses. See “Key
Market Economic Indicators” for additional information about how home prices affect our credit loss estimates, including
a discussion of home price growth and declines, and our home price forecast. Also see “Critical Accounting Estimates”
for more information about our home price forecast.

The largest drivers of our single-family provision for credit losses for first nine months of 2022 were:

*  Provision from actual and forecasted home prices. The provision from actual and forecasted home prices in the
third quarter of 2022 discussed above was the largest driver of our single-family provision for credit losses for
the first nine months of 2022. The impact of this home-price related provision in the third quarter of 2022 was
partially offset by a benefit from actual and expected home price growth in each of the first and second quarters
of 2022. During the first half of the year, our forecasted home prices were positive for the second half of 2022
through 2023. In addition, we observed strong actual home price growth through the second quarter of 2022.

»  Provision from higher actual and projected interest rates as of September 30, 2022 compared with December
31, 2021. As mortgage rates increase, we expect a decrease in future prepayments on single-family loans,
including modified loans accounted for as TDRs. Lower expected prepayments extend the expected lives of
these TDR loans, which increases the expected impairment relating to economic concessions provided on
them, resulting in a provision for credit losses.

*  Provision from changes in loan activity, which includes provision on newly acquired loans. Throughout the first
nine months of 2022, refinance loan volumes have continued to decline and purchase loans have increased as
a percentage of acquisitions compared to the first nine months of 2021. As we shift to more purchase loans, the
credit profile of our acquisitions weakens as purchase loans generally have higher origination LTV ratios than
refinance loans. This drove a higher estimated risk of default and loss severity in the allowance and therefore a
higher credit loss provision for those loans at the time of acquisition. In addition, for the third quarter of 2022,
our credit loss provision also increased as our more negative home price forecast impacted our estimate of
losses on newly acquired loans. See “Single-Family Business— Single-Family Mortgage Credit Risk
Management” for more information on our loan acquisitions for the first nine months of 2022.

The primary factors that contributed to our single-family benefit for credit losses in the third quarter of 2021 were:

+  Benefit from actual and forecasted home price growth. During the third quarter of 2021, actual home price
growth continued to be strong. We also increased our expectations for home price growth on a national basis
for full-year 2021.

+  Benefit from changes in assumptions regarding COVID-19 forbearance and loan delinquencies. During the third
quarter of 2021, the benefit was driven by the removal of the remaining non-modeled adjustment related to
COVID-19 as discussed below.

The primary factors that contributed to our single-family benefit for credit losses in the first nine months of 2021 were:
+  Benefit from actual and forecasted home price growth, which was robust throughout 2021.

+ Benefit from the redesignation of certain nonperforming and reperforming single-family loans from HFI to HFS.
We redesignated certain nonperforming and reperforming single-family loans from HFI to HFS, as we no longer
intended to hold them for the foreseeable future or to maturity. Upon redesignation of these loans, we recorded
the loans at the lower of cost or fair value with a write-off against the allowance for loan losses. Amounts
recorded in the allowance related to these loans exceeded the amounts written off, resulting in a net benefit for
credit losses.

+ Benefit from changes in assumptions regarding COVID-19 forbearance and loan delinquencies. During the first
and second quarters of 2021, management used its judgment to supplement the loss projections developed by
our credit loss model to account for uncertainty arising from the COVID-19 pandemic that was not represented
in historical data or otherwise captured by our credit model. As of September 30, 2021, management removed
the remaining non-modeled adjustment as the effects of the economic stimulus, the vaccine rollout, and the
effectiveness of COVID-19-related loss mitigation strategies became much less uncertain. Specifically, the
decrease in uncertainty as of September 30, 2021 compared with the end of 2020 was primarily driven by the
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passage of the American Rescue Plan Act of 2021 and the broad implementation of the COVID-19 vaccination
program in the United States, which contributed to a significant increase in business activity and helped support
continued economic growth. There was also a steady decline in the number of borrowers in a COVID-19-
related forbearance, lessening expectations of credit losses. Additionally, we believed the array of possible
future economic environments included in our credit model, which captured scenarios that may be remote,
combined with data consumed over the course of the COVID-19 pandemic, removed the need to continue to
supplement modeled results.

The impact of these factors was partially offset by a provision for higher actual and projected interest rates, which
reduced our single-family benefit for credit losses recognized in the first nine months of 2021 as interest rates were
higher as of September 30, 2021 compared with December 31, 2020.

Multifamily Benefit (Provision) for Credit Losses

The largest driver of our multifamily provision for credit losses in the third quarter and first nine months of 2022 was a
provision for higher actual and projected interest rates. Rising interest rates may reduce the ability of multifamily
borrowers to refinance their loans, which often have balloon balances at maturity, increasing our provision for credit
losses. Additionally, rising interest rates also increase the chance that multifamily borrowers with adjustable-rate
mortgages may default due to higher payments if the property net operating income is not increasing at a similar rate.

The primary factors that contributed to our multifamily benefit for credit losses in the third quarter and first nine months
of 2021 were:

»  Benefit from actual and projected economic data. In the third quarter and first nine months of 2021, property
value forecasts increased due to continued demand for multifamily housing. In addition, improved job growth
led to an increase in projected average property net operating income, which reduced the probability of loan
defaults resulting in a benefit for credit losses for the quarter and year-to-date.

+  Benefit from lower expected credit losses as a result of the COVID-19 pandemic. Similar to our single-family
benefit for credit losses described above, for the first and second quarters of 2021 management used its
judgment to supplement the loss projections developed by our credit loss model to account for uncertainty
arising from the COVID-19 pandemic. As of September 30, 2021, management removed the remaining non-
modeled adjustment as the effects of the economic stimulus, the vaccine rollout, and the effectiveness of
COVID-19-related loss mitigation strategies were less uncertain. See “Single-Family Benefit (Provision) for
Credit Losses,” above for more information on these factors.

Federal Income Taxes

Our provision for federal income taxes decreased for the third quarter and first nine months of 2022 compared with the
third quarter and first nine months of 2021 primarily due to lower pre-tax income. Also contributing to the decrease in our
provision for federal income taxes was a reduction in our effective tax rate, particularly for the third quarter of 2022, as a
result of filing amended returns for certain prior years to claim research and development tax credits.
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Consolidated Balance Sheet Analysis

This section discusses our condensed consolidated balance sheets and should be read together with our condensed
consolidated financial statements and the accompanying notes.

Summary of Condensed Consolidated Balance Sheets

As of
September 30, December 31,
2022 2021 Variance
(Dollars in millions)

Assets
Cash and cash equivalents and securities purchased under agreements to

resell $ 59,590 $ 63,191 $ (3,601)
Restricted cash and cash equivalents 27,921 66,183 (38,262)
Investments in securities 58,994 89,043 (30,049)
Mortgage loans:

Of Fannie Mae 54,122 66,127 (12,005)

Of consolidated trusts 4,058,908 3,907,744 151,164
Allowance for loan losses (8,302) (5,629) (2,673)

Mortgage loans, net of allowance for loan losses 4,104,728 3,968,242 136,486
Deferred tax assets, net 12,729 12,715 14
Other assets 25,491 29,792 (4,301)

Total assets $ 4,289,453 $ 4,229166 $ 60,287
Liabilities and equity
Debt:

Of Fannie Mae $ 129,776 $ 200,892 $ (71,116)

Of consolidated trusts 4,078,038 3,957,299 120,739
Other liabilities 22,799 23,618 (819)

Total liabilities 4,230,613 4,181,809 48,804
Fannie Mae stockholders’ equity:

Senior preferred stock 120,836 120,836 —

Other net deficit (61,996) (73,479) 11,483

Total equity 58,840 47,357 11,483

Total liabilities and equity $ 4,289,453 $ 4,229,166 $ 60,287

Restricted Cash and Cash Equivalents

Restricted cash and cash equivalents declined from December 31, 2021 to September 30, 2022 primarily driven by a
decrease in prepayments due to lower refinance volumes for loans of consolidated trusts, resulting in lower cash
balances held in trust at period end. For information on our accounting policy for restricted cash and cash equivalents,
see “Note 1, Summary of Significant Accounting Policies” in our 2021 Form 10-K.

Investments in Securities

Investments in securities declined from December 31, 2021 to September 30, 2022 as we primarily used short-term
liquid assets that accumulated in prior periods to fund our operations and to pay off maturing debt during the first nine
months of 2022. For further discussion, see “Liquidity and Capital Management—Liquidity Management.”
Mortgage Loans, Net of Allowance

The mortgage loans reported in our condensed consolidated balance sheets are classified as either HFS or HFI and
include loans owned by Fannie Mae and loans held in consolidated trusts.

Mortgage loans, net of allowance for loan losses increased from December 31, 2021 to September 30, 2022, driven by
loan acquisitions outpacing liquidations and sales.

For additional information on our mortgage loans, see “Note 3, Mortgage Loans,” and for additional information on
changes in our allowance for loan losses, see “Note 4, Allowance for Loan Losses.”
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Debt

The decrease in debt of Fannie Mae from December 31, 2021 to September 30, 2022 was primarily due to the maturity
of long-term debt, which outpaced new issuances as our funding needs remained low. The increase in debt of
consolidated trusts from December 31, 2021 to September 30, 2022 was primarily driven by sales of Fannie Mae MBS,
which are accounted for as issuances of debt of consolidated trusts in our condensed consolidated balance sheets,
since the MBS certificate ownership is transferred from us to a third party. See “Liquidity and Capital Management—
Liquidity Management—Debt Funding” for a summary of activity in short-term and long-term debt of Fannie Mae. Also
see “Note 7, Short-Term and Long-Term Debt” for additional information on our total outstanding debt.

Stockholders’ Equity

Our stockholders’ equity (also referred to as our net worth) increased to $58.8 billion as of September 30, 2022,
compared with $47.4 billion as of December 31, 2021, due to the $11.5 billion in comprehensive income recognized
during the first nine months of 2022.

The aggregate liquidation preference of the senior preferred stock increased to $177.9 billion as of September 30, 2022
due to the $4.6 billion increase in our net worth in the second quarter of 2022. The aggregate liquidation preference of
the senior preferred stock will further increase to $180.3 billion as of December 31, 2022 due to the $2.4 billion increase
in our net worth in the third quarter of 2022. For more information about how this liquidation preference is determined,
see “Business—Conservatorship, Treasury Agreements and Housing Finance Reform—Treasury Agreements—Senior
Preferred Stock” in our 2021 Form 10-K and “Liquidity and Capital Management—Capital Management—Capital
Activity” in this report.

Retained Mortgage Portfolio

We use our retained mortgage portfolio primarily to provide liquidity to the mortgage market through our whole loan
conduit and to support our loss mitigation activities, particularly in times of economic stress when other sources of
liquidity to the mortgage market may decrease or withdraw. Previously, we also used our retained mortgage portfolio for
investment purposes.

Our retained mortgage portfolio consists of mortgage loans and mortgage-related securities that we own, including
Fannie Mae MBS and non-Fannie Mae mortgage-related securities. Assets held by consolidated MBS trusts that back
mortgage-related securities owned by third parties are not included in our retained mortgage portfolio.

The chart below separates the instruments within our retained mortgage portfolio, measured by unpaid principal
balance, into three categories based on each instrument’s use:

»  Lender liquidity, which includes balances related to our whole loan conduit activity, supports our efforts to
provide liquidity to the single-family and multifamily mortgage markets.

* Loss mitigation supports our loss mitigation efforts through the purchase of delinquent loans from our MBS
trusts.

»  Other represents assets that were previously purchased for investment purposes. The majority of the balance
of “Other” as of September 30, 2022 consisted of Fannie Mae reverse mortgage securities and reverse
mortgage loans. We expect the amount of assets in “Other” will continue to decline over time as they liquidate,
mature or are sold.

Retained Mortgage Portfolio
(Dollars in billions)

$109.2
$84.0
$16.4
$41.2
$50.7

$26.4

T T

12/31/2021 9/30/2022
Lender liquidity B Loss mitigation M Other
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The decrease in our retained mortgage portfolio as of September 30, 2022 compared with December 31, 2021 was
primarily due to a decrease in our lender liquidity portfolio driven by sales of Fannie Mae securities and a decline in
mortgage refinance activity leading to lower acquisition volumes through the whole loan conduit.

The table below displays the components of our retained mortgage portfolio, measured by unpaid principal balance.
Based on the nature of the asset, these balances are included in either “Investments in securities” or “Mortgage loans of
Fannie Mae” in our Summary of Condensed Consolidated Balance Sheets shown above.

Retained Mortgﬁ]e Portfolio

As of

September 30, 2022 December 31, 2021
(Dollars in millions)

Lender liquidity:

Agency securities'” $ 22,045 $ 34,509

Mortgage loans 4,337 16,174
Total lender liquidity 26,382 50,683
Loss mitigation mortgage loans® 41,194 37,601
Other:

Reverse mortgage loans 6,867 9,908

Mortgage loans 3,544 3,954

Reverse mortgage securities® 5,161 6,146

Other® 834 929
Total other 16,406 20,937

Total retained mortgage portfolio $ 83,982 $ 109,221
Retained mortgage portfolio by segment:

Single-family mortgage loans and mortgage-related securities $ 79,600 $ 101,518

Multifamily mortgage loans and mortgage-related securities $ 4382 $ 7,703

™ Consists of Fannie Mae, Freddie Mac and Ginnie Mae mortgage-related securities, including Freddie Mac securities guaranteed by Fannie
Mae. Excludes Fannie Mae and Ginnie Mae reverse mortgage securities and Fannie Mae-wrapped private-label securities.

Includes single-family loans on nonaccrual status of $8.4 billion and $11.0 billion, and multifamily loans on nonaccrual status of $294
million and $340 million as of September 30, 2022 and December 31, 2021, respectively.

Consists of Fannie Mae and Ginnie Mae reverse mortgage securities.
Consists of private-label and other securities, Fannie Mae-wrapped private-label securities and mortgage revenue bonds.

The amount of mortgage assets that we may own is capped at $250 billion and will decrease to $225 billion on
December 31, 2022 under the terms of our senior preferred stock purchase agreement with Treasury. In addition, we
are currently required to cap our mortgage assets at $225 billion per instruction from FHFA. See “Business—
Conservatorship, Treasury Agreements and Housing Finance Reform” in our 2021 Form 10-K for additional information
on our portfolio cap.

We include 10% of the notional value of interest-only securities in calculating the size of the retained portfolio for the
purpose of determining compliance with the senior preferred stock purchase agreement retained portfolio limits and
associated FHFA guidance. As of September 30, 2022, 10% of the notional value of our interest-only securities was
$1.8 billion, which is not included in the table above.

Under the terms of our MBS trust documents, we have the option or, in some instances, the obligation, to purchase
mortgage loans that meet specific criteria from an MBS trust. The purchase price for these loans is the unpaid principal
balance of the loan plus accrued interest. If a delinquent loan remains in a single-family MBS trust, the servicer is
responsible for advancing the borrower’s missed scheduled principal and interest payments to the MBS holders for up
to four months, after which time we must make these missed payments. In addition, we must reimburse servicers for
advanced principal and interest payments.

In support of our loss mitigation strategies, we purchased $14.2 billion of loans from our single-family MBS trusts in the
first nine months of 2022, the substantial majority of which were delinquent, compared with $6.1 billion of loans
purchased from single-family MBS trusts in the first nine months of 2021. We purchased more loans out of trust in the
first nine months of 2022 than in the first nine months of 2021 because the forbearance periods for many loans that
entered into a COVID-19-related forbearance began expiring in late 2021. The size of our retained mortgage portfolio
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will be impacted by the volume of loans we ultimately buy, the timing of those purchases, and the length of time those
loans remain in our retained mortgage portfolio. See “Single-Family Business—Single-Family Mortgage Credit Risk
Management—Single-Family Problem Loan Management—Single-Family Loans in Forbearance” and “Multifamily
Business—Multifamily Mortgage Credit Risk Management—Multifamily Problem Loan Management and Foreclosure
Prevention—Multifamily Loan Forbearance” for information on our loans in forbearance.

Guaranty Book of Business

Our “guaranty book of business” consists of:

* Fannie Mae MBS outstanding, excluding the portions of any structured securities we issue that are backed by
Freddie Mac securities;

* mortgage loans of Fannie Mae held in our retained mortgage portfolio; and
« other credit enhancements that we provide on mortgage assets.
“Total Fannie Mae guarantees” consists of:
»  our guaranty book of business; and
« the portions of any structured securities we issue that are backed by Freddie Mac securities.

We and Freddie Mac issue single-family uniform mortgage-backed securities, or “UMBS.” In this report, we use the term
“Fannie Mae-issued UMBS” to refer to single-family Fannie Mae MBS that are directly backed by fixed-rate mortgage
loans and generally eligible for trading in the to-be-announced (“TBA”) market. We use the term “Fannie Mae MBS” or
“our MBS” to refer to any type of mortgage-backed security that we issue, including UMBS®, Supers®, Real Estate
Mortgage Investment Conduit securities (“REMICs”) and other types of single-family or multifamily mortgage-backed
securities.

Some Fannie Mae MBS that we issue are backed in whole or in part by Freddie Mac securities. When we resecuritize
Freddie Mac securities into Fannie Mae-issued structured securities, such as Supers and REMICs, our guaranty of
principal and interest extends to the underlying Freddie Mac securities. However, Freddie Mac continues to guarantee
the payment of principal and interest on the underlying Freddie Mac securities that we have resecuritized. Although our
guaranty of the underlying Freddie Mac securities requires us to hold additional capital under the enterprise regulatory
capital framework, prior to July 1, 2022, we did not charge an incremental fee to create structured securities that include
Freddie Mac securities. Effective July 1, 2022, we began charging an upfront fee of 50 basis points to include Freddie
Mac securities in our structured securities. For more information regarding this upfront fee, see “MD&A—Legislation and
Regulation—Upfront Fee for Commingled Securities and Review of the Enterprise Regulatory Capital Framework” in our
Second Quarter 2022 Form 10-Q. References to our single-family guaranty book of business exclude Freddie Mac-
acquired mortgage loans underlying Freddie Mac securities that we have resecuritized.

Our issuance of structured securities backed in whole or in part by Freddie Mac securities creates additional off-balance
sheet exposure. Our guaranty extends to the underlying Freddie Mac security included in the structured security, but we
do not have control over the Freddie Mac mortgage loan securitizations. Because we do not have the power to direct
matters (primarily the servicing of mortgage loans) that impact the credit risk to which we are exposed, which constitute
control of these securitization trusts, we do not consolidate these trusts in our condensed consolidated balance sheet,
giving rise to off-balance sheet exposure. See “Liquidity and Capital Management—Liquidity Management—Off-Balance
Sheet Arrangements” and “Note 6, Financial Guarantees” for information regarding our maximum exposure to loss on
unconsolidated Fannie Mae MBS and Freddie Mac securities.
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The table below displays the composition of our guaranty book of business based on unpaid principal balance.

Composition of Fannie Mae Guaranty Book of Business

As of
September 30, 2022 December 31, 2021
Single- Single-
Family Multifamily Total Family Multifamily Total
(Dollars in millions)
Conventional guaranty book of business!" $ 3,647,567 $ 432,694 $4,080,261 $ 3,536,613 $ 419,463 $3,956,076
Government guaranty book of business® 12,960 607 13,567 16,777 718 17,495
Guaranty book of business 3,660,527 433,301 4,093,828 3,553,390 420,181 3,973,571
Freddie Mac securities guaranteed by Fannie Mae®® 239,888 — 239,888 212,259 — 212,259
Total Fannie Mae guarantees $ 3,900,415 $ 433,301 $4,333,716 $ 3,765,649 $ 420,181 $4,185,830

(1)
()
(©)

Refers to mortgage loans and mortgage-related securities that are not guaranteed or insured, in whole or in part, by the U.S. government.
Refers to mortgage loans and mortgage-related securities guaranteed or insured, in whole or in part, by the U.S. government.

Consists of off-balance sheet arrangements of approximately (i) $198.8 billion and $177.8 billion in unpaid principal balance of Freddie
Mac-issued UMBS backing Fannie Mae-issued Supers as of September 30, 2022 and December 31, 2021, respectively; and (ii) $41.1
billion and $34.5 billion in unpaid principal balance of Freddie Mac securities backing Fannie Mae-issued REMICs as of September 30,
2022 and December 31, 2021, respectively.

The Federal Housing Enterprises Financial Safety and Soundness Act of 1992, as amended, including by the Housing
and Economic Recovery Act of 2008 (together, the “GSE Act”) requires us to set aside each year an amount equal to
4.2 basis points of the unpaid principal balance of our new business purchases and to pay this amount to specified U.S.
Department of Housing and Urban Development (“‘HUD”) and Treasury funds in support of affordable housing. In March
2022, we paid $598 million to the funds based on our new business purchases in 2021. For the first nine months of
2022, we recognized an expense of $244 million related to this obligation based on $580.4 billion in new business
purchases during the period. We expect to pay this amount to the funds in 2023, plus additional amounts to be accrued
based on our new business purchases in the fourth quarter of 2022. See “Business—Legislation and Regulation—GSE-
Focused Matters—Affordable Housing Allocations” in our 2021 Form 10-K for more information regarding this obligation.

Business Segments

We have two reportable business segments: Single-Family and Multifamily. The Single-Family business operates in the
secondary mortgage market relating to single-family mortgage loans, which are secured by properties containing four or
fewer residential dwelling units. The Multifamily business operates in the secondary mortgage market relating primarily
to multifamily mortgage loans, which are secured by properties containing five or more residential units.

The chart below displays net revenues and net income for each of our business segments for the first nine months of
2022 compared with the first nine months of 2021. Net revenues consist of net interest income and fee and other
income.

Business Segment Net Revenues and Net Income

(Dollars in billions)

$19.3 $18.9
$14.9
$9.3
$3.0 g2 1 $3.7 455
YTD 2021 YTD 2022 YTD 2021 YTD 2022
B Single-Family net revenues B Multifamily net revenues
Single-Family net income B Multifamily net income
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In the following sections, we describe each segment’s business metrics, financial results and credit performance. For an
overview of how we are compensated for and manage the risk of credit losses through the life cycle of our loans and
how we measure our credit risk, see “Business—Managing Mortgage Credit Risk” in our 2021 Form 10-K.

Single-Family Business

This section supplements and updates information regarding our Single-Family business segment in our 2021 Form 10-
K. See “MD&A—Single-Family Business” in our 2021 Form 10-K for additional information regarding the primary
business activities, lenders, investors and competition of our Single-Family business.

Single-Family Mortgage Market

Housing activity decreased in the third quarter of 2022 compared with the second quarter of 2022. Total existing home
sales averaged 4.8 million units annualized in the third quarter of 2022, compared with 5.4 million units in the second
quarter of 2022, according to data from the National Association of REALTORS®. According to the U.S. Census Bureau,
new single-family home sales averaged an annualized rate of approximately 608,000 units in the third quarter of 2022,
compared with approximately 609,000 units in the second quarter of 2022.

The 30-year fixed mortgage rate averaged 6.11% in September 2022, compared with 5.52% in June 2022, according to
Freddie Mac’s Primary Mortgage Market Survey®.

According to the October forecast from our Economic and Strategic Research Group, we forecast that total originations
in the U.S. single-family mortgage market in 2022 will decrease from 2021 levels by approximately 49%, from an
estimated $4.57 trillion in 2021 to $2.33 trillion in 2022, and the amount of refinance originations in the U.S. single-family
mortgage market will decrease from an estimated $2.67 trillion in 2021 to $701 billion in 2022. Our October forecast is
based on data available as of October 10, 2022. See “Key Market Economic Indicators” for additional discussion of how
housing activity can affect our financial results and the uncertainties that may affect our forecasts and expectations.

Single-Family Market Activity

Single-Family Mortgage-Related Securities Issuances Share

Our single-family Fannie Mae MBS issuances were $125.8 billion for the third quarter of 2022, compared with $303.1
billion for the third quarter of 2021. This decrease was driven by a lower volume of refinance activity in the third quarter
of 2022 due to higher mortgage rates. Based on the latest data available, the chart below displays our estimated share
of single-family mortgage-related securities issuances in the third quarter of 2022 as compared with that of our primary
competitors for the issuance of single-family mortgage-related securities.

Single-Family Mortgage-Related Securities Issuances Share
Third Quarter 2022

Private-label securities: 5% \

/ Fannie Mae: 32%
Ginnie Mae: 32% ———__

Freddie Mac: 31%

We estimate our share of single-family mortgage-related securities issuances was 36% in the second quarter of 2022
and 36% in the third quarter of 2021.
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Presentation of Our Single-Family Conventional Guaranty Book of Business

For purposes of the information reported in this “Single-Family Business” section, we measure the single-family
conventional guaranty book of business using the unpaid principal balance of our mortgage loans underlying Fannie
Mae MBS outstanding. By contrast, the single-family conventional guaranty book of business presented in the
“Composition of Fannie Mae Guaranty Book of Business” table in the “Guaranty Book of Business” section is based on
the unpaid principal balance of the Fannie Mae MBS outstanding, rather than the unpaid principal balance of the
underlying mortgage loans. These amounts differ primarily as a result of payments we receive on underlying loans that
have not yet been remitted to the MBS holders or instances where we have advanced missed borrower payments on
mortgage loans to make required distributions to related MBS holders. As measured for purposes of the information
reported below, our single-family conventional guaranty book of business was $3,629.0 billion as of September 30, 2022
and $3,483.1 billion as of December 31, 2021.

Single-Family Business Metrics

Select Business Metrics

Net interest income for our Single-Family business is driven by the guaranty fees we charge and the size of our single-
family conventional guaranty book of business. The guaranty fees we charge are based on the characteristics of the
loans we acquire. We may adjust our guaranty fees in light of market conditions and to achieve return targets. As a
result, the average charged guaranty fee on new acquisitions may fluctuate based on the credit quality and product mix
of loans acquired, as well as market conditions and other factors.

The charts below display our average charged guaranty fees, net of TCCA fees, on our single-family conventional
guaranty book of business and on new single-family conventional loan acquisitions, along with our average single-family
conventional guaranty book of business and our single-family conventional loan acquisitions for the periods presented.

Select Single-Family Business Metrics
(Dollars in billions)

$3,621.4

$3,399.6
53.3 bps

Q3 2021 Q3 2022 Q3 2021 Q3 2022
Average charged guaranty fee on single-family . Average single-family conventional guaranty book
conventional guaranty book of business, net of TCCA of business®®
fees™
. Average charged guaranty fee on new single-family . Single-family conventional acquisitions

conventional acquisitions, net of TCCA fees"

™ Excludes the impact of a 10 basis point guaranty fee increase implemented pursuant to the TCCA, the incremental revenue from which is
remitted to Treasury and not retained by us.

@ Our single-family conventional guaranty book of business primarily consists of single-family conventional mortgage loans underlying
Fannie Mae MBS outstanding. It also includes single-family conventional mortgage loans of Fannie Mae held in our retained mortgage
portfolio, and other credit enhancements that we provide on single-family conventional mortgage assets. Our single-family conventional
guaranty book of business does not include: (a) mortgage loans guaranteed or insured, in whole or in part, by the U.S. government; (b)
Freddie Mac-acquired mortgage loans underlying Freddie Mac-issued UMBS that we have resecuritized; or (c) non-Fannie Mae single-
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family mortgage-related securities held in our retained mortgage portfolio for which we do not provide a guaranty. Our average single-
family conventional guaranty book of business is based on quarter-end balances.

As shown in the chart above, our third quarter 2022 single-family conventional acquisitions decreased compared with
the third quarter of 2021, primarily as a result of the recent sharp rise in interest rates, which decreased refinancing
acquisitions as fewer borrowers could benefit from refinancing.

Average charged guaranty fee on newly acquired conventional single-family loans is a metric management uses to
measure the price we earn as compensation for the credit risk we manage and to assess our return. Average charged
guaranty fee represents, on an annualized basis, the average of the base guaranty fees charged during the period for
our single-family conventional guaranty arrangements, which we receive monthly over the life of the loan, plus the
recognition of any upfront cash payments, including loan-level price adjustments, based on an estimated average life at
the time of acquisition. The calculation of single-family conventional charged guaranty fees at acquisition is sensitive to
changes in inputs used in the calculation, including assumptions about the weighted average life of the loan, therefore
changes in charged guaranty fees are not necessarily indicative of a change in pricing.

Our average charged guaranty fee on newly acquired conventional single-family loans, net of TCCA fees, increased in
the third quarter of 2022 compared with the third quarter of 2021. The increase in average charged guaranty fee on
newly acquired single-family loans was primarily driven by the overall weaker credit risk profile of our third quarter 2022
acquisitions. We generally charge higher guaranty fees on loans with weaker credit risk characteristics. The weaker
credit profile of our third quarter 2022 acquisitions was primarily driven by the increased share of our acquisitions that
were purchase loans in the third quarter of 2022 compared with a higher share of refinance loans in the third quarter of
2021, as purchase loans generally have higher origination LTV ratios than refinance loans. See “Single-Family
Mortgage Credit Risk Management—Single-Family Portfolio Diversification and Monitoring” below for a description of
key risk characteristics of our single-family acquisitions in the third quarter of 2022 and third quarter of 2021.

Recent and Future Price Changes

We use loan-level price adjustments, including various upfront risk-based fees, to price for the credit risk we assume in
providing our guaranty. FHFA, as conservator, must approve changes to the national loan-level price adjustments (or
upfront fees) that we charge for the risk we assume in providing our guaranty and can direct us to make other changes
to our single-family guaranty fee pricing. We have the ability to change our base contractual guaranty fee pricing,
subject to minimum base guaranty fees set by FHFA. For new single-family acquisitions, FHFA has instructed us to
meet a minimum return on equity target based on our capital requirements. FHFA also has instructed us to establish a
long-term target for returns at the enterprise level, which may impact our guaranty fees.

In January 2022, FHFA announced targeted increases to the upfront fees we charge for certain high-balance loans and
second home loans. High-balance loans are mortgages originated in certain designated areas above the baseline
conforming loan limit. The new fees became effective for loans purchased on or after April 1, 2022, and for loans
delivered into an MBS trust with an issue date on or after April 1, 2022. High-balance loans continue to be eligible for
our existing affordable loan products, HomeReady® and HFA Preferred™, which offer caps on loan-level price
adjustments for eligible borrowers. In addition, the high-balance upfront fees are not charged on loans to first time
homebuyers in high-cost areas with incomes at or below 100% of area median income. The portion of our acquisitions
attributed to high-balance and second home loans decreased in the second and third quarters of 2022 compared with
the first quarter of 2022.

In October 2022, FHFA announced targeted changes to Fannie Mae and Freddie Mac’s guaranty fee pricing that would
eliminate upfront fees for certain borrowers and affordable mortgage products, while increasing upfront fees for some
cash-out refinance loans. FHFA has instructed us to eliminate upfront fees for the following borrowers and products:

*  First-time homebuyers at or below 100% of area median income in most of the United States and below 120%
of area median income in high-cost areas;

* HomeReady loans;
+  HFA Preferred loans; and
+  Single-family loans supporting the Duty-to-Serve program.

FHFA has instructed us to implement these fee reductions on December 1, 2022 and the fee increases for cash-out
refinance loans on February 1, 2023.

In announcing these pricing changes, the Director of FHFA stated that FHFA will continue its ongoing review of Fannie
Mae and Freddie Mac’s pricing framework.

We expect that the elimination of upfront fees for the borrowers and products referenced above likely will not be fully
offset by the increase in upfront fees on cash-out refinances, given that we expect cash-out refinancing activity to
remain low in 2023. These pricing changes may also negatively impact the credit risk profile of our new single-family
acquisitions and investor interest in our future single-family credit risk transfer transactions. Changes in our pricing or
other aspects of our business can significantly affect our competitive position, our loan acquisition volumes, or the type
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of business we do. FHFA's ability to direct us to make changes in our guaranty fee pricing can challenge our ability to
address changing market conditions, meet FHFA's return targets for our acquisitions and/or manage the mix of loans we
acquire.

Single-Family Business Financial Results!"

For the Three Months For the Nine Months
Ended September 30, Ended September 30,
2022 2021 Variance 2022 2021 Variance
(Dollars in millions)
Net interest income® $ 5918 $ 5870 $ 48 $ 18,746 $ 19,087 $ (341)
Fee and other income 83 86 (3) 204 228 (24)
Net revenues 6,001 5,956 45 18,950 19,315 (365)
Investment gains (losses), net (178) 222 (400) (271) 944 (1,215)
Fair value gains (losses), net 309 (31) 340 1,379 323 1,056
Administrative expenses (730) (620) (110) (2,084) (1,862) (222)
Credit-related income (expense)® (2,367) 807 (3,174) (2,834) 4,011 (6,845)
TCCA fees® (850) (781) (69) (2,515) (2,270) (245)
Credit enhancement expense (298) (174) (124) (778) (619) (159)
Change in expected credit enhancement
recoveries 245 (28) 273 271 (101) 372
Other expenses, net® (159) (261) 102 (556) (863) 307
Income before federal income taxes 1,973 5,090 (3,117) 11,562 18,878 (7,316)
Provision for federal income taxes (276) (1,065) 789 (2,270) (3,952) 1,682
Net income $ 1697 $ 4025 § (2,328) $ 9,292 $ 14926 $ (5,634)

See “Note 9, Segment Reporting” for information about our segment allocation methodology.

Reflects the impact of a 10 basis point guaranty fee increase implemented pursuant to the TCCA, the incremental revenue from which is
remitted to Treasury. The resulting revenue is included in “Net interest income” and the expense is recognized as “TCCA fees.”

Consists of the benefit or provision for credit losses and foreclosed property income or expense.

Consists of increase (decrease) in benefits recognized from our single-family freestanding credit enhancements, which primarily relate to
our CAS and CIRT programs.

Consists primarily of debt extinguishment gains and losses, housing trust fund expenses, servicer fees paid in connection with certain loss
mitigation activities, and loan subservicing costs.

)

Net Interest Income

The increase in single-family net interest income for the third quarter of 2022 compared with the third quarter of 2021
was primarily driven by higher base guaranty fee income and higher income from portfolios, partially offset by lower net
amortization income.

The decrease in single-family net interest income for the first nine months of 2022 compared with the first nine months
of 2021 was primarily driven by lower net amortization income, partially offset by higher base guaranty fee income and
higher income from portfolios.

See “Consolidated Results of Operations—Net Interest Income” for more information on the factors that impact our
single-family net interest income.

Investment Gains (Losses), Net

The shift from net investment gains in the third quarter and first nine months of 2021 to net investment losses in the third
quarter and first nine months of 2022 was primarily driven by a significant decrease in the volume of single-family loan
sales coupled with lower loan sale prices in 2022.

The drivers of investment gains (losses), net for the Single-Family segment are consistent with the drivers of investment
gains (losses), net in our condensed consolidated statements of operations and comprehensive income, which we
discuss in “Consolidated Results of Operations—Investment Gains (Losses), Net.”

Fair Value Gains (Losses), Net

Fair value gains, net in the third quarter and first nine months of 2022 were primarily driven by gains as a result of
increases in the fair value of mortgage commitment derivatives and gains associated with decreases in the fair value of
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long-term debt of consolidated trusts held at fair value, which were partially offset by fair value losses on trading
securities.

Fair value losses, net in the third quarter of 2021 were primarily driven by losses on trading securities, partially offset by
decreases in the fair value of long-term debt of consolidated trusts held at fair value.

Fair value gains, net in the first nine months of 2021 were primarily driven by gains as a result of increases in the
fair value of mortgage commitment derivatives and gains associated with decreases in the fair value of long-term debt of
consolidated trusts held at fair value, which were partially offset by losses on trading securities.

The drivers of fair value gains, net for the Single-Family segment are consistent with the drivers of fair value gains, net
in our condensed consolidated statements of operations and comprehensive income, which we discuss in “Consolidated
Results of Operations—Fair Value Gains (Losses), Net.”

For information on the implementation of our hedge accounting program and its impact on our financial statements, see
“Consolidated Results of Operations—Hedge Accounting Impact” in our 2021 Form 10-K and “Consolidated Results of
Operations—Fair Value Gains (Losses), Net” in this report.

Credit-Related Income (Expense)

Credit-related expense for the third quarter of 2022 was driven primarily by decreases in actual and forecasted home
prices.

Credit-related expense for the first nine months of 2022 was primarily driven by decreases in actual and forecasted
home prices in the third quarter of 2022, higher actual and projected interest rates, and provision relating to newly
acquired loans. These factors were partially offset by the benefit from actual and forecasted home price growth in the
first and second quarters of 2022.

Credit-related income for the third quarter of 2021 was driven by a benefit for credit losses due primarily to strong actual
and forecasted home price growth and a reduction in our estimate of losses we expected to incur as a result of the
COVID-19 pandemic.

Credit-related income for the first nine months of 2021 was driven by a benefit for credit losses due primarily to strong
actual and forecasted home price growth, the redesignation of certain nonperforming and reperforming single-family
loans from HFI to HFS and a reduction in our estimate of losses we expected to incur as a result of the COVID-19
pandemic. The impact of those factors was partially offset by higher actual and projected interest rates.

See “Consolidated Results of Operations—Credit-Related Income (Expense)” for more information on the primary
factors that contributed to our single-family credit-related income or expense. See “Note 1, Summary of Significant
Accounting Policies” and “Note 3, Mortgage Loans” for additional information on our adoption of ASU 2022-02 on
January 1, 2022 and the prospective discontinuation of TDR accounting.

Provision for Federal Income Taxes

Our provision for federal income taxes decreased for the third quarter and first nine months of 2022 compared with the
third quarter and first nine months of 2021 primarily due to lower pre-tax income. Also contributing to the decrease in our
provision for federal income taxes was a reduction in our effective tax rate, particularly for the third quarter of 2022, as a
result of filing amended returns for certain prior years to claim research and development tax credits.

Single-Family Mortgage Credit Risk Management

This section updates our discussion of single-family mortgage credit risk management in our 2021 Form 10-K. For an
overview of key elements of our mortgage credit risk management, see “Business—Managing Mortgage Credit Risk” in
our 2021 Form 10-K. For additional information on our acquisition and servicing policies, underwriting and servicing
standards, quality control process, repurchase requests, and representation and warranty framework, see “MD&A—
Single-Family Business—Single-Family Mortgage Credit Risk Management” in our 2021 Form 10-K.

Single-Family Acquisition and Servicing Policies and Underwriting and
Servicing Standards

Desktop Underwriter Update

As part of our comprehensive risk management approach, we periodically update our proprietary automated
underwriting system, Desktop Underwriter® (‘DU®”), to reflect changes to our underwriting and eligibility guidelines. In
July 2022, we implemented updates to DU’s risk and eligibility assessment in response to changing market conditions.
These changes have resulted in a reduction in loans eligible for acquisition through DU, particularly for cash-out
refinance transactions when multiple high-risk factors are present. We will continue to closely monitor loan acquisitions
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and market conditions and, as appropriate, make changes to DU, including its eligibility criteria, to ensure that the loans
we acquire are consistent with our risk appetite and mission.

New Credit Score Models and Expected Change to Credit Report Requirement

Fannie Mae uses credit scores to establish a minimum credit threshold for mortgage lending, provide a foundation for
risk-based pricing, and support disclosures to investors. We currently use the “classic FICO® Score” from Fair Isaac
Corporation as our credit score model, which FHFA has approved.

In October 2022, FHFA announced the validation and approval of two new credit score models for use by Fannie Mae
and Freddie Mac: the FICO® Score 10 T credit score model and the VantageScore® 4.0 credit score model. FHFA's
announcement stated that they expect implementation of these new credit score models will be a multiyear effort. Once
implemented, lenders will be required to deliver both FICO Score 10 T and VantageScore 4.0 credit scores with each
loan sold to us when available, replacing the classic FICO Score model. The new models are expected to improve both
the accuracy and inclusivity of borrower credit scores, including by capturing new payment histories for borrowers when
available, such as rent, utilities and telecom payments.

FHFA also announced in October 2022 that Fannie Mae and Freddie Mac will work toward changing the requirement
that lenders provide credit reports from all three nationwide consumer reporting agencies. Instead, we will require
lenders to provide credit reports from any two of the three nationwide consumer reporting agencies. FHFA expects this
change will reduce costs and encourage innovation, without introducing additional risk to Fannie Mae and Freddie Mac.

Repurchase Requests and Representation and Warranty Framework

If we determine that a mortgage loan did not meet our Selling Guide requirements, then our mortgage sellers and/or
servicers are obligated to repurchase the loan, reimburse us for our losses or provide other remedies, unless the loan is
eligible for relief under our representation and warranty framework. We describe our representation and warranty
framework in “MD&A—Single-Family Business—Single-Family Mortgage Credit Risk Management—Single-Family
Acquisition and Servicing Policies and Underwriting and Servicing Standards—Repurchase Requests and
Representation and Warranty Framework” in our 2021 Form 10-K. We refer to our demands that mortgage sellers and
servicers meet these obligations as repurchase requests.

As of September 30, 2022, we had issued repurchase requests on approximately 0.25% of the $1.4 trillion in unpaid
principal balance of single-family loans delivered to us during the twelve months ended December 31, 2021. The
amount of our total outstanding repurchase requests to mortgage sellers and servicers was $939 million as of
September 30, 2022, of which 4.7% was over 180 days outstanding. In comparison, we had issued repurchase requests
on approximately 0.21% of the $1.4 trillion in unpaid principal balance of single-family loans delivered to us during the
twelve months ended December 31, 2020. The amount of our total outstanding repurchase requests to mortgage sellers
and servicers was $589 million as of September 30, 2021 of which 4.5% was over 180 days outstanding.

The dollar amounts of our outstanding repurchase requests are based on the unpaid principal balance of the loans
underlying the repurchase request, not the actual amount we have requested from the mortgage sellers or servicers.

Single-Family Portfolio Diversification and Monitoring

The following table displays our single-family conventional business volumes and our single-family conventional
guaranty book of business, based on certain key risk characteristics that we use to evaluate the risk profile and credit
quality of our single-family loans.

We provide additional information on the credit characteristics of our single-family loans in quarterly financial
supplements, which we furnish to the Securities and Exchange Commission (the “SEC”) with current reports on Form 8-
K and make available on our website. Information in our quarterly financial supplements is not incorporated by reference
into this report.
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Key Risk Characteristics of Single-Family Conventional Business Volume and Guaranty Book

of Business"

Percent of Single-Family Conventional
Business Volume at Acquisition®

For the Three Months For the Nine Months

Percent of Single-Family Conventional
Guaranty Book of Business®

Ended September 30, Ended September 30, As of
2022 2021 2022 2021 September 30, 2022 December 31, 2021
Original loan-to-value (“LTV”)
ratio:*
<=60% 17 % 30 % 23 % 32 % 26 % 27 %
60.01% to 70% 11 16 14 16 15 15
70.01% to 80% 34 31 33 31 33 33
80.01% to 90% 14 9 1 9 10 10
90.01% to 95% 18 10 14 9 1 10
95.01% to 100% 6 4 5 3 4 4
Greater than 100% — — — * 1 1
Total 100 % 100 % 100 % 100 % 100 % 100 %
Weighted average T 78 %  70% 74 % 69 % 72 % 72 %
Average loan amount $306,126 $282,305 $301,161 $282,206 $ 205,467 $ 198,865
Loan count (in thousands) 384 1,050 1,758 3,792 17,662 17,515
Estimated mark-to-market LTV
ratio:®
<=60% 69 % 61 %
60.01% to 70% 15 19
70.01% to 80% 10 13
80.01% to 90% 4 5
90.01% to 100% 2 2
Greater than 100% * *
Total 100 % 100 %
Weighted average 50 % 54 %
FICO credit score at
origination:‘®
<620 *% — % * % — % 1 % 1 %
620 to < 660 4 4 4 3 4 4
660 to < 680 4 4 4 3 4 3
680 to < 700 8 7 8 6 6 7
700 to < 740 23 19 22 18 19 19
>= 740 61 66 62 70 66 66
Total 100 % 100 % 100 % 100 % 100 % 100 %
Weighted average 746 753 747 757 752 753
Debt-to-income (“DTI”) ratio at
origination:™”
<=43% 65 % 76 % 69 % 78 % 76 % 77 %
43.01% to 45% 10 8 10 8 9 9
Greater than 45% 25 16 21 14 15 14
Total 100 % 100 % 100 % 100 % 100 % 100 %
Weighted average 38 % 35 % 37 % 34 % 35 % 34 %
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For the Three Months
Ended September 30,

For the Nine Months
Ended September 30,

Percent of Single-Family Conventional

Guaranty Book of Business®
As of

2022 2021 2022 2021 September 30, 2022 December 31, 2021
Product type:
Fixed-rate:®
Long-term 93 % 82 % 89 % 83 % 85 % 84
Intermediate-term 5 17 10 17 14 15
Total fixed-rate 98 99 99 100 99 99
Adjustable-rate 2 1 1 * 1 1
Total 100 % 100 % 100 % 100 % 100 % 100
Number of property units:
1 unit 98 % 99 % 98 % 98 % 97 % 97
2-4 units 2 1 2 2 3 3
Total 100 % 100 % 100 % 100 % 100 % 100
Property type:
Single-family homes 91 % 91 % 91 % 91 % 91 % 91
Condo/Co-op 9 9 9 9 9 9
Total 100 % 100 % 100 % 100 % 100 % 100
Occupancy type:
Primary residence 9M1 % 95 % 9M1 % 93 % 91 % 90
Second/vacation home 2 3 3 3 3 4
Investor 7 2 6 4 6 6
Total 100 % 100 % 100 % 100 % 100 % 100
Loan purpose:
Purchase 79 % 39 % 58 % 32 % 39 % 36
Cash-out refinance 17 26 27 22 22 21
Other refinance 4 35 15 46 39 43
Total 100 % 100 % 100 % 100 % 100 % 100
Geographic concentration:®
Midwest 14 % 14 % 12 % 13 % 14 % 14
Northeast 13 13 13 14 16 16
Southeast 27 22 26 22 23 23
Southwest 24 20 23 18 19 18
West 22 31 26 33 28 29
Total 100 % 100 % 100 % 100 % 100 % 100
Origination year:
2016 and prior 19 % 23
2017 3 4
2018 2 3
2019 5 6
2020 26 30
2021 33 34
2022 12 —
Total 100 % 100

* Represents less than 0.5% of single-family conventional business volume or guaranty book of business.

™ Second-lien mortgage loans held by third parties are not reflected in the original LTV or the estimated mark-to-market LTV ratios in this

table.

@ Calculated based on the unpaid principal balance of single-family loans for each category at time of acquisition.

®  Calculated based on the aggregate unpaid principal balance of single-family loans for each category divided by the aggregate unpaid
principal balance of loans in our single-family conventional guaranty book of business as of the end of each period.

@ The original LTV ratio generally is based on the original unpaid principal balance of the loan divided by the appraised property value
reported to us at the time of acquisition of the loan. Excludes loans for which this information is not readily available.
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® The aggregate estimated mark-to-market LTV ratio is based on the unpaid principal balance of the loan as of the end of each reported

period divided by the estimated current value of the property, which we calculate using an internal valuation model that estimates periodic
changes in home value. Excludes loans for which this information is not readily available.

Loans with unavailable FICO credit scores represent less than 0.5% of single-family conventional business volume or guaranty book of
business, and therefore are not presented separately in this table.
Excludes loans for which this information is not readily available.

Long-term fixed-rate consists of mortgage loans with maturities greater than 15 years, while intermediate-term fixed-rate loans have
maturities equal to or less than 15 years.

©®  Midwest consists of IL, IN, 1A, MI, MN, NE, ND, OH, SD and WI. Northeast consists of CT, DE, ME, MA, NH, NJ, NY, PA, PR, RI, VT and
VI. Southeast consists of AL, DC, FL, GA, KY, MD, MS, NC, SC, TN, VA and WV. Southwest consists of AZ, AR, CO, KS, LA, MO, NM, OK,
TX and UT. West consists of AK, CA, GU, HI, ID, MT, NV, OR, WA and WY.

Characteristics of our New Single-Family Loan Acquisitions

Refinancing activity has declined significantly in the first nine months of 2022 compared with the first nine months of
2021, particularly in the third quarter of 2022, as a large portion of our single-family guaranty book of business had
already recently refinanced and interest rates increased. Accordingly, the share of our single-family loan acquisitions
consisting of refinance loans (versus home purchase loans) decreased to 21% in the third quarter of 2022 compared
with 61% in the third quarter of 2021. Typically, home purchase loans have higher LTV ratios than refinance loans. This
trend contributed to an increase in the percentage of our single-family loan acquisitions with LTV ratios over 80%, from
23% in the third quarter of 2021 to 38% in the third quarter of 2022. The decline in refinance share also contributed to a
decline in the percentage of loans we acquired with a FICO credit score of 740 or greater, from 66% in the third quarter
of 2021 to 61% in the third quarter of 2022.

Our share of acquisitions of loans with DTI ratios above 45% increased to 25% in the third quarter of 2022 compared
with 16% in the third quarter of 2021. This increase was driven by the higher share of home purchase acquisitions,
which tend to have higher DTI ratios than refinance loan acquisitions. It also reflects the impact of higher interest rates
and inflation on borrowers’ monthly obligations.

For a discussion of factors that may impact the volume and credit characteristics of loans we acquire in the future, see
“MD&A—Single-Family Business—Single-Family Mortgage Credit Risk Management—Single-Family Portfolio
Diversification and Monitoring” in our 2021 Form 10-K. In this section of our 2021 Form 10-K, we also provide more
information on the credit characteristics of loans in our single-family conventional guaranty book of business, including
high-balance loans, reverse mortgages and mortgage products with rate resets.

Single-Family Credit Enhancement and Transfer of Mortgage Credit Risk

Our charter generally requires credit enhancement on any single-family conventional mortgage loan that we purchase or
securitize if it has an LTV ratio over 80% at the time of purchase. We generally achieve this through primary mortgage
insurance. We also enter into various other types of transactions in which we transfer mortgage credit risk to third
parties.

Our approved monoline mortgage insurers’ financial ability and willingness to pay claims is an important determinant of
our overall credit risk exposure. For a discussion of our exposure to and management of the institutional counterparty
credit risk associated with the providers of these credit enhancements, see “MD&A—Risk Management—Institutional
Counterparty Credit Risk Management” and “Note 13, Concentrations of Credit Risk” in our 2021 Form 10-K and “Risk
Management—Institutional Counterparty Credit Risk Management” and “Note 10, Concentrations of Credit Risk” in this
report. Also see “Risk Factors” in our 2021 Form 10-K.
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The table below displays information about loans in our single-family conventional guaranty book of business covered
by one or more forms of credit enhancement, including mortgage insurance or a credit risk transfer transaction. For a
description of primary mortgage insurance and the other types of credit enhancements specified in the table, see
“MD&A—Single-Family Business—Single-Family Mortgage Credit Risk Management—Single-Family Credit
Enhancement and Transfer of Mortgage Credit Risk” in our 2021 Form 10-K.

Single-Family Loans with Credit Enhancement

As of
September 30, 2022 December 31, 2021

Percentage of Percentage of
Single-Family Single-Family
Conventional Conventional

Unpaid Guaranty Unpaid Guaranty

Principal Book of Principal Book of

Balance Business Balance Business

(Dollars in billions)

Primary mortgage insurance and other $ 746 20% $ 697 20 %
Connecticut Avenue Securities 740 20 512 14
Credit Insurance Risk Transfer 313 9 168 5
Lender risk-sharing 59 2 70 2
Less: Loans covered by multiple credit enhancements (355) (10) (253) (7)
Total single-family loans with credit enhancement $ 1,503 M% $ 1,194 34 %

Transfer of Mortgage Credit Risk

In addition to primary mortgage insurance, our Single-Family business has developed other risk-sharing capabilities to
transfer portions of our single-family mortgage credit risk to the private market. Our credit risk transfer transactions have
been designed to transfer a portion of the losses we expect would be incurred in an economic downturn or a stressed
credit environment. Generally, benefits are received after the underlying property has been liquidated and all applicable
proceeds, including private mortgage insurance benefits, have been applied to reduce the loss. As described in “MD&A
—Single-Family Business—Single-Family Mortgage Credit Risk Management—Single-Family Credit Enhancement and
Transfer of Mortgage Credit Risk—Credit Risk Transfer Transactions” in our 2021 Form 10-K, we have used primarily
three single-family credit risk transfer programs: Connecticut Avenue Securities® (“CAS”), Credit Insurance Risk
Transfer™ (“CIRT™”), and lender risk-sharing.

In the first nine months of 2022, we transferred a portion of the mortgage credit risk on single-family mortgage loans
with an unpaid principal balance of $515.7 billion at the time of the transactions; substantially all of the loans in these
credit risk transfer transactions were acquired in 2021. The rise in interest rates throughout 2022, increased
macroeconomic uncertainty and the increased supply of credit risk transfer securities in the market has negatively
impacted investor demand for our credit risk transfer transactions. As a result, in our more recent credit risk transfer
transactions, the premium investors require has generally increased. Taking into account the increasing cost of these
transactions, the resulting capital relief, and the credit risk transfer market capacity, we have chosen to increase the first
loss position retained by Fannie Mae compared with prior transactions.

The factors that we expect will affect the extent to which we engage in single-family credit risk transfer transactions in
the future and the structure of those transactions include our risk appetite, future market conditions, the cost of the
transactions, FHFA guidance or requirements (including FHFA's scorecard), the capital relief provided by the
transactions, and our overall business and capital plans.

In March 2022, FHFA published a final rule amending the enterprise regulatory capital framework. Among other
changes, the amendment refined the risk-based capital treatment of credit risk transfer transactions. These changes to
the enterprise regulatory capital framework increase the capital relief afforded by credit risk transfer transactions.

Fannie Mae Third Quarter 2022 Form 10-Q 36



MD&A | Single-Family Business | Single-Family Mortgage Credit Risk Management

The table below displays the aggregate mortgage credit risk transferred to third parties and retained by Fannie Mae
pursuant to our single-family credit risk transfer transactions. The table does not include the credit risk transferred on
single-family transactions that were cancelled or terminated as of September 30, 2022. The table below also excludes
coverage obtained through primary mortgage insurance. The risk in force of these transactions, which refers to the
maximum amount of losses that could be absorbed by credit risk transfer investors, was approximately $41 billion as of
September 30, 2022, compared with approximately $34 billion as of September 30, 2021. Our credit risk transfer
transactions issued prior to 2021 were impacted by high levels of refinancing activity. As a result, the losses on the
remaining covered reference pools must generally be higher before we would receive a benefit from those credit risk
transfer transactions. In addition, home price appreciation since we entered into the transactions reduces the likelihood
that we will incur losses on the covered loans large enough to receive a benefit from these transactions. As of
September 30, 2022, approximately 51% of the outstanding risk in force of our single-family credit risk transfer
transactions was from transactions issued prior to 2021.

Outstanding as of September 30, 2022
(Dollars in billions)

Senior Fannie Mae!"
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4 ]
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™ Credit risk retained by Fannie Mae in CAS, CIRT and lender risk-sharing transactions. Tranche sizes vary across programs.

@ Credit risk transferred to third parties. Tranche sizes vary across programs.

® Includes mortgage pool insurance transactions covering loans with an unpaid principal balance of approximately $1.3 billion outstanding as
of September 30, 2022.

®  For CIRT and some lender risk-sharing transactions, “Reference Pool” reflects a pool of covered loans.

®  For CAS transactions, “First Loss” represents all B tranche balances.

©®  For CAS and some lender risk-sharing transactions, represents outstanding reference pools, not the outstanding unpaid principal balance
of the underlying loans. The outstanding unpaid principal balance for all loans covered by credit risk transfer programs, including all loans
on which risk has been transferred in lender risk-sharing transactions, was approximately $1,112 billion as of September 30, 2022.

The following table displays information about the credit enhancement recovery receivables we have recognized within
“Other assets” in our condensed consolidated balance sheets. The increase in our single-family freestanding credit
enhancement receivables as of September 30, 2022 compared to December 31, 2021, was primarily a result of an
increase in our estimate of credit losses for the nine months ending September 30, 2022. As our estimate for credit
losses increase, so does the benefit we expect to receive from our freestanding credit enhancements.

Single-Famin Credit Enhancement Receivables

As Of
September 30, 2022 December 31, 2021
(Dollars in millions)
Freestanding credit enhancement receivables $ 367 $ 99
Primary mortgage insurance receivables, net of allowance'" 54 54

™ Amount is net of a valuation allowance of $463 million and $479 million as of September 30, 2022 and December 31, 2021, respectively.
The vast majority of this valuation allowance related to deferred payment obligations associated with unpaid claim amounts for which
collectability is uncertain.
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The following table displays the approximate cash paid or transferred to investors for credit risk transfer transactions
outstanding. The cash represents the portion of the guaranty fee paid to investors as compensation for taking on a
share of the credit risk.

Credit Risk Transfer Transactions

For the Nine Months Ended September 30,

2022 2021
Cash paid or transferred for: (Dollars in millions)
CAS transactions!” $ 649 $ 619
CIRT transactions 240 210
Lender risk-sharing transactions 107 196

(™ Consists of cash paid for interest expense net of LIBOR or SOFR, as applicable, on outstanding CAS debt and amounts paid for both CAS

REMIC® and CAS Credit-linked notes (“CLN”) transactions.

Cash paid or transferred to investors for CIRT transactions includes cancellation fees paid on certain CIRT transactions
where we determined that the cost of these deals exceeded the expected remaining benefit. The table excludes cash
paid upon the repurchase of legacy CAS debt. In July 2022, we paid $2.4 billion to repurchase a portion of our
outstanding CAS debt.

The table below displays the primary characteristics of loans in our single-family conventional guaranty book of
business without credit enhancement as of the specified dates.

Single-Family Loans without Credit Enhancement

As of
September 30, 2022 December 31, 2021
Percentage of Percentage of
Single-Family Single-Family
Unpaid Conventional Unpaid Conventional
Principal Guaranty Book Principal Guaranty Book
Balance of Business Balance of Business

(Dollars in billions)

Low LTV ratio or short-term(" $ 1,185 33% $ 1,167 34 9%
Pre-credit risk transfer program inception® 276 7 324 9
Recently acquired® 530 15 983 28
Other'” 607 17 565 16
Less: Loans in multiple categories (472) (13) (750) (21)
Total single-family loans without credit enhancement $ 2,126 50% $ 2,289 66 %

1)
()
@)
(4)

Represents loans with an LTV ratio less than or equal to 60% or loans with an original maturity of 20 years or less.

Represents loans that were acquired before the inception of our credit risk transfer programs. Also includes Refi Plus™ loans.
Represents loans that were recently acquired and have not been included in a reference pool.

Includes adjustable-rate mortgage loans, loans with a combined LTV ratio greater than 97%, non-Refi Plus loans acquired after the

inception of our credit risk transfer programs that became 30 or more days delinquent prior to inclusion in a credit risk transfer transaction
and loans that were delinquent as of September 30, 2022 or December 31, 2021.

Single-Family Problem Loan Management

Our problem loan management strategies focus primarily on reducing defaults to avoid losses that would otherwise
occur and pursuing foreclosure alternatives to mitigate the severity of the losses we incur. See “MD&A—Single-Family
Business—Single-Family Mortgage Credit Risk Management—Single-Family Problem Loan Management” in our 2021
Form 10-K for a discussion of delinquency statistics on our problem loans, efforts undertaken to manage our problem
loans, metrics regarding our loan workout activities, real estate owned (“REO”) management and other single-family
credit-related information. The discussion below updates some of that information. We also provide ongoing credit
performance information on loans underlying single-family Fannie Mae MBS and loans covered by single-family credit
risk transfer transactions. For loans backing Fannie Mae MBS, see the “Forbearance and Delinquency Dashboard”
available in the MBS section of our Data Dynamics® tool, which is available at www.fanniemae.com/datadynamics. For
loans covered by credit risk transfer transactions, see the “Deal Performance Data” report available in the CAS and
CIRT sections of the tool. Information on our website is not incorporated into this report. Information in Data Dynamics
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may differ from similar measures presented in our financial statements and other public disclosures for a variety of
reasons, including as a result of variations in the loan population covered, timing differences in reporting and other
factors.

Single-Family Serious Delinquency Rates

The tables below display the delinquency status of loans and changes in the volume of seriously delinquent loans in our
single-family conventional guaranty book of business based on the number of loans. Single-family seriously delinquent
loans are loans that are 90 days or more past due or in the foreclosure process, expressed as a percentage of our
single-family conventional guaranty book of business based on loan count. Management monitors the single-family
serious delinquency rate as an indicator of potential future credit losses and loss mitigation activities. Serious
delinquency rates are reflective of our performance in assessing and managing credit risk associated with single-family
loans in our guaranty book of business. Typically, higher serious delinquency rates result in a higher allowance for loan
losses.

For purposes of our disclosures regarding delinquency status, we report loans receiving COVID-19-related payment
forbearance as delinquent according to the contractual terms of the loan. Pursuant to the Coronavirus Aid, Relief, and
Economic Security Act (“CARES Act”), for purposes of reporting to the credit bureaus, servicers must report a borrower
receiving a COVID-19-related payment accommodation during the covered period, such as a forbearance plan or loan
modification, as current if the borrower was current prior to receiving the accommodation and the borrower makes all
required payments in accordance with the accommodation.

Delinquency Status and Activity of Single-Family Conventional Loans

As of
September 30, December 31, September 30,
2022 2021 2021
Delinquency status:

30 to 59 days delinquent 0.80 % 0.86 % 0.78 %

60 to 89 days delinquent 0.20 0.20 0.20

Seriously delinquent (“SDQ”): 0.69 1.25 1.62
Percentage of SDQ loans that have been delinquent for more than

180 days 63 75 79
Percentage of SDQ loans that have been delinquent for more than
two years 19 9 8
For the Nine Months Ended
September 30,
2022 2021
Single-family SDQ loans (hnumber of loans):

Beginning balance 218,329 495,806
Additions 125,519 184,352
Removals:

Modifications and other loan workouts (137,074) (257,632)
Liquidations and sales (33,975) (61,187)
Cured or less than 90 days delinquent (51,158) (78,322)
Total removals (222,207) (397,141)
Ending balance 121,641 283,017

Our single-family serious delinquency rate decreased as of September 30, 2022 compared with December 31, 2021
and September 30, 2021 as a result of single-family borrowers exiting forbearance through a loan workout or by
otherwise reinstating their loan. As of September 30, 2022, single-family loans in forbearance comprised 26% of our
single-family seriously delinquent loans compared with 36% as of December 31, 2021. We expect that some borrowers
affected by the hurricanes will become seriously delinquent on their loans.

The table below displays the serious delinquency rates for, and the percentage of our seriously delinquent single-family
conventional loans represented by, the specified loan categories. Percentage of book amounts represent the unpaid
principal balance of loans for each category divided by the unpaid principal balance of our total single-family
conventional guaranty book of business. The reported categories are not mutually exclusive.
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Sing_;le-Famin Conventional Seriously Delinquent Loan Concentration Analysis

As of
September 30, 2022 December 31, 2021 September 30, 2021
Percentage Percentage Percentage
Percentage of Seriously Serious Percentage of Seriously Serious Percentage of Seriously Serious
of Book Delinquent Delinquency of Book Delinquent Delinquency of Book Delinquent Delinquency
Outstanding Loans"" Rate Outstanding Loans"" Rate Outstanding Loans'" Rate

States:

California 19 % 9% 0.48 % 19 % 1% 1.01 % 20 % 1 % 1.38 %

Florida 6 7 0.77 6 8 1.59 6 8 2.1

lllinois 3 6 0.95 3 5 1.55 3 5 2.00

New Jersey 3 4 0.98 3 5 1.90 3 5 2.58

New York 5 8 1.28 5 7 2.24 5 8 2.92

All other states 64 66 0.66 64 64 1.16 63 63 1.48
Vintages:

2004 and prior 1 11 2.41 1 10 3.48 1 10 4.25

2005-2008 1 14 3.83 2 14 5.87 2 15 7.21

2009-2022 98 75 0.55 97 76 1.01 97 75 1.31
Estimated mark-to-

market LTV ratio:

<=60% 69 79 0.69 61 73 1.27 60 71 1.63

60.01% to 70% 15 12 0.75 19 16 1.37 19 16 1.78

70.01% to 80% 10 6 0.62 13 8 1.08 14 9 1.53

80.01% to 90% 4 2 0.54 5 2 0.88 5 3 1.08

90.01% to 100% 2 1 0.34 2 1 0.51 2 1 0.77

Greater than 100% * * 7.42 * * 12.41 * * 16.04
Credit enhanced:?

Primary M| & other® 20 30 1.21 20 29 2.14 20 28 2.64

Credit risk transfer® 31 27 0.68 21 32 1.80 18 33 2.66

Non-credit enhanced 59 55 0.60 66 53 0.98 67 53 1.26

* Represents less than 0.5% of single-family conventional guaranty book of business.
™ Calculated based on the number of single-family loans that were seriously delinquent for each category divided by the total number of
single-family conventional loans that were seriously delinquent.

@ The credit-enhanced categories are not mutually exclusive. A loan with primary mortgage insurance that is also covered by a credit risk
transfer transaction will be included in both the “Primary Ml & other” category and the “Credit risk transfer” category. As a result, the “Credit
enhanced” and “Non-credit enhanced” categories do not sum to 100%. The total percentage of our single-family conventional guaranty
book of business with some form of credit enhancement as of September 30, 2022 was 41%.

®  Refers to loans included in an agreement used to reduce credit risk by requiring primary mortgage insurance, collateral, letters of credit,
corporate guarantees, or other agreements to provide an entity with some assurance that it will be compensated to some degree in the
event of a financial loss. Excludes loans covered by credit risk transfer transactions unless such loans are also covered by primary
mortgage insurance.

®  Refers to loans included in reference pools for credit risk transfer transactions, including loans in these transactions that are also covered
by primary mortgage insurance. For CAS and some lender risk-sharing transactions, this represents the outstanding unpaid principal
balance of the underlying loans on the single-family mortgage credit book, not the outstanding reference pool, as of the specified date.
Loans included in our credit risk transfer transactions have all been acquired since 2009.

Single-Family Loans in Forbearance

As a part of our relief programs, we have authorized our servicers to permit payment forbearance to borrowers
experiencing a COVID-19-related financial hardship for up to 12 months without regard to the delinquency status of the
loan, and for borrowers already in forbearance as of February 28, 2021, for a total of up to 18 months, provided that the
forbearance does not result in the loan becoming greater than 18 months delinquent. We believe that the substantial
majority of borrowers who will ultimately request COVID-19-related relief have already done so.

As of September 30, 2022, the unpaid principal balance of single-family loans in forbearance was $11.0 billion
compared with $23.6 billion as of December 31, 2021. The percentage of loans in our single-family conventional
guaranty book of business in forbearance has declined to 0.3% as of September 30, 2022 compared with 0.7% as of
December 31, 2021. As of September 30, 2022, 63% of the single-family loans in forbearance were seriously delinquent
compared with 66% as of December 31, 2021. The unpaid principal balance of our single-family loans in forbearance
may increase as a result of borrowers affected by the hurricanes requesting forbearance.
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The table below displays the status as of September 30, 2022 of the single-family loans in our guaranty book of
business that received a forbearance in 2020, 2021 or 2022. The vast majority of these forbearance arrangements were
offered to borrowers who experienced a COVID-19-related financial hardship. Many of these borrowers have
successfully resolved their forbearance arrangement, primarily through payment deferral, reinstatement or modification.
In addition, many of the loans that received a forbearance arrangement have subsequently liquidated, primarily as a
result of refinancing.

As of September 30, 2022, 91% of single-family loans that received a forbearance and subsequently received a
payment deferral were current, and 88% of single-family loans that received a forbearance and subsequently received a
completed modification were current. See “Loan Workout Metrics” for additional information about actions we have
taken to help reinstate loans to current status.

Status of Single-Family Forbearance Loans

As of September 30, 2022

Percentage of

Loans with
Number of Forbearance
Loans by Category
Loans that received a forbearance, by status:"
Active forbearance 49,609 3%
Payment deferral 385,475 26
Modification®® 91,681 6
Reinstated® 269,852 19
Delinquent at time of exit or repayment plan® 36,697 3
Total loans that received a forbearance in our single-family guaranty book of business 833,314 57
Loans that have received a forbearance, but paid off 628,329 43
Total loans that have received a forbearance® 1,461,643 100 %

1)
)
(©)]

)

Loans are classified based on their status as of period end; therefore, loans may move from one category to another.
Includes 9,977 loans that are in trial modifications.

Represents loans that are no longer in forbearance but are current according to the original terms of the loan. Also includes loans that
remained current throughout the forbearance arrangement and continue to perform.

Consists of 35,871 loans that were delinquent upon the expiration of the forbearance arrangement and 826 delinquent loans that exited
forbearance through a repayment plan.

Includes 5,415 loans that were in forbearance as of January 1, 2020.
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The table below displays the status as of December 31, 2021 for single-family loans in our guaranty book of business
that received a forbearance in 2020 or 2021. As of December 31, 2021, 93% of loans that received a forbearance and
subsequently received a payment deferral were current, and 86% of loans that received a forbearance and
subsequently received a completed modification were current.

Status of Single-Family Forbearance Loans

As of December 31, 2021
Percentage of

Loans with
Number of Forbearance
Loans by Category
Loans that received a forbearance, by status:"
Active forbearance 117,440 8 %
Payment deferral 380,070 27
Modification® 65,383 5
Reinstated® 291,039 21
Delinquent at time of exit or repayment plan‘® 63,069 4
Total loans that received a forbearance in our single-family guaranty book of business 917,001 65
Loans that have received a forbearance, but paid off 497,288 35
Total loans that have received a forbearance® 1,414,289 100 %

" Loans are classified based on their status as of period end; therefore, loans may move from one category to another.

@ Includes 33,444 loans that are in trial modifications.
®  Represents loans that are no longer in forbearance but are current according to the original terms of the loan. Also includes loans that
remained current throughout the forbearance arrangement and continue to perform.

Consists of 60,638 loans that were delinquent upon the expiration of the forbearance arrangement and 2,431 delinquent loans that exited
forbearance through a repayment plan.

® Includes 5,415 loans that were in forbearance as of January 1, 2020.
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Loan Workout Metrics

As a part of our credit risk management efforts, loan workouts represent actions we take to help reinstate loans to
current status and help homeowners stay in their home or to otherwise avoid foreclosure. Our loan workouts reflect
various types of home retention solutions, including repayment plans, payment deferrals, and loan modifications. Our
loan workouts also include foreclosure alternatives, such as short sales and deeds-in-lieu of foreclosure.

The chart below displays the unpaid principal balance of our completed single-family loan workouts by type, as well as
the number of loan workouts, for the first nine months of 2021 compared with the first nine months of 2022. This table
does not include loans in an active forbearance arrangement, trial modifications, loans to certain borrowers who have
received bankruptcy relief and repayment plans that have been initiated but not completed.

Completed Loan Workout Activity
(Dollars in billions)

275.7

$57.4
146.0

$50.5 $30.8
$16.0

$6.1

YTD 2021 YTD 2022
B Modifications’ B Other? Payment deferrals —@— Number of loan workouts (in thousands)

There were approximately 18,200 loans and 19,000 loans in a trial modification period that was not yet complete as of September 30, 2022
and 2021, respectively.
Other was $251 million and $748 million for the first nine months of 2022 and the first nine months of 2021, respectively. Other includes

repayment plans and foreclosure alternatives. Repayment plans reflect only those plans associated with loans that were 60 days or more
delinquent.

)

The overall decline in loan workout activity was driven by fewer outstanding COVID-19-related forbearances in the first
nine months of 2022 compared with the first nine months of 2021.
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As we indicated in “Single-Family Loans in Forbearance,” we believe that the substantial majority of borrowers who will
ultimately request COVID-19-related relief have already done so. The total amount of principal and interest deferred to
the end of the loan term for single-family loans that received a payment deferral in the first nine months of 2022 was
$883 million, of which $535 million was deferred interest. For the first nine months of 2021, the total amount of principal
and interest deferred was $2.9 billion, of which $1.8 billion was deferred interest.

Single-Family REO Management

If a loan defaults, we may acquire the property through foreclosure or a deed-in-lieu of foreclosure. The table below
displays our REO activity by region. Regional REO acquisition trends generally follow a pattern that is similar to, but
lags, that of regional delinquency trends.

Single-Family REO Properties

For the Nine Months Ended September 30,

2022 2021
Single-family REO properties (number of properties):
Beginning of period inventory of single-family REO properties'" 7,166 7,973
Acquisitions by geographic area:?
Midwest 1,241 755
Northeast 821 780
Southeast 842 743
Southwest 570 389
West 220 159
Total REO acquisitions'” 3,694 2,826
Dispositions of REO (2,507) (4,245)
End of period inventory of single-family REO properties'" 8,353 6,554
Carrying value of single-family REO properties (dollars in millions) $ 1,222 $ 956
Single-family foreclosure rate® 0.03 % 0.02 %
REO net sales price to unpaid principal balance® 112 % 110 %
Short sales net sales price to unpaid principal balance® 90 % 83 %

™ Includes held-for-use properties, which are reported in our condensed consolidated balance sheets as a component of “Other assets.”
@ See footnote 9 to the “Key Risk Characteristics of Single-Family Conventional Business Volume and Guaranty Book of Business” table for
states included in each geographic region.

®  Estimated based on the annualized total number of properties acquired through foreclosure or deeds-in-lieu of foreclosure as a percentage
of the total number of loans in our single-family conventional guaranty book of business as of the end of each period.

) Calculated as the amount of sale proceeds received on disposition of REO properties during the respective periods, excluding those
subject to repurchase requests made to our sellers or servicers, divided by the aggregate unpaid principal balance of the related loans at
the time of foreclosure. Net sales price represents the contract sales price less selling costs for the property and other charges paid by the
seller at closing.

®  Calculated as the amount of sale proceeds received on properties sold in short sale transactions during the respective periods divided by
the aggregate unpaid principal balance of the related loans. Net sales price includes borrower relocation incentive payments and
subordinate lien(s) negotiated payoffs.
In response to the pandemic and with instruction from FHFA, we prohibited our servicers from completing foreclosures
on our single-family loans through July 31, 2021, except in the case of vacant or abandoned properties. In addition, our
servicers were required to comply with a Consumer Financial Protection Bureau (the “CFPB”) rule that prohibited certain
new single-family foreclosures on mortgage loans secured by the borrower’s principal residence until after December
31, 2021. As a result, our foreclosure volumes were higher in the first nine months of 2022 compared with the first nine
months of 2021.

In April 2022, FHFA announced a suspension of foreclosure activities for up to 60 days for borrowers who apply for
assistance under Treasury’s Homeowner Assistance Fund.
Single-Family Credit Loss Metrics and Loan Sale Performance

The single-family credit loss metrics and loan sale performance measures below present information about losses or
gains we realized on our single-family loans during the periods presented. The amount of these losses or gains in a
given period is driven by foreclosures, pre-foreclosure sales, post-foreclosure REO activity, mortgage loan
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redesignations, and other events that trigger write-offs and recoveries. The single-family credit loss metrics we present
are not defined terms and may not be calculated in the same manner as similarly titled measures reported by other
companies. Management uses these measures to evaluate the effectiveness of our single-family credit risk
management strategies in conjunction with leading indicators such as serious delinquency and forbearance rates, which
are potential indicators of future realized single-family credit losses.

We believe these measures provide useful information about our single-family credit performance and the factors that
impact it.

The table below displays the components of our single-family credit loss metrics and loan sale performance.

Single-Family Credit Loss Metrics and Loan Sale Performance

For the Three Months For the Nine Months
Ended September 30, Ended September 30,
2022 2021 2022 2021
(Dollars in millions)
Write-offs $ (95) $ (7) $ (151) $ (30)
Recoveries 68 137 192 221
Foreclosed property income (expense) (6) (80) 3 (91)
Credit gains (losses) (33) 50 44 100
Write-offs on the redesignation of mortgage loans from HFI to
HFS®™ (196) (47) (418) (247)
Net credit gains (losses) and write-offs on redesignations (229) 3 (374) (147)
Gains (losses) on sales and other valuation adjustments®® (169) 215 (260) 850
Net credit gains (losses), write-offs on redesignations and
gains (losses) on sales and other valuation adjustments $ (398) $ 218 $ (634) $ 703
Credit gain (loss) ratio (in bps)® (0.4) 0.6 0.2 0.4
Net credit gains (losses), write-offs on redesignations and gains
(losses) on sales and other valuation adjustments ratio (in
bps)® (4.49) 2.6 (2.4) 2.8

™ Consists of the lower of cost or fair value adjustment at time of redesignation.

@ Consists of gains or losses realized on the sales of nonperforming and reperforming mortgage loans during the period and temporary
lower-of-cost-or-market adjustments on HFS loans, which are recognized in “Investment gains (losses), net” in our condensed
consolidated statements of operations and comprehensive income.

®  Calculated based on the annualized amount of “Credit gains (losses)” and “Net credit gains (losses), write-offs on redesignations and gains
(losses) on sales and other valuation adjustments” divided by the average single-family conventional guaranty book of business during the
period.

The increase in our single-family write-offs in the third quarter and first nine months of 2022 compared with the third
quarter and first nine months of 2021 was largely driven by an increase in foreclosure activity, due in part to the
expiration of the CFPB rule that prohibited certain new single-family foreclosures on mortgage loans secured by the
borrower’s principal residence until after December 31, 2021, as well as a decrease in the estimated proceeds from
sales of REO as a result of the recent decline in home prices. At the time of foreclosure, we record a write off to the
extent that estimated proceeds from the sale of REO, less the estimated cost to sell the property net of any insurance
proceeds, exceeds the carrying value of the loan.

The increase in our single-family write-offs on redesignations in the third quarter and first nine months of 2022
compared with the third quarter and first nine months of 2021 was primarily driven by higher lower-of-cost-or-market
adjustments at the time of redesignation due to price declines on our HFS loans as interest rates rose.

We had losses on sales and other valuation adjustments in the third quarter and first nine months of 2022 primarily due
to losses on subsequent lower-of-cost-or-market valuation adjustments. Recent market conditions, including higher
interest rates in the third quarter and first nine months of 2022, have reduced the demand for reperforming loans and
resulted in lower sales volumes as well as price declines on our HFS loans. In the third quarter and first nine months of
2021, we had gains on sales and other valuation adjustments due to higher levels of loan sales as well as gains on
subsequent lower-of-cost-or-market valuation adjustments driven by price increases on our HFS loans as a result of the
market recovery following the onset of the COVID-19 pandemic.
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For information on our credit-related income or expense, which includes changes in our allowance, see “Consolidated
Results of Operations—Credit-Related Income (Expense)” and “Single-Family Business Financial Results.”

Multifamily Business

This section supplements and updates information regarding our Multifamily business segment in our 2021 Form 10-K.
See “MD&A—NMultifamily Business” in our 2021 Form 10-K for additional information regarding the primary business
activities, lenders, competition and market share of our Multifamily business.

Multifamily Mortgage Market

Multifamily market fundamentals, which include factors such as vacancy rates and rents, began to moderate during the
third quarter of 2022, despite positive job growth and favorable demographics.

»  Vacancy rates. Based on preliminary third-party data, we estimate that the national multifamily vacancy rate for
institutional investment-type apartment properties was 5.0% as of September 30, 2022, an increase from an
estimated 4.8% as of June 30, 2022, and back to the same level as of September 30, 2021. The national
multifamily vacancy rate remained below its average rate of about 5.3% over the last 10 years.

* Rents. Based on preliminary third-party data, we estimate that effective rents increased by 1.0% during the
third quarter of 2022 compared with an increase of 2.5% during the second quarter of 2022 and an increase of
3.5% during the third quarter of 2021. We expect annualized rent growth for 2022 will be between 5.0% and
6.0%.

Vacancy rates and rents are important to loan performance because multifamily loans are generally repaid from the
cash flows generated by the underlying property. Several years of improvement in these fundamentals have helped to
increase property values in most metropolitan areas. Based on preliminary multifamily property sales data, transaction
volumes for much of 2022 remained elevated but moderated in the third quarter of 2022. Despite this moderation in
transaction volumes, capitalization rates remained stable in the third quarter of 2022. As higher interest rates appear to
have contributed to softened investment demand in the multifamily sector, we do not expect annual multifamily property
sales to reach 2021 levels.

Multifamily construction underway remains elevated. While more than 500,000 multifamily units are scheduled to be
delivered in 2022, we expect that ongoing supply chai