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Fannie Mae Reports Largest Net Income in Company History;
$17.2 Billion for 2012 and $7.6 Billion for Fourth Quarter 2012

Fannie Mae Paid Taxpayers $11.6 Billion in Dividends in 2012

« Significant improvement in credit results and growing revenue resulted in annual net income of $17.2
billion and $7.6 billion for the fourth quarter, the largest annual and quarterly net income in the
company’s history.

o Fannie Mae has paid taxpayers $35.6 billion in dividends since 2008; company expects to remain
profitable for the foreseeable future.

o Fannie Mae has funded the mortgage market with approximately $3.3 trillion in liquidity since 2009,
enabling families to buy, refinance, or rent a home.

WASHINGTON, DC - Fannie Mae (FNMA/OTC) today reported annual net income of $17.2 billion for
2012 and quarterly net income of $7.6 billion for the fourth quarter of 2012, compared with a net loss of
$16.9 billion for 2011. The improvement in the company’s full-year and quarterly net income was due
primarily to improved credit results driven by a decline in serious delinquency rates, an increase in home
prices, higher sales prices on Fannie Mae-owned properties, and the company’s resolution agreements
with Bank of America.

As a result of actions to strengthen its financial performance and continued improvement in the housing
market, Fannie Mae’s financial results improved significantly in 2012 and the company expects to remain
profitable for the foreseeable future. Based on analysis of all relevant factors, Fannie Mae determined that
the valuation allowance on the company’s deferred tax assets was still appropriate as of December 31,
2012. The valuation allowance as of December 31, 2012 was $58.9 billion.

“Our financial results improved significantly in 2012 and we expect our earnings to remain strong over the
next few years,” said Timothy J. Mayopoulos, president and chief executive officer. “We have taken a
number of actions since 2009 to manage our legacy book of business, build a healthy new book of
business with responsible underwriting standards, price appropriately for risk, and reduce uncertainty by
resolving outstanding issues. These actions have helped to strengthen our financial performance and to
support the housing recovery by enabling families to buy, refinance, or rent a home even during the
housing crisis.”

“Solid business fundamentals such as improving performance of our book of business and improvements
in the housing market led us to report the largest annual and quarterly net income in the company’s
history,” said Susan McFarland, executive vice president and chief financial officer. “We expect to remain
profitable for the foreseeable future and return significant value to taxpayers.”
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Fannie Mae reported comprehensive income of $18.8 billion for the full year of 2012 and $7.8 billion for
the fourth quarter of 2012. For the full year of 2012, Fannie Mae paid $11.6 billion in dividends to
Treasury under the senior preferred stock purchase agreement between Fannie Mae and Treasury. As a
result of the company’s positive net worth as of December 31, 2012, the company did not request a draw
from Treasury for the fourth quarter of 2012.

In August 2012, the terms governing the company’s dividend obligations on the senior preferred stock
were amended. The amended senior preferred stock purchase agreement does not allow the company to
build a capital reserve. Beginning in 2013, the required senior preferred stock dividends each quarter will
equal the amount, if any, by which the company’s net worth as of the end of the preceding quarter exceeds
an applicable capital reserve amount. The applicable capital reserve amount will be $3.0 billion for each
quarter of 2013 and will be reduced by $600 million annually until it reaches zero in 2018. With Fannie
Mae’s payment of a $4.2 billion dividend in the first quarter of 2013, the company has paid $35.6 billion
in dividends to Treasury.

$60.0 -
Cumulative Total Through
B Draws from Treasury December 31, December 31,
Dividend Payments to Treasury 2012 2011
Treasury Draws @ $ 1161 $ 1161
Dividend Payments $ 314 $ 198
$25.9
$15.2 $15.0
- $9.6 S11.6
$0.0 S2.5 $0.0
2008 2009 2010 2011 2012

($ 1n Billions)

(1) Treasury draws do not include the initial $1.0 billion liquidation preference of Fannie Mae’s senior preferred stock, for which
Fannie Mae did not receive any cash proceeds. The liquidation preference on Fannie Mae’s senior preferred stock is not reduced by
the payment of dividends to Treasury.

Fannie Mae has operated under the conservatorship of the Federal Housing Finance Agency (“FHFA”)
since September 6, 2008. The funding the company has received under the senior preferred stock purchase
agreement with the U.S. Treasury has provided the company with the capital and liquidity needed to
maintain its ability to fulfill its mission of providing liquidity and support to the nation’s housing finance
markets and to avoid a trigger of mandatory receivership under the Federal Housing Finance Regulatory
Reform Act of 2008. Through March 31, 2013, Fannie Mae has requested cumulative draws totaling
$116.1 billion. Under the senior preferred stock purchase agreement, the payment of dividends cannot be
used to offset prior Treasury draws. Accordingly, while Fannie Mae has paid $35.6 billion in dividends to
Treasury, Treasury still maintains a liquidation preference of $117.1 billion on the company’s senior
preferred stock.

Beginning January 1, 2013, the amount of remaining funding available to Fannie Mae under the senior
preferred stock purchase agreement with Treasury is $117.6 billion. This reflects the remaining funding
available as of December 31, 2009 of $124.8 billion less the company’s net worth of $7.2 billion at
December 31, 2012.
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Fannie Mae is not permitted to redeem the senior preferred stock prior to the termination of Treasury’s
funding commitment under the senior preferred stock purchase agreement. The limited circumstances
under which Treasury’s funding commitment will terminate are described in “Business—Conservatorship
and Treasury Agreements” in the company’s annual report on Form 10-K for the year ended

December 31, 2012.

DEFERRED TAX ASSET VALUATION ALLOWANCE

Each quarter, Fannie Mae evaluates the recoverability of its deferred tax assets, weighing a complex set of
factors. The company is required to establish or maintain a valuation allowance for these assets if it
determines that it is more likely than not that some or all of the deferred tax assets will not be realized.
Fannie Mae established a valuation allowance against its deferred tax assets in 2008.

In evaluating the recoverability of Fannie Mae’s deferred tax assets, as of December 31, 2012, the
company again determined that the factors in favor of maintaining the allowance outweighed the factors in
favor of releasing it. Therefore, Fannie Mae did not release any of its valuation allowance as of

December 31, 2012. The valuation allowance as of December 31, 2012 was $58.9 billion.

If and when Fannie Mae does release the valuation allowance on its deferred tax assets, it will be included
as income in that period and will result in a corresponding increase in the company’s net worth as of the
end of that period. Accordingly, Fannie Mae expects to pay Treasury a significant dividend in the quarter
following a release of the valuation allowance on the company’s deferred tax assets. Although Fannie Mae
has not completed its analysis, the company believes that, after considering all relevant factors, it may
release the valuation allowance on its deferred tax assets as early as the first quarter of 2013.

For information on the release of the deferred tax asset valuation allowance, please refer to the company’s
annual report on Form 10-K for the year ended December 31, 2012.

RESOLUTION AGREEMENTS WITH BANK OF AMERICA

Fannie Mae’s net income for 2012 was impacted by its resolution agreements with Bank of America
related to repurchase requests and compensatory fees. These agreements led to the recognition of $1.3
billion in pre-tax income for 2012. In addition, the company expects to recognize additional net income in
the first quarter of 2013 and in future periods relating to the resolution agreements.

Repurchase Request Resolution Agreement: On January 6, 2013, Fannie Mae entered into a resolution
agreement with affiliates of Bank of America Corporation to resolve certain repurchase requests arising
from breaches of selling representations and warranties. The resolution agreement resolved the company’s
outstanding and expected future repurchase requests arising from breaches of selling representations and
warranties on specified single-family loans delivered to Fannie Mae by Bank of America and
Countrywide that were originated between January 1, 2000 and December 31, 2008. The resolution
agreement included, among other things, the following components:
« Bank of America made a cash payment to Fannie Mae of $3.6 billion in January 2013 related
to repurchase requests;
o Bank of America repurchased approximately 29,500 loans from Fannie Mae in January 2013
for an aggregate repurchase price of $6.6 billion, subject to a reconciliation process; and
o Bank of America made an initial cash payment of $518 million in January 2013 related to
mortgage insurance claims.
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The resolution agreement addressed $11.3 billion of unpaid principal balance, or 97 percent, of Fannie
Mae’s outstanding repurchase requests made to Bank of America as of December 31, 2012. Accordingly,
the amount of Fannie Mae’s outstanding repurchase requests will decrease substantially in the three
months ending March 31, 2013 as outstanding repurchase requests to Bank of America represented 73
percent of Fannie Mae’s total repurchase requests outstanding as of December 31, 2012.

Compensatory Fee Resolution Agreement: Also on January 6, 2013, Fannie Mae and Bank of America
entered into a compensatory fee agreement to resolve outstanding and certain future compensatory fees
owed by Bank of America due to servicing delays. Bank of America made an initial payment to Fannie
Mae of $1.3 billion in January 2013. Subsequent to the initial payment, Fannie Mae and Bank of America
will complete a loan review process in 2013 as specified in the compensatory fee agreement to mutually
determine the final amount of compensatory fees owed. For the year ended December 31, 2012, Fannie
Mae recognized income of $203 million in “Foreclosed property (income) expense” in its consolidated
statement of operations and comprehensive income (loss) as a result of the compensatory fee agreement.
Any remaining amount will be recognized in 2013 once Fannie Mae has completed a sufficient portion of
the loan review process to determine the final amount of income that will be received under the terms of
the agreement.

For information on the resolution agreements with Bank of America, please refer to the company’s annual
report on Form 10-K for the year ended December 31, 2012.

PROVIDING LIQUIDITY AND SUPPORT TO THE MARKET

Fannie Mae provided approximately $3.3 trillion in liquidity to the mortgage market from January 1, 2009
through December 31, 2012 through its purchases and guarantees of loans, which enabled borrowers to
complete 9.7 million mortgage refinancings and 2.7 million home purchases, and provided financing for
1.7 million units of multifamily housing.

Provided approximately $3.3 trillion in liquidity
to the mortgage market since 2009

B Home Purchases (Loans)
W Mortgage Refinancings (Loans)
Multifamily Housing (Units)

o 17
2011 201 2009 to 2012

(Millions Loans/Units)

The company remained the largest single issuer of single-family mortgage-related securities in the
secondary market in the fourth quarter of 2012, with an estimated market share of new single-family
mortgage-related securities issuances of 48 percent, compared with 54 percent in the fourth quarter of
2011 and 49 percent for all of 2012. Fannie Mae also remained a constant source of liquidity in the
multifamily market. As of December 31, 2012, the company owned or guaranteed approximately 22
percent of the total outstanding debt on multifamily properties.
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Share of Single-Family Market Issuances
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HELPING TO BUILD A NEW HOUSING FINANCE SYSTEM

In addition to continuing to provide liquidity and support to the mortgage market, Fannie Mae has devoted
significant resources toward helping to build a new housing finance system for the future, primarily
through pursuing the strategic goals identified by its conservator, FHFA. These strategic goals are: build a
new infrastructure for the secondary mortgage market; gradually contract the company’s dominant
presence in the marketplace while simplifying and shrinking its operations; and maintain foreclosure
prevention activities and credit availability for new and refinanced mortgages.

CREDIT QUALITY

New Single-Family Book of Business: Fannie Mae is setting responsible credit standards to protect
homeowners and taxpayers, while making it possible for families to purchase, refinance, or rent a home.
Since 2009, Fannie Mae has seen the effect of the actions it took, beginning in 2008, to significantly
strengthen its underwriting and eligibility standards and change its pricing to promote sustainable
homeownership and stability in the housing market. As of December 31, 2012, 66 percent of Fannie
Mae’s single-family guaranty book of business consisted of loans it had purchased or guaranteed since the
beginning of 2009. While Fannie Mae does not yet know how the single-family loans the company has
acquired since January 1, 2009 will ultimately perform, given their strong credit risk profile and based on
their performance so far, the company expects that these loans, in the aggregate, will be profitable over
their lifetime, meaning the company’s fee income on these loans will exceed the company’s credit losses
and administrative costs for them.

Single-Family Book of Business
Single-Family Loans prior to 2009 B Single-Family Loans 2009 through December 31, 2012
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Single-family conventional loans acquired by Fannie Mae for the full year of 2012 had a weighted average
borrower FICO credit score at origination of 761 and an average original loan-to-value (“LTV?”) ratio of
75 percent. The average original LTV ratio for the company’s acquisitions increased for the full year of
2012 because the company acquired more loans with higher LTV ratios in that period than in prior periods
as changes to the Home Affordable Refinance Program (“HARP”) were implemented.

Weighted Average Credit Score Weighted Average Original LTV Ratio
761 762 762 761 75
67 68 69 I
2009 2010 2011 2012 2009 2010 2011 2012

Fannie Mae’s Expectations Regarding Future L oss Reserves: The company’s total loss reserves
decreased to $62.6 billion as of December 31, 2012 from $76.9 billion as of December 31, 2011. The
company expects the trends of improving home prices and declining single-family serious delinquency
rates will continue. As a result, the company believes that its total loss reserves peaked as of December 31,
2011. Accordingly, the company does not expect total loss reserves to increase above $76.9 billion in the
foreseeable future.
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Fannie Mae’s single-family serious delinquency rate has declined each quarter since the first quarter of
2010, and was 3.29 percent as of December 31, 2012, compared with 5.47 percent as of March 31, 2010.
This decrease is primarily the result of home retention solutions, foreclosure alternatives, and completed
foreclosures, as well as the company’s acquisition of loans with stronger credit profiles since the
beginning of 2009.
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Single-Family Serious Delinquency Rate
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HOME RETENTION SOLUTIONS AND FORECLOSURE ALTERNATIVES

To reduce the credit losses Fannie Mae ultimately incurs on its legacy book of business, the company has
been focusing its efforts on several strategies, including reducing defaults by offering home retention
solutions, such as loan modifications. Fannie Mae completed nearly 40,000 loan modifications during the
fourth quarter of 2012 and approximately 163,000 for the full year of 2012, bringing the total number of
loan modifications the company has completed since January 1, 2009 to nearly 879,000.

Fannie Mae views foreclosure as a last resort. For homeowners and communities in need, the company
offers alternatives to foreclosure. These solutions have enabled 1.2 million homeowners to avoid
foreclosure since 2009. In dealing with homeowners in distress, the company first seeks home retention
solutions, which enable borrowers to stay in their homes, before turning to foreclosure alternatives. When
there is no viable home retention solution or foreclosure alternative that can be applied, the company seeks
to move to foreclosure expeditiously in an effort to minimize prolonged delinquencies that can hurt local
home values and destabilize communities.

Single-Family Loan Workouts

For the Year Ended December 31,

2012 2011 2010 2009
Unpaid Unpaid
Principal Number of Principal Number of Unpaid Principal Number of ~ Unpaid Principal Number of
Balance Loans Balance Loans Balance Loans Balance Loans

(Dollars in millions)
Home retention solutions:

Modifications .........oeevvuniiinnninnnnn, $ 30,640 163,412 $ 42,793 213,340 $ 82,826 403,506 $ 18,702 98,575
Repayment plans and forbearances
[o70]1170] 1 Y I 3,298 23,329 5,042 35,318 4,385 31,579 2,930 22,948
HomeSaver Advance first-lien loans. — — — — 688 5,191 6,057 39,199
33,938 186,741 47,835 248,658 87,899 440,276 27,689 160,722
Foreclosure alternatives:
Short sales .....ceevueeiiinneiiiiiiaeennns 15,916 73,528 15,412 70,275 15,899 69,634 8,457 36,968
Deeds-in-lieu of foreclosure ........... 2,590 15,204 1,679 9,558 1,053 5,757 491 2,649
18,506 88,732 17,091 79,833 16,952 75,391 8,948 39,617
Total [0an WOrkouts ..........coeveernnninneens $ 52,444 275,473 $ 64,926 328,491 $ 104,851 515,667 $ 36,637 200,339

Loan workouts as a percentage of single-
family guaranty book of business........... 185 % 157 % 229 % 185 % 3.66 % 287 % 1.26 % 1.10 %
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REFINANCING INITIATIVES

Through the company’s Refi Plus™ initiative, which provides expanded refinance opportunities for
eligible Fannie Mae borrowers and includes HARP, the company acquired approximately 319,000 loans in
the fourth quarter of 2012 and approximately 1,117,000 for the full year of 2012. Some borrowers’
monthly payments increased as they took advantage of the ability to refinance through Refi Plus to reduce
the term of their loan, to switch from an adjustable-rate mortgage to a fixed-rate mortgage, or to switch
from an interest-only mortgage to a fully amortizing mortgage. Even taking these into account,
refinancings delivered to Fannie Mae through Refi Plus in the fourth quarter of 2012 reduced borrowers’
monthly mortgage payments by an average of $237.

Refi Plus Refinancings
1,117,000
732,000
659,000
2010 2011 2012

FORECLOSURES AND REO

Fannie Mae acquired 41,112 single-family REO properties, primarily through foreclosure, in the fourth
quarter of 2012, compared with 41,884 in the third quarter of 2012. As of December 31, 2012, the
company’s inventory of single-family REO properties was 105,666, compared with 107,225 as of
September 30, 2012. The carrying value of the company’s single-family REO was $9.5 billion as of
December 31, 2012.

The company’s single-family foreclosure rate was 0.99 percent for the full year of 2012. This reflects the

annualized number of single-family properties acquired through foreclosure or deeds-in-lieu of foreclosure
as a percentage of the total number of loans in Fannie Mae’s single-family guaranty book of business.
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Single-Family Foreclosed Properti

For the Year Ended December 31,

2012 2011 2010
Single-family foreclosed properties (number of properties):

Beginning of period inventory of single-family foreclosed properties (REO) . 118,528 162,489 86,155
Total properties acquired through foreclosure..........cc.ccooeveveienince i, 174,479 199,696 262,078
Dispositions 0F REO.........c.ccooiviueiiiiieee ettt (187,341 ) (243,657 ) (185,744)
End of period inventory of single-family foreclosed properties (REO)........... 105,666 118,528 162,489
Carrying value of single-family foreclosed properties (dollars in millions)..... 9,505 $ 9,692 $ 14955
Sinale-family fOreclosure rate ..., 099 % 113 % 146 %

The company provides further discussion of its financial results and condition, credit performance, fair
value balance sheets, and other matters in its annual report on Form 10-K for the year ended December 31,
2012, which was filed today with the Securities and Exchange Commission. Further information about the
company’s credit performance, the characteristics of its guaranty book of business, the drivers of its credit
losses, its foreclosure-prevention efforts, and other measures is contained in the “2012 Credit Supplement”
on Fannie Mae’s Web site, www.fanniemae.com.

HHH

In this release and the accompanying Appendix, the company has presented a number of estimates, forecasts, expectations, and other forward-looking
statements regarding the company's future earnings and financial results, including its profitability; the timing and possibility of a release of the company's
valuation allowance on its deferred tax assets; the value the company can deliver to taxpayers; the company's future loss reserves; the profitability of its loans;
its future dividend payments to Treasury; its future outstanding repurchase requests and expected actions in connection with its agreements with Bank of
America; the trends of improving home prices and declining serious delinquency rates; the impact of the company's actions to reduce credit losses; and the
future fair value of the company's trading securities and derivatives. These estimates, forecasts, expectations, and statements are forward looking statements
based on the company's current assumptions regarding numerous factors, including future home prices and the future performance of its loans. Actual results,
and future projections, could be materially different from what is set forth in the forward-looking statements as a result of home price changes, interest rate
changes, unemployment rates, other macroeconomic variables, government policy, credit availability, social behaviors, including increases in the number of
underwater borrowers who strategically default on their mortgage loan, the volume of loans it modifies, the nature, volume and effectiveness of its loss
mitigation strategies and activities, management of its real estate owned inventory and pursuit of contractual remedies, changes in the fair value of its assets
and liabilities, impairments of its assets, the adequacy of its loss reserves, future legislative or regulatory requirements that have a significant impact on the
company's business such as a requirement that the company implement a principal forgiveness program, future updates to the company's models relating to
loss reserves, including the assumptions used by these models; changes in generally accepted accounting principles, changes to the company's accounting
policies, failures by its mortgage seller-servicers to fulfill their repurchase obligations to it, its ability to maintain a positive net worth, effects from activities
the company takes to support the mortgage market and help homeowners, the conservatorship and its effect on the company's business, the investment by
Treasury and its effect on the company's business, changes in the structure and regulation of the financial services industry, the company's ability to access the
debt markets, disruptions in the housing, credit, and stock markets, government investigations and litigation, the performance of the company's servicers,
conditions in the foreclosure environment, natural or other disasters, and many other factors, including those discussed in the “Risk Factors” section of and
elsewhere in the company's annual report on Form 10-K for the year ended December 31, 2012, and elsewhere in this release.

Fannie Mae provides Web site addresses in its news releases solely for readers’ information. Other content or information appearing on these Web sites is not
part of this release.

Fannie Mae enables people to buy, refinance, or rent a home.
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APPENDIX

SUMMARY OF FOURTH QUARTER AND FULL YEAR 2012 RESULTS

Fannie Mae reported net income of $7.6 billion for the fourth quarter of 2012, compared with net income
of $1.8 billion for the third quarter of 2012 and a net loss of $2.4 billion for the fourth quarter of 2011.
The company reported net income of $17.2 billion for 2012, compared with a net loss of $16.9 billion for
2011. As a result of the company’s positive net worth as of December 31, 2012, which takes into account
dividends paid on senior preferred stock held by Treasury, the company will not request a draw for the
quarter from Treasury under the senior preferred stock purchase agreement.

Summary of Financial Results

(Dollars in millions) 4Q12 3Q12 Variance FY 2012 FY 2011 Variance
Net interest income ¢ 5,559 $ 5,317 $ 242 $ 21,501 $ 19,281 $ 2220
Fee and other income 339 378 (39) 1,487 1,163 324
Net revenues 5,898 5,695 203 $ 22,988 20,444 2,544
Investment gains, net 106 134 (28) 487 506 (19)
Net other-than-temporary impairments (12) (38) 26 (713 ) (308) (405)
Fair value gains (losses), net 209 (1,020) 1,229 (2,977) (6,621 ) 3,644
Administrative expenses (648 ) (588 ) (60) (2,367) (2,370) 3
Credit-related income (expenses)

Benefit (provision) for credit losses 1,890 (2,079) 3,969 852 (26,718) 27,570

Foreclosed property income (expense) 475 48 427 254 (780) 1,034

Total credit-related income (expenses) 2,365 (2,031) 4,396 1,106 (27,498) 28,604

Other non-interest expenses® (348) (339) 9) (1,304 ) (1,098 ) (206 )
Net gains (losses) and income (expenses) 1,672 (3,882) 5,554 (5,768 ) (37,389) 31,621
Income (loss) before federal income taxes 7,570 1,813 5,757 17,220 (16,945) 34,165
Benefit for federal income taxes — — — — 90 (90)
Net income (loss) 7,570 1,813 5,757 17,220 (16,855) 34,075

Less: Net loss attributable to the noncontrolling

interest — 8 8) 4 — 4

Net income (loss) attributable to Fannie Mae $ 7570 $ 1,821 $ 5,749 $ 17,224 $ (16,855 ) $ 34,079
Total comprehensive income (loss) attributable to

Fannie Mae § 7,753 $ 2,567 $ 5,186 § 18,843 $ (16,408 ) $ 35251
Preferred stock dividends $ (2928 ) $ (2929 ) $ 1 $ (12603 ) $ (9614 ) $ (1,989)

@ Consists of debt extinguishment losses, net and other expenses.

Net revenues were $5.9 billion for the fourth quarter of 2012, compared with $5.7 billion for the third
quarter of 2012. Net interest income was $5.6 billion, compared with $5.3 billion for the third quarter of

2012. The increase in net interest income compared with the third quarter of 2012 was driven by an

increase in income from guaranty fees and accelerated amortization income driven by the high volume of
prepayments. The increase was partially offset by lower net interest income from portfolio assets due to a
decline in the company’s retained portfolio. For the year, net revenues were $23.0 billion, up 12.4 percent

from $20.4 billion in 2011.

Fourth Quarter and Full Year 2012 Results



Net Interest Income
($ 1n Billions)

| I“ I53 i
1Q12 2Q12 3Q12 4Q12

Credit-related income, which consists of recognition of a benefit or provision for credit losses and
foreclosed property income, was $2.4 billion in the fourth quarter of 2012, compared with $2.0 billion in
credit-related expense the third quarter of 2012. For the year, credit-related income was $1.1 billion,
compared with credit-related expense of $27.5 billion in 2011. The company recorded credit-related
income in the fourth quarter and full year of 2012 due largely to an increase in home prices.

Credit-Related Income/(Expense)
$3.1 ($ 1n Billions)

$2.4
H_ = .
= -

($2.3) ($2.0)
1Q12 2Q12 3Q12 4Q12 FY 2012

Credit losses, which the company defines as net charge-offs plus foreclosed property expense, excluding
the effect of certain fair-value losses, were $2.2 billion in the fourth quarter of 2012, compared with $3.5
billion in the third quarter of 2012. For the year, credit losses were $14.6 billion compared with $18.7
billion in 2011. Credit losses were down in the fourth quarter of 2012 compared with the third quarter of
2012 due primarily to improved sales prices on Fannie Mae-owned properties, a decrease in volume of
foreclosure and short sale activity, and the resolution agreement with Bank of America, which contributed
to an increase in the amount of recoveries on previously charged-off loans. Credit losses were down year
over year due to improvements in home prices, higher sales prices on Fannie Mae-owned properties, and
fewer defaults during the year.

Credit Losses

($ in Billions)
$4.7 §5.1

§38 $3.5
11K
4Q11 1Q12 2Q12 3Q12 4Q12
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Total loss reserves, which reflect the company’s estimate of the probable losses the company has
incurred in its guaranty book of business, including concessions it granted borrowers upon modification of
their loans, were $62.6 billion as of December 31, 2012, compared with $66.9 billion as of September 30,
2012 and $76.9 billion as of December 31, 2011. The total loss reserve coverage to total nonperforming
loans was 25 percent as of December 31, 2012, compared with 26 percent as of September 30, 2012 and
31 percent as of December 31, 2011.

Total Loss Reserves
($ 1n Billions)

sT2 $75 $76 §77 $75
$66 $68 $67
i I I I I I I I I :

3Q10 4Q10  1Ql1  2QI1  3Qll  4QI1  1QI2  2QI2  3Ql2  4QI2

Net fair value gains were $209 million in the fourth quarter of 2012, compared with net fair value losses
of $1.0 billion in the third quarter of 2012. For the year, net fair value losses were $3.0 billion, compared
with $6.6 billion in 2011. The company recorded fair value gains in the fourth quarter of 2012 due to
lower derivative losses because interest rates increased in the fourth quarter of 2012. The decrease in fair
value losses for the full year was driven primarily by lower losses on Fannie Mae’s risk management
derivatives as interest rates declined significantly in 2011 compared with a more modest decline in 2012.
The estimated fair value of the company’s trading securities and derivatives may fluctuate substantially
from period to period because of changes in interest rates, credit spreads, and interest rate volatility, as
well as activity related to these financial instruments.

Net Fair Value Gains/(Losses)

($ in Billions)
$0.3 $0.2
($1.6)
($2.4)
($4.5)
2Q11 3Q11 4Q11 1Q12 2Q12 3Q12 4Q12
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BUSINESS SEGMENT RESULTS

The business groups running Fannie Mae’s three reporting segments — its Single-Family business, its
Multifamily business, and its Capital Markets group — engage in complementary business activities in
pursuing the company’s mission of providing liquidity, stability, and affordability to the U.S. housing
market. The company’s Single-Family and Multifamily businesses work with Fannie Mae’s lender
customers, who deliver mortgage loans that the company purchases and securitizes into Fannie Mae MBS.
The Capital Markets group manages the company’s investment activity in mortgage-related assets and
other interest-earning non-mortgage investments, funding investments in mortgage-related assets
primarily with proceeds received from the issuance of Fannie Mae debt securities in the domestic and
international capital markets. The Capital Markets group also provides liquidity to the mortgage market
through short-term financing and other activities.

Single-Family business had net income of $4.0 billion in the fourth quarter of 2012, compared with a net
loss of $822 million in the third quarter of 2012. For the year, the Single-Family business had net income
of $6.3 billion, compared with a net loss of $23.9 billion in 2011. The shift to net income in the fourth
quarter from a net loss in the third quarter and to net income in 2012 compared with net loss in 2011 was
due primarily to continuing improvement in the company’s credit results. The Single-Family guaranty
book of business was $2.83 trillion as of December 31, 2012, compared with $2.85 trillion as of
September 30, 2012 and $2.84 trillion as of December 31, 2011. Single-Family guaranty fee income was
$2.3 billion in the fourth quarter of 2012 and $2.0 billion in the third quarter of 2012. For the year, Single-
Family guaranty fee income was $8.2 billion, compared with $7.5 billion in 2011.

Multifamily had net income of $447 million in the fourth quarter of 2012, compared with $427 million in
the third quarter of 2012. For the year, Multifamily had net income of $1.5 billion, compared with $583
million in 2011. The Multifamily guaranty book of business was $206.2 billion as of December 31, 2012,
compared with $202.2 billion as of September 30, 2012 and $195.2 billion as of December 31, 2011.
Multifamily recorded credit-related expense of $54 million in the fourth quarter of 2012, compared with
credit-related income of $99 million in the third quarter of 2012. Multifamily recorded credit-related
income of $187 million in 2012, compared with credit-related expense of $280 million in 2011.
Multifamily guaranty fee income was $280 million for the fourth quarter of 2012 and $265 million for the
third quarter of 2012. Multifamily guaranty fee income was $1.0 billion for 2012 and $884 million for
2011.

Capital Markets group had net income of $4.3 billion in the fourth quarter of 2012, compared with $4.1
billion in the third quarter of 2012. The group had net income of $14.2 billion for the year, compared with
$9.0 billion for 2011. Capital Markets’ net interest income for the fourth quarter of 2012 was $3.0 billion,
compared with $3.2 billion for the third quarter of 2012. The group had net interest income of $13.2
billion for the year, compared with $13.9 billion for 2011. Fair value gains for the fourth quarter of 2012
were $211 million, compared with fair value losses of $1.0 billion in the third quarter of 2012. Fair value
losses for the year were $3.0 billion compared with fair value losses of $6.6 billion for 2011. The Capital
Markets mortgage investment portfolio balance decreased to $633.1 billion as of December 31, 2012,
compared with $708.4 billion as of December 31, 2011, resulting from purchases of $288.3 billion,
liquidations of $139.5 billion, and sales of $224.2 billion during the year.
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Business Segments

($ in millions) 4Q12 3Q12 Variance 2012 2011 Variance
Single-Family Segment:

Guaranty fee income $ 2,256 $ 2,014 $ 242 § 8151 $ 7,507 $ 644
Credit-related income (expenses) 2,419 (2,130) 4,549 919 (27,218) 28,137
Other (649) (706 ) 57 (2,780) (4,230) 1,450
Net income (loss) § 4,026 § (822 ) ¢ 4,848 § 6,290 $ (23,941 ) & 30,231
Multifamily Segment:

Guaranty fee income g 280 & 265 $ 15 § 1,040 ¢ 884 $¢ 156
Credit-related (expenses) income (54) 99 (153) 187 (280) 467
Other 221 63 158 284 (21) 305
Net income 4 447 § 427 § 20 § 1511 $ 583 § 0928
Capital Markets Segment:

Net interest income § 3,010 $ 3,247 $ (237 ) § 13241 $ 13,920 § (679
Investment gains, net 1,551 2,201 (650 ) 6,217 3,711 2,506
Fair value gains (losses), net 211 (961) 1,172 (3,041) (6,596 ) 3,555
Other (470) (365) (105) (2,216) (2,036 ) (180)
Net income § 4,302 § 4122 § 180 § 14,201 § 8999 § 5,202
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ﬁ FannieMae

ANNEX 1
FANNIE MAE

(In conzervatorzhip)
Consolidated Balance Sheets
(Dollar: in millionsz, except hare Amount)

Az of December 31,
2012 2011

Cazh and cash aguivalant: 5 21,117 T 17,532
Foastrictad cazh {includes 361,978 and 345 200, rezpactivaly, ralated to consolidated thest). oo 87,818 50,787
Fadaral fimds zold and secerities purchasad undaer asresmeants to r22sll or similar smranzements. .o 32,500 46, 00D
Invastments in sacuritias:
R b L 1 40,805 74,198
Avvailablafor-sala, af fair value (incudss 3935 and §1, 191, respactively, related to consolidatad trests) .. ... 53,181 77,582
e T o e 103,876 151,780
hlortzazs loams:
Eﬁtﬂﬂ for zala, at lowser of cost of fair value (includes 372 and 3466, respactivaly, ralatad to consolidatad 454 311

Loans hald for investment, at smodtized cost:
L 355,544 380,134
Of con=olidated trusts (includss $10 800 and 535,611 rezpactivaly, at fair valus and loans pladegad as collataral

that may b= zold or repladzed of 3043 and 370, respactivalyr) o eeeeeeeee. 2852183 2,580,332

Total loams hald fod immastIiammt. e e e et e e nene e 3,007,737 2,070 466
Allowamoe Tod BoEI Lo aas e e e n e e e e n e e e nnnee (58,783) {71,156)
Total loans hald for investmeant, Dt of ALl ommamoa . . e 1,048 042 21,808 310

Total mortzazs loans 2,040 408 2, BDE £21
Accreed intsrsst raosivabla, net {includas §7,567 and 38,4468, rezpactivaly, relatad to consolidatad trests) . .ooooeeeenne. o176 10, DD
T E e o L SRS 10,488 11,373
Orthear azz=tz {includes cash pladeed a= collaters] of 31,222 and 31, 100, sespactivals) e 27,830 25,374
B ST § 3,222 422 3,211,484

LIABILITIES AND EQUITY (DEFICIT)
Liahilities:

Accrvad intsrsst paysbla (includss 58, 845 and 30,302, sezpactivaly, ralatad to conzolidatad trmsts) ..., 3 11,303 3 12,848
Daibt:
Of Fanni= Was {includas 3703 and $83 8, respactivaly, 8t S wvalma) oo e 515,264 T3l 444
Of consolidatad trests (includes 311,647 and 33,230, respactivaly, gt S valume) e 2,573,653 2,457,428
Orthear liabdlitias {includes §1,050 and $820, razpactivaly, 1slatad to consolidatad st ..o 14378 13,535
R T USRS 3,215,128 3,216,055
Commitment and contimemcias Boota L. e — —
Fanni= hIa= stockholders" eguity (deficit):
Semior praforrad stock, 1,000, 00 sharas izzued and ouEtamGIE oo e 117,142 112578
Praforrad stock, 700, 000, 000 shars: are authorizad—533 374, 022 sharse {zzued and outstanding ... 12,130 12,130
Common stoed:, no pat value, oo maximum anthorization—1 308, 7862, 705 share: izzuad, 1,158 077 870 and
1,157, 767,400 shares outsmmdime oo ot vy e &B7 G687
Avcoemulated daficit {122, 765) {128, 3E1)
Accumulated other comprshenzive inooma (loss) 3B4 {1,235)
Traazury stock, af cost, 150,884,733 and 130,905,303 shars: raspactival® e {7,401) {7,403)
Total Fannia hia2 stockholdsrs” aquity (Bofiit] oo e e e e T.183 (4,824
B etal | = - TR 41 53
B o e | TSRS 7,224 4,571
Total liabdlitias amd agu iy JBaiit. oo oot e et e e en e e § 3,222 422 33,211,484

Ses Motes to Consolidated Financisl Statements
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ﬁ FannieMae

FANNIE MAE

(In conservatorship)
Conzolidated Statements of Operation: and Comprehenszive Income (Lozs)
(Dwellar: and zhares in millions, except per share amounts)

For the Year Ended December 31,

2012 2011 2010
Imterast incoms:
R T TS SETEUTSSPR 3 Q8L 5 1,087 ¥ 1,251
Avvailable-fod-2ale BaTEIITISE L e e e e aeees 3,180 3,277 5,200
Mlortzasa loans {includas 3110451, $123 633, and 132, 301, respactivaly, ralatad to conzolidatad
£ SRS 124,706 138 442 147, 583
L TS 186 117 148
R o e SRS 122,120 142 243 154270
Imtsrast saxpenes:
it ) S 152 310 831
Long-term dabt {includas 385 612, 5108641, and $118 373, respactively, relatad to consolidaed 107.537 133.352 157.230
Trtal FTEEEIRET SEDRIIER oot ee e e e en e 107 688 133,562 137,861
ot intersst inoomea. e . 21,501 18,281 16,400
Eonafit {provizion) for oratil Losaas .o e e e s 52 {26,718) (24,8048
Mat intarast incomes (loss) after banafit {provision) for oredit losses 12353 {7,437 (B, 48T
Imvastmamt EETE, IET e e e 487 506 348
L i v i B e b - S {3113 {614 (6047
Noncradit portion of other-than-tempossry impairments raoognizad in other comprsheneive income (loss). (402 308 {28)
= i | L R el B b b L 1 R {713 (308 [
Fair wvalinm LOmama, Dol et e ettt et e n e e {2,877 {6,621) {511
Dzt emtingui shmemt LoSEaz, TEE. oo e e e e e s (244 {232 {568)
F=2 and other incoms 1,487 1,143 1,084
MNon-intsrast losz {1,2600 (5,452 {371}
Administrative expaneas:
Salarizz and sSmplorss Bamaiita e e e e e enn s 1,125 1,236 1,277
ProfEzsiomal BEriOBE Lo e e e e et et ne e en e e TE6 T36 042
(DODIEPETNY SMETEEEE ..o ee ettt e e e et e e et et e ettt et et ettt ettt et e e e en 1E8 178 170
Orthear atdmimdstrahive SETIESE | e e e e e e e e e eneees 218 119 208
Total atmimi st vE SEETIESE e e e e e e nrn e 2,367 2,370 2,507
Foraclosad property (imoDdma) SiDSTEES . oo ee e e et n et et et e nn e nnns (254) TED 1,718
L s SRS 1,060 286 217
ToEED SEEEIEESE Lot ee et e e e e e et et et e et e et e enn et e e nnennns 3,173 4018 5,242
Invooma (loez) bafiors f0eral fIooMIE TS .o eeee e e e e e e n e e et 17,220 (18,245 (14,1007
Eamafit for fadiaral imomma TESE ..o e e e et et e e e — 20 B2
B e e SO 17,220 {16,855 {14,018
Othar compeshenzive inoomea (loes):
Changas in ung=alized gain: on vailsble-for-zals sacurities, net of reclaszification adjustments and
= SRS 1,735 522 3,504
L TS {118) {175) (&)
B I b = R A s TSR 1,819 447 3,444
Total comprahamzina iToaia {LOEEN o oe e e e e e et et et e e ees 18,838 {18,408 {10,574)
Lazz: Comprshemsive loss attributabls 1o noncontolimEintarsst e 4 — 4
Totsl comprshenzive incomes {loss) attributable to Fanmda blas e T 1B B43 5 (16,408 5 (10,570
o L ¥ 17,20 § (16,835 (14,018
Lazz: Met loss attributabla 10 nomoontroIins SIBS0ast ..o e e 4 — 4
M=t income {loss) attributabla to Fanmia WIS e e 17,224 § (16,855 5 (14,014
o s T o {11,603) (B 614 {7,704
Undistributad asmings availsble for diztribation to sendof prafamsd stockholdsr o (4,224 — —
Mat incomes (loss) attributabla to common steckcholders (ote 110 e 1,397 5 (28,460 P {21,718
s b o e e o TSRS
= USSP FO0.24 5 {481 3 (3.81)
T USSR 0.24 {4.61) {3.81)
Weighted-gverass common sharss QI tEEIIE ..o ce e e e e e
= USSP 5,762 5,737 5,604
L USSR 5,883 5,737 5,604

Saa MNotes to Consolidatad Financial Statsments
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ﬁ FannieMae

FANNIE MAFE

(In conservatorship)
Consolidated Statements of Cash Flows
{Drollar: in million=z)

For the Year Ended December 31,

2012 2011 2000
Cazh flowsz provided by (uzed in) operating activities:
Matincome (lozs) $ 17220 5 (16359 § (14018
Bzconcilistion ofnet income (loss) to nat cash providad b (usadin) opersting activitias:
Amortizationof costbasisadjustmants e {2.335) {360 126
(Banefit) provisionforeraditlossas ... {852y 26,718 24,808
Valustion B80S oo {1,34%) {408) {1,280)
(Gains) losses from partnarship investments (118 (B 74
Currant and dafared fademl incometamas .. 10 1,044 158
Purchasesofloansheldforsala (603 {737 {E13
Proceads fromrepavments and salas ofloans hald forsala...... 177 68 28
Metchangs in trading securitizs, axcludingnon-cash transfars e 31,872 {17,048 {23,612)
Payvmeants for formclosad proparty axpensas (5,722 {5,384 {5,658)
CHBEL, I e {1,402) {2,175 {8,170)
Mat cash provided by {used in) opemting activition ..o 37,001 {13,238) (27,395
Cash flows provided by investing activities:
Purchasas of trading secudtiss heldforimvestment . {3,216) {2,251 (B,3477
Proceeds frommatusities and pavdowns of trading securitizs held forinvestment.. ......... 3,508 1,581 1,638
Proceeds from sales of trading secusnitiss held forimvestmant. ool 3,881 1,526 21,556
Purchasas of available-for-sale sacuritias e {347 {1823 (4137
Proceeds frommaturitizs and pavdewns of availabla-for-salesecuritias. ... 12,536 13,552 17,102
Proceads from salas of availabla-for-sala securities 1,306 3,122 7,867
Purchases of loansheld forimvastomant .o {210,488 {78,008 {8,724
Proceads fromrepavments ofloans hald forinvestment of Fanmia Ma= ... 31,312 25,190 20,715
Proceeds fromrepavments ofloans held forinvestmeant of consolidatad trusts.............. 787,331 544,145 574,740
Metchangs in rastrictad cash {17,123} 12,881 {15,023
Advancesto Lamdars .o eenan {144,064 {70,514 {74,130
Proceads fromdisposition of acquirad property and praforaclosum sales.. 38,685 47,248 30,682
Mat changs in faderal funds sold and securitizs purchased undar agresments to rasell or
SETmilAr BErEEITETE e e e e enan 13,50 (34,2487 41,471
OHREE, TIEE oo e et 152 168 753)
Metcash providad by imvestine actinitias ..o 517,883 444 SRR 340,178
Cazh flows used in fmancing activities:
Proceeds fromissuance of debt of Fanmis Maa. ..o 736,065 766,508 1,135,803
Pavments to radeemdebt of Fanmia Mas e {834,111 (B15,838)  {1,146,383)
Proceeds fromissuancs of debt of consolidated trusts ... 306,513 133,516 276,575

Pavments to radeemdebt of cons olidated trusts {832,353 {647,605 {808, 502)

Payments ofcashdividends on seniorpraferred stock to Treaasure {11,608 (2,613) {7, 7080
Proceeds from semorprafarred stock purchase apresment with Treammry. 4,571 23,878 27,700
T o - USSR (2 145 4
Matcashused in fimaneimeactivitios e {361,118) (448,508) {302,200
Net increazemcazh and cashequivalentz........ e 3,578 42 10,485
Cazh and cash equivalemts st begimming of patiod ..o 17,538 17,2497 5,212
Cash and cash squivalentsat end of pariod .o ¥ 2117 3 1753 F 17
Cazh paid durine the period for:
BB ettt e e ee e e et ab——e—eeeeeeaeabsbe—e—eeeeeesasabebeeeeaeeeaessnresrneeaeas £ 119250 0§ 12BBMM 0§ 140651
Non-cash activities:
Metmorteags loans acquirsd brassuminedabt oo T 537,882 % 448437 0§ 4B4.800
Met transfars from (to) morteass loans of Fannis hias to (from) mortzass loans of
SOMEOHAREA NS oo e 165,272 33,850 {121,852)
Transfars fromadvances to landers to loans hald for investment of consolidated trusts...... 133,554 £8,223 68,385
Met transfars from morteass loans to acquired proparty. . ... 48,081 56,517 66,081

Soa Motas to Consolidated Financial Statements
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ﬁ FannieMae

FANNIE MAE
(In conservatorship)

Consolidated Statements of Changes in Equity (Deficit)
(Dollars and shares in millions)

Fannie Mae Stockholders’ Equity (Deficit)

Retained Accupmlated

Shares Outstanding Semior Additional E Nou_ Total
Senior Prafarred Freferred Common Paid-In (Accumulated Comprehensive Treasury  Controlling Equify
Pref; i Prefemed Common Srock Stock Stock Capital Deficit) Income (Loss) Stock Interest (Deficit)
Balance as of January 1, 2010. 1 580 1113 60500 % 20348 § 664 3 2083 § (83331 § (5126) § (7398) $§ 77§ (11.983)
Change n mvestment in noncontrolling _ _ _ _ _ _ _ _ _ _ g g
inferest
Comprehensive loss:
Wet loss — — — — — — — (14,014 — — “@ (14,018)
Other comprehensive income, net of
tax effect:
—aﬂa‘ﬁlz—eftmum:lm lp;sa( on
av ~sale secunhes (net
of tax of $1,644) - — — - - - - - 3.054 — - 3,054
Raclassfication admstment for
other-than-temporary
impanments recogmzed m _ _ _ _ _ _ _ _ e _ _ 159
loss (met of tax of $253)
Reclassfication ad1|15hn ent for gams
included in et loss (net of tax of _ _ _ _ _ _ _ _ 19 _ _ (19
£10)
Unrealized zains on ¢ assets
mimio o g - - - - - - - - Lo -
Pror serice cost and actuanial gams,
net of amortization for defined 61 &1
-y — — — - - — — - G — — 61)
Total comprehensive loss (10,574)
Semior preferred stock dividends — — — — — — (2,265) (5.441) — — — (7.706)
Increase to senior preferred liqudation — — — 27,700 — — — — — — — 27,700
preference : !
Cm;mfccmmble preferred _ @) 5 _ (144) 3 141 — — — — —
Other — — 1 — — — 41 — — 4 — 37
Balance as of December 31, 2010 1 577 1,119 S 88600 % 20204 § 667 $§ — £ (102988 % (1682) % (7402 S 82 § (2517
Change m mvestment m noncontrollng _ _ _ _ _ —_ — — — — (2%) (29
nterest - -
Comprehen=mve loss:
Met loss — — — — — — — (16.855) — — — (16.855)
Other comprehensive income, net of
tax effect:
m net unreahized losses on
available-for-zale secwities (net "
of tax of $230) - — — — — — — — 465 — _ 465
Reclassification admstment for
other-than-temporary
impairments recogmzed n net
loss (et of tax of $89) - - - - - - - - 208 - - 208
;;.‘Slsxded in net loss (pet of tax of _ _ _ _ _ _ _ _ (53) _ _ (53)
Prior service cost and actuarial gams,
net of amortization for defined
benefit plans — — — — — — — — 173) - - (173)
Total comprehansive loss (16.408)
Senior prefemed stock dividends — — — — — — (L,072) (8.541) — — — (9.613)
Increase to senior preferred liqudation — — — 23,978 — — — — — — — 23578
pmi'a_r\ence ) !
Comversion of convestible preferred — on 39 — (1,074) 20 1,054 — — — — —
Other — — — — — — 18 1 — (1)) — 13
Balance as of December 31, 2011 1 356 1,158 §112578 % 19,130 § 687 % — % (128381 § (L.235) § (7403) § 53 0§ (437h
Change in mvestment in noncontrolling _ _ _ _ _ _ _ _ _ _ ® ®
interest
Comprehensive income:
Met loss — — — — — — — 17.224 — — ) 17.220
Other comprehensive income, net of
tax effect:
Changes m net unreahzed losses on
available-for-sale securities (pet
of tax of $702) - - - - - - - - 1,289 - - 1289
Reclassification admstment for
other-than-temparary
impamments recogmzed m net
income (net of tax of £25 - - - - - - - - 463 - - 463
;cé\;:)iedmnetmcome{netofﬂx _ _ _ _ _ _ _ _ an _ _ an
Prior sarvice cost and zctuarial gains,
mtufal;:lﬁgz:mmfwahﬁned _ _ _ _ _ — - — (116) _ —_ (118)
Total comprehentive meome 18 839
Senior preferred stock dividends — — — — — — 1 (11.609) — — — (11.608)
Increase to senior preferred Liqmdation — — — 4571 — — — — — — — 4571
praference v :
Other — — — — — — (1) — — 2 — 1
Balance as of December 31, 2012 1 56 L1382 _8117J40 & 19130 & 887 % — B {2766 § 384 £ 740D 8 41 8 7224

See Notes to Consolidated Financial Statements
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