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Board Meeting

July 20, 2012
10:30 a.m. - 1:00 p.m.

Fannie Mae Headquarters
Washington, DC

Agenda

1216 p.m. IV Management Report (45 minutes) D.

a. Financial Update (McFarland)

Redacted for Non-Responsiveness
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Board Meeting

July 20, 2012
10:30 a.m. - 1:00 p.m.

Fannie Mae Headquarters
Washington, DC

Agenda
Redacted for Non-Responsiveness
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CONFIBENTIAL COMMERCIAL INFORMATION: CONEIDENTIAL TREATMENT AND FOI EXEMPTION REQUESTED.
FMBEH2-BE2030

May 2012 Financial Update

Board of Directors

July 19, 2012
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CONFIBENTIAL COMMERCIAL INFORMATION: CONEIDENTIAL THEATMENT AND FOI EXEMPTION REQUESTED.
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CONFIDENTIAL COMMERCIAL INFORMATION. CONFIDENTIAL TREATMENT AND FOIA EXEMPTION REQUESTED.
FMBD12-002041

Executive Summary

= May comprehensive income of $3.3B is more than double April results. This reflects a $3.0B credit-related benefit
in May, partially offset by $1.3B fair value losses due to decreasing interest rates

» Single-Family acquisition volumes are up month over month, but are stabilizing following the surge in March and
dip in April as lenders advanced deliveries ahead of the 10 bps guaranty fee increase mandated by the Temporary
Payroll Tax Cut Continuation Act (TCCA), which became effective April 1%t

» Multifamily May commitments are in line with the YTD average and remain elevated compared to this time last year
due to the current low interest rate environment

= Q2 comprehensive income projected at $6.28 which is double Q1 comprehensive income of $3.1B and is primarily
driven by the quarter’s credit-related benefit, slightly offset by fair value losses due to the declining interest rate
environment

« Full year 2012 projection continues to be favorable to Plan, primarily driven by lower credit-refated expenses
resulting from an improved book profile, higher national house prices and REQ values, as well as the low interest
rate environment impact on the individually impaired reserve. 2012 comprehensive income is expected to be
sufficient to cover the dividend obligations for the full year

»« Current five year forecast is for the years 2012-2018. Cumulative forecasted comprehensive income is $56.6B,
which is $12.3B higher than the May BOD forecast for that period due to an improved credit outiook

= Administrative expenses are trending below plan; however, incremental investments may be required to meet
Scorecard and Continuity Planning objectives
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CONFIDENTIAL COMMERCIAL INFORMATION. Oﬂﬁﬂ%ﬂ%%&WWﬂmﬁmbﬁngA AND FOIA EXEMPTION REQUESTED. DRAFT

Consolidated Financials
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CONFIDENTIAL COMMERCIAL INFORMATICN: ;QZW 2 ,M SEATMENT AND FOIA EXEMPTION REGUESTED.
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CONFIDENTIAL COMMERCIAL INFORMATICN: rﬁwwmm : mwﬁmw.%@mmzﬁ AND FOM EXEMPTION REQUESTED
F¥E M;.‘m A HFL IS

__ 2012 YTD comprehensive income favorable to Plan and prior year .. .
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CONFIDERTIAL COMMERCIAL INFORMATION: ﬁmmmmww %Wm@w%%mbwﬁmzew AN FORA EXEMETION RECHIESTED.
12

improved credit environment drives projected FY 2012 comprehensive income
favorable to Plan and prior year . ..

FLME Yohr J612
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Forecast vs. Plam: Forecast vs. Prior Year:

« Net revenues $1.88 favorable . . . lower funding costs, partislly offset = Net revenues $1.68 favorable . . . lower funding costs and lower non-
m@ fower income from morgage portfolio. The impact of 10 bps rice accnied interest resulling from fewer SDO nans, partially offset by lower
increase is expected to be $150M in 2012 intergst income from mortgage portfolio

= Fair value galns / {losses), net $2.08 unfavorable .. . losses onrisk = Fair value gains / (losses), net $5.1B favorable . . . prior vear results driven

managerment derivatives as interest rates declined in April and May by derivatives losses due to decreasing rades in 03 2011

* Credit-related expenses $10.38 favorable . . . lower severity and * Credit-related expenses $22.0B favorablé . . . no additional aflowance
fewer delinquencies driven by improved REC values and actual home required in 2012 as a result of fewer delinquencies, Allowance projected to
prices, along with belter prepayment sxpectations due fo low interest have peaked in Q4 2011
rate enviranment’

Current projection favorable to Plan primarily due to actual trends realized year to date
in credit-related expenses
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CONFIBENTIAL COMMERCIAL INFORMATION: CONEIDENTIAL TREATMENT AND FOIA EXENMPTION RECUESTED.
FMBEHZ-002046

FY 2012 comprehensive income projection improved by $4.9B to $11.6B . ..

%'s in bilfions) Commentary:

2012 Comprehensive Income = Net revenues $0.4B favorable . . . lower funding costs
Wailk by Activity due to decreasad interest rates

.8 6.3 = Fair value $1.4B unfavorable , . . losses on derivatives
as a result of declining interest rates

G4

S

= Credit-related expenses $5.7B favorable . . . improved
severity as a result of better REQ values and national
, , _ house prices, along with helter book profile driving lower
May“2BOD NetRevenue FairValue CreditRelaled  AOC Oher  Jul'12BCD collective and individually impaired reserves. The total
Exprases allwance is still projected o have reached ifs highest
levels in Qd 2011

20112 Comprehensive Income [ {Loss} by Quarter

= Comprehensive income favorable through Q3 . ..
year to dale improvement in realized national house
prices and RED values as well as fewer delinquencies
caused the allowance fo decline soonerin 2012 and v a
lower balance than anticipated I the priof forecast

= 04 projected comprehensive joss . .. the expected
seasonal impact of house prices and delinquency trends
on the allowance bulldreduction resulls in a netloss

(e 3 L2 LG

s by FOVER BOD Ry 2012 BOLY

Numbers Y not foot due (o mwunding.

Full year 2012 improvement largely due to the larger than anticipated reduction in the allowance

experienced year to date
Corfids <estiicie: 7 e
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CONFIDERTIAL COMMERCIAL INFORMATION: ﬁWMMW%WWW@WN%@%KMEﬁ AN PO EXENMPTION REQUESTED. mmﬁ%mw gm.

Lower credit-related expenses projected to eliminate the need to draw in 2012. . .

%5 in biflions)

2012 Comprehensive Income / (Loss) & Dividend Payment

Suby 8O _ﬁoﬁﬁg ensive
6.2 - ingome i Froess of
Divitiend Payments
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WSR2 Plan- Comprehensive
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8 . £33 BB sterting
eduily posdion

m...w,.m M@AM QM waﬁ_«_w Q@MQ\MM mwn.w N@ﬁm wbidel s sufficient o
_ T ‘ : or (34 dividend
July BOD $116.1 $116.1 $116.1 $116.1 ot
2012 Plan $115.9 $119.2 $121.2 $123.4

b Sehy 200 Bowd Forecast reflects artusl results thio by My and mark-to-erket throaghedone §, 200

Commeniany:
= Q1 Actuals . . . comprehensive income of $3.16 was sufficient to cover the quarter's dividend obligation of $2.8B
= QZ-and G3 Projections . . . comprehensive income driven by a larger than expecied allowance reduction earlier in 2012 than anticipated

= Q4 Projection . . . comprehensive loss is reflective of the expected impact of seasonal house prices and definquency trends on the allowance
buildireduction as home price growth is slowest, and delinquency transitions tend to be highest towards vear end

Current projection foresees comprehensive income through remainder of 2012 sufficient to
cover Q2 to Q4 dividend obligations
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CONFIBENTIAL COMMERCIAL INFORMATION: CONEIDENTIAL TREATMENT AND FOI EXEMPTION RECRIESTED
FMBOH2-002048

Allowance reduction drives full year 2012 and 2013 comprehensive income . ..
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Accurdated oher comgrehenibe incothe change..
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yarterly frend;

» Netrevenues . .. trend downward throughout 2012 and 2013 resulting from lower portfolio income due to liquidation of the portfolio. The benefitto
Nii from lower funding costs is slightly diminished fuarter-over-quarter as the cost of debt increases spproximately 20 bps from Q1 201215 Q4 2013
FY 2012 impact of TCCA-mandated 10 bps guaranty fee price increase is $150M and FY 2013 bmpact is $570M (both offset in other expenses}

= Fair vaiue gains  {losses) .. . $2.18 lows in 02 based on maricto-market through June 8, 2012, The remainder of the forecast is for mark-to-market
gains as sold oplions expire

= Creditrelated expenses . . . credit losses are expacied to be relatively stable from 2012 1o 2013 as delays in foreclosures are pushing oul defaulls
into later years. The quarterly sliowance decreases slightly from 2012 to 2013, a5 2012 year to date trends are not expectad to continue into 2013,
The home price trough I8 sxpected 1o ooour in G 2013 which s then followed by a pericd of slow home price growth

Earnings in 2012 projected to be sufficient to cover 2012 dividend obligation, however this is not expected to recur
in any of the guarters in 2013

Case 1:13-mc-01288-RCL Document 181-11 Filed 09/02/22 Page 15 of 49

Confidential — Restricled 2 .
Protected Information to Be Disclosed Only in Accordance With Protective Order FM_Fairholme CFC-00000268



CONFIBENTIAL COMMERCIAL INFORMATION: CONEIDENTIAL TREATMENT AND FOIA EXEMPTION REQUESTED.
FMBEH2-BE2048

2013 trends are a continuation of those projected for the remainder of 2012 . ..
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Commenia
« Total 8F defauits ... . quarterly variations in activity follow seasonality observed in historical periods

= SF net sales / UPB . . . railing indicator that follows home price forecast which is expected to bottom in Q1 2013; subsequent periods are
expected to increase in conjunction with increasing home prices

Quarterly indicators consistent with longer-term trends, except in quarters impacted by
seasonality
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CONFIBENTIAL COMMERCIAL INFORMATION: CONEIDENTIAL TREATMENT AND FOIA EXEMPTION REQUESTED.
FMBOH2-BO2D50

The Company is projected to achieve sustainable profitability beginning 2012 . ..

(¥'s in bilfioris) Jidy 2012 Boand Forecast .
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Commentary:
= Net revenues in 2013 lower than 2012 . . . decreasing portfolio drives down overall revenues

= Credif-related expenses in 2013 higher than 2012 . . . allowance declines at a slower rate in 2013 than 2012 a5 2012 year to.date trends
are not expected o continue

Five year forecast is expected to be a period of slow home price growth with sustained
lower severity
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CONFIDERNTIAL COMMERCIAL INFORRMATION: ﬁwmmmmwmmw%ﬁmbﬁ&mzew AN FOUA EXEMPTION REGUESTED.
BARTI200

§ year forecast increased by $12.3B primarily driven by lower credit-related
expenses ...

{$'sin billions)

Curnulative 2012- 2016 Comprehensive Income
Walk by Activity

08 63

24 43

e

T Y

May'1ZBOD NetRevenue FairValue CreditRelated  AOC

Jul'12BCD
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Commentary:

= Net revenues $2.1B favorable . . . variance dus to
lower funding costs as a result of decreased interest
rates, in addition o lower non-accrued interest

= Fair value $1.3B unfavorable . . . increased expense
from risk management activity resulting from lowey
hedging requirements

= Credit-related expenses $11.2B favorable . ..
improvement in credit losses of 312B due 10 lower
severity with better REQ values and REO execufion, as
well as a higher percentage of pre-foreciosure sales
and lower defaults with an improved book profile

= Comprehensive income through 2018 favorable | ..
pritrearily driven by reduction in credit-redated expenses

Improvement in the five year forecast primarily due to lower severities and fewer defaults
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CONFIDENTIAL COMMERCIAL INFORMATION. CONFIDENTIAL TREATMENT AND FOIA EXEMPTION REQUESTED.
FMBD12-002052

New Business
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CONFIDENTIAL COMMERCIAL INFORMATION: CONEIDENTIAL TREATMENT AN FOI EXENMPTION REGUESTED.
FRBOME-DE2053

Single-Family May volumes recover from depressed April levels. ..
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CONFIDENTIAL COMMERCIAL INFORMATICN: rﬁww,,wmw : M.Mmmw.%@mmz.ﬂ AND FOM EXEMPTION REQUESTED
T¥E M.‘m ALY

Multifamily commitment activity remains elevated as interest rates hit record lows. . .
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TIAL TREATMENT AND FOIA EXEMPTION RECUESTED

Capital Markets whole loan conduit commitment volumes experienced 12-month
high
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CONFIDENTIAL COMMERCIAL INFORMATION. CONFIDENTIAL TREATMENT AND FOIA EXEMPTION REQUESTED.
FMBD12-002057

Net Revenues
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CONFIBENTIAL COMMERCIAL INFORMATION: CONEIDENTIAL TREATMENT AND FOIM EXEMPTION REQUESTED.

FMBEH2-BE2058

Net revenues are $0.9B better than Plan . ..
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Commenta
« Netinterest income - portfolic and other $0.88 favorable to Plan . . . due to lower funding costs from increased short term debtmix, in
addition to lower non-accrued interest dil

ven by fewer definquenticans

« NIM - portfolio and other decreased fo 210 bps in May . . . higher May prepayment volumes compared o Aprit but still lower volumes
compared to the YTD average

remain ahead of Plan for the remainder of the vear as increased competition exerts downward pressure on pricing

» Multifamily weighted average charge fee of 87 bps tracking ahead of Plan . .. expect charge guaranty fees will decline modestly, but will

Portfolio net interest income drives favorability to Plan as a result of lower funding costs

Corfidential — Restricled
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CONFIBENTIAL COMMERCIAL INFORMATION: CONEIDENTIAL TREATMENT AND FOI EXEMPTION REQUESTED.
FMBOM2-B02050

FY 2012 net revenue of $22.1B trending better than Plan . . .

(&5 in bilons}

Full Year 2012
Current Varignce Yariante
Projection * Plan Fav { {Unfav) Pricr Year  Fav ! (Unfav}
Net interast incomie - portiolio and other % 145 & % 134 3 Xy 1 138 3
Met intarest incame - MBS guaranty fes. . 8.2 6.0 55
Net intersst Income. ... e b e ntrumr a0 i - % 208 $ 185 % L M3 %
GUarandy BBES e e et 2 8.2 0.2
Fopand ofher 00MST L e 11 a7 05
Nt PEVBEBUBR . vovverrsnesnris s e s ot svssvsarasressnesamseosbivns B 22.1 5 M3 5 3 04 %
Ay NI - portfolio end other (BpRY 158 182 16 171 28
Gross mortgage portfolio, ending 8B .. £25 B34 £ ik {24}
. distregsed assets, mm&n@ e b 4% Ko P % 4%
% short-tern debt, ending. 4% 3% % 2i% T
BF weighied aug charge mmm T VIO B0 ﬂwmmw ,,,,,,,,,,,,, Ko¥ 32 4 29 151
ME weiihted avg chaige les oy new acg (ps). I ¥5 85 13 T {31
'y 3012 Board Forecast refierts artuals thieugh Wey 2012 , )
¥ inchudes HARE, 1P Fiex and government soquisiions, (58 weighled, hohdes TECA Impact of 10 bps price creass: Pmbers may rob ool dus o rounding.

» zm» _wﬂmﬁmmw income — portfolio and other $1.1B higher than Plan . . . lower funding costs resuiting from higher short-term debt
mix than Plan and lower interest rates, partially offset by lower porifolio income

= Net interest income — portfolio and other $0.78 higher than prior year . . . lower funding costs and lowsr non-accrued interest
resulting from fewer SDQ loans, partially offset by lower income from mortgage portfolio as a result of the portfolio liquidation

= Net interest income — MBS guaranty fee 3$06.8B higher than prior year . . . higher effective guaranty fees as older vintages are
replaced by new business with higher charge fee and higher amortization income from up-front cash associated with risk-based
pricing. FY 2012 impact of 10 bps increase mandated by the Temporary Payroll Tax Cut Continuation Act is estimated at $150M

Lower funding costs, offset by decreasing portfolio, drive fuli year favorability to Plan and
prior year

Case 1:13-mc-01288-RCL Document 181-11 Filed 09/02/22 Page 26 of 49

Confidential — Restricled 20 .
Protected Information to Be Disclosed Only in Accordance With Protective Order FM_Fairholme CFC-00000279



CONFIBENTIAL COMMERCIAL INFORMATION: CONEIDENTIAL TREATMENT AND FOIM EXEMPTION REQUESTED.
FMBLHZ2-B02080

Net revenues forecast to decline year over year . ..

{¥'s i bithorns}

19.8 19.3 154 Commentary:

= NHi: Portfolic & Other . . .
decline driven by porifolio
liquidation in accordance with
portfolio cap, in addition to the
increased percentage of
distressed assels resulting
from the liquidation of
nerforming assets and the
repurchase of non-performing

Total Met Revenue 20.4 22.4 0.5

B Porifnlic B
her

§HEE Y WM Lo

TLOH apait!
Fow and Sdher hoonms

2041 2012 2013 2044 2018 8 o
*Tespporary Papel! Tae Dt Comlinptiony Sab 1TO0A) reouives Sk 38 sirglalarmiy ogek aoputred bebween 4100012 and 127900001 iude 210 Yoninoresbe ety 8

Mii: Portfolio & Othey , ,

Avg et infersst margin - portfolio and other (bps) 171 198 196 201 206 200 = Nil: MBS Guaranty Fee ...

Gross mortgage portiolio, ending ($B)............. 708 625 548 481 424 388 ncrease as a result of higher

Distrassed assets, ending (3B)......icwiivrinns 258 250 238 246 195 178 effective guaranty fees as the

% Distressed assets, SHGIRG. ..o i .. 3B% 40% 43% 45% 4B% s8%  legacy book is replaced by

% Short-term debt, 8nting.................. 21% 14% 14% 14% 14% 149, ~ New business at higher charge
fee and higher amortization

Nil: MBS Guaranty Fee income from up-front cash

SF weighted avy charge fos on new acy (Hpsi. 28 36 41 4z 43 43 associated with risk based

sn  Pricing. SF average charge fee
reflects increase due to the 10
bps Treasury increase

MF weighted avg charge fee on new'acy Bps)... 74 75 &0 G &0
* pelades HARF, RP Flex and goversment scquistions, LIPS weighted; Inchules TOGA rpact of 10 bps prive mcrease
Nurnbars may nol fool dus o rounding.

Total net revenues are decreasing net of 10 bps guaranty fee increase primarily driven by
lower income from portfolio liquidation

Case 1:13-mc-01288-RCL Document 181-11 Filed 09/02/22 Page 27 of 49
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CONFIDERTIAL COMMERCIAL INFORMATION: ﬁmwmmmwmawm}mww%mmwﬁ&mzﬁ AN PO EXENMPTION REQUESTED. mmﬁ%mw gm.

Total guaranty book remains stable at $3.0T year over year . . .

($'51

Guaranty Fee in Nl by Vintage

Total $6 & 563 7.0 3786 488 88

Yl FY 2 Y4 Y5
Gugranty Book st Business
Fyte EYig 1y FYid E¥is Evie
Sirgle-Family 52 542 $2 Bab $2 804 $2772 $7 759 $2.761
Muititarily $195 198 5168 204 LI06 218
Tistasl §3,008 3547 33006 32078 52 G066 2971

\" Tefiporary Pegred T Dot Dolieusnn ART{TOCA Y vedpares Bk aff sbgde Ty oons atguired batw san 102092 dngd $H3 W02 ncluds 0 10 bpl nsrsass beguacanty fes
* edacie MARP and Rl o

Case 1:13-mc-01288-RCL Document 181-11 Filed 09/02/22 Page 28 of 49
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Commentary:
= SF Guaranty fees . . . higher charge fees on new acquisitions after 2008 contribute to the increase i guaranty fees! in addition, all
remaining upfront cash fees on pre-2009 loans were recognized on 1/1/10 as & result of consolidation accounting

MF Guaranty fees . . . increase in fees driven by higher charge fee on new business as overall book remains flat at $200B

SF 2008+ vintage continues to contribute a larger portion to overall guaranty fees

reflecting higher average charge fees on new acquisitions

dential - Reslricled 22
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CONFIDENTIAL COMMERCIAL INFORMATION. CONFIDENTIAL TREATMENT AND FOIA EXEMPTION REQUESTED.
FMBD12-002062

Credit

Case 1:13-mc-01288-RCL Document 181-11 Filed 09/02/22 Page 29 of 49
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CONFIDENTIAL COMMERCIAL HFORMATION | ;Mwﬂwaw TIAL ﬁu EATMENT AND FOIA EXENPTION REQUESTED.
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CONFIDENTIAL COMMERCIAL INFORMATION: CONEIDENTIAL TREATMENT AND FOIA EXENMETION RECUIESTED.
FRB2-000064

Single-Family 2012 credit-related expenses projected to be $10.1B favorable to

Plan. ..
{%'s in hillons & #'s in thousands) Full ¥ear 2612
Kurrent Varjance Varance
Frojecton’ Plan Fay 7 fUnfavd Prior Year  Fav /! {Unfav)
Bingle-Famiily Credit-Related Expenses
Charge-ofs. . i e, & (473 {25y & % s il
Forechsed mgmmmm mxmvmmmmq o 151 {2 2%, £1.9%
Credit 108852 e £18.7} {21.5) {188}
Reduction 7 %mm& 3 BHOWANTE. . L i 1.4 38 {HLEY e d
SOP LB oo e 4.7 22 2.6 i
Total oreditreiated eXNDENSE S v e arneaed & {5.5} eS8 & 48,14 & mwﬁnm % 24.7
Ending ST foans (#)... . e 557 877 25 &t a4
Fotal fnitiated trial %oaaaé%v % 175 1654 £15) 7 a7
Cofnpieted modiications (HAKNP and pore zyy%w _“& 154 124 133 294 84
Total dedaulls ). o et e 284 255 12 251 7
Credit logs m&eﬁw»ﬁ Muwﬁ ,,,,,,,,, e et i 4% A 1% B %
Erding RECG inventory e 423 a4 1% 118 4%
Ending REC inventory (51 - & 1% R v % G % i1}
Single-Family Ending Allowance:
FAS B ording HOWaDIS .o 4 MAm pri -3 S 4 BE & 281 b 67
FAS. 114 ending llowialite. Lo e il 425 45 5 2.3 47 2 4.7
Total ending 3HOWARCE Ll ceciirisranrios % 828 7T & 7.8 & 753 3 14

* Setincts e duby S04E Board mng.m.a@ma and inclhudes selsal resuily Erough ?ﬁw 22
oy year achiol fesii exohnde the ipact of the write.off of HS2 loong 1104 2011

Pumbarg oy o food dhis-t roudiding

Commentary:

evperienced vear to dale

« Charge-offs $2.38 favorable to Plan . . . fewer defaults and improved severity due to better REDQ values and REO sales sxecution

= Reduction in allowance $7.6B favorable to Plan . . . both reserves benefit from higher REC values and an improved book profile
reflecting higher realized home prices andd fewer delinquencies. The reduction in individually impaired reserve (FAS 114} s further
enhanced by impact of higher prepayment expeciations resulting from the low interest rale environment

= Reduction / {bulld) in allowance $22.2B favorable to prior year . . . improvement due to lower severiies and fewer delinquencies

Case 1:13-mc-01288-RCL Document 181-11 Filed 09/02/22 Page 31 of 49
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Favorability in 2012 current projection is primarily reflective of the allowance decreasing
sooner and faster than originally anticipated
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CONFIBENTIAL COMMERCIAL INFORMATION: CONEIDENTIAL TREATMENT AND FOIA EXEMPTION REQUESTED.

FaB02- 002085

2016 Single-Family credit-related expenses down $26.4B from 2011 ...

win billions & #ain housands)

Total Cradit-
Related Expanses

Tredit Logses

BOP4R-3

§27.2

$5.5

$9.8

$5.1

$3.2

£0.8

Yirgtudes Schu PeSle Byauch By

#Coniinted modiication sk intlide dehis ey Srough Rty 2

pia & 2013 ¢ 2043 #0144 2018 it
FAS 5 Ending Alowance $ B: % B 23§ gy % 142 % 1.4 g 74
FAS 114 Ending Slowance 477 43 5 s 24 257 213

Total Ending Allowance {5) 3 783 % 638§ 5658 & #4585 0§ W8 $ 28.4

Ending 8040 Loan (#} 891 E57 L% a5 b b
Endding S0 Rate (%) 35% A% e 7.2% 1.7%. 1%
Fodal Initiated Modfications 8 Paki 175 148 71 48 36
Completed ModBcations (#F it 154 166 77 43 b
Fotal Dol (3 291 2 282 88 243 18
Credit Loss Bevedty (%) 8% £1% 415 7% 33% 3%
Ending FREG frventdry (8 119 123 125 147 113 b4
Ending REC Imentory {$) % W F % 3% EER 13 & 12

Heridbers may ot Tootdine fo reunding.

Commentary:

* Credit iosses .. . Credit
logses remain steady through
2014 as delays in foreclosures
have caused more of the
defaulis to be pushed oulto
later vears in the forecast
period. Defaults of the loans
originated prior to 2008
comprise §2% of total defaults
aver the five year forecast
period 2012-2018 and drive
approximately 91% of credit
losses during that pericd

« Allowance . . . projected to
decrease from Q4 2011 peak
and reduce 1o $64B by year-
end 2012; remains elevated at
year-end 2016 due high
volume loans in the individually
impaired reserve

Case 1:13-mc-01288-RCL Document 181-11 Filed 09/02/22 Page 32 of 49
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Continuously declining delinquencies along with improving home prices and severities
cause credit-related expenses to decline year ove

I year
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DRAFT

CONFIBENTIAL COMMERCIAL INFORMATION: CONEIDENTIAL TREATMENT AND FOIR EXEMPTION REQUESTED.
FMBOM 2002086

Single-Family credit activities are expected to reduce credit losses . . .

Modifications $24.1 $8.2 $32.2 (30.8) | $318
Preferred Loss Mitigation Strategies (PLMS) 13 1.3 24 0.8 34
Make-Whole Receipts® (Pursuing recoveries) 108 7.0 7.9 07 187

Total $36.3 $16.5 $52.7 50.9 $53.7

Hote: Baved on June 2093 Coporate Forecast. Dala i approximate ang ey change based on marked coraifions and other faclors. Abtwe may ot foot due to runding, Above reduciions are
gy refiecied in the curvent Torecast,

Ackuals represent 2005 - Apil 2012 ackivity.

pctuas represent makewhole reCeipts. Forecast foure refiecls reosipls as well 38 make-whole erufvsionts for-forecasted repirchase egnests

Commentary:
= 2009-2015 change from prior forecast: ,
= Forecast loss reduction driven by completed modifications is slightly lower . . . reflecting reduced probability of
gefault
* Forecast loss reduction driven by PLMS is significantly lower . . . continued improvement in REO values
negatively affects the marginal effectiveness of PLMS

= Extension of forecast through 2016 o
= Forecast loss reduction driven by completed modifications is further reduced... as the bensfits from the
incremental modification counts in 2016 are offset by additional failed modifications from the older vintages

«
+

Case 1:13-mc-01288-RCL Document 181-11 Filed 09/02/22 Page 33 of 49
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= Forecast loss reduction driven by PLMS and Make-Whole receipts are higher . . . driven primarily by the
additional volumes
Lower credit loss reduction primarily due to the continuing improvement in REO values
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CONFIBENTIAL COMMERCIAL INFORMATION: CONEIDENTIAL THEATMENT AND FOI EXEMPTION REQUESTED.
FMBEH2-BE2088

Multifamily 2012 credit forecast shows improvement from Plan . . .

{%'s ity mifons)

Full Year 2012
o
<
_.w Current Varlance Vartance
w Projection’ Plan Fav { {Unfav} Prior Year  Fav/ {Unfav)
= Muififamily Credit-Related Expenses:
o Charge-offs...... e es nemmge s eingad drniaes et reneen . B a2y 0§ (3887 % 37 3 (374} 3 53
2 Forecioged property OXPENSES. ..o vveiineaes 148 {50 38 {18} &
M Credit 108888, ..viieeiiee i e caeen e {331) {408} 77 {3801 88
W Reduction in allowante.. ..o i 324 265 $19 102 222,
o) BOP 033 it iviiensnnn e feenee e 2 - 2 8 {6)
[} L _ _ _ : =
T Total creditrelated eXPBENSES vionmsirin. 8 5y . § (203 $ §ii 5 {280 3 275
i
M__ Multifamily Credit Metrics:
@ FAS Bending allowants.....oooocvivvvcccee. 3 781 $ 30 35 a1y % 922 % 141
= FAS 14 erding allovance ..o 589 AL 150 750 181
m Total ending allowance......oeine. _ $ 1,350 $ 1,408 § 59 3 1672 % 322
>
3 Average SDQ rate (o) $.38% 0.50% 08.14% 0.57% G.21%
o Total loss ety (%6 e e 41% 44% 3% 41% 0%
— Annuslized cradit loss ratio Bpsh. oo 17 21 4 2 2
m Ending REC inventory ) i 228 281 £3 282 34
% ' Haftacts the July 2012 Bowrd Forecast reflects and inchudes actual résolts through May 2012 Numbers may ot foot due to rounding.
o
o .
m Commentary.
™ = While local economic weaknesses continug to exist in areas of the mulfifamily sector, FY 2012 credit performance is projected to be
M better than Plan as nproving market conditions and fewer defirgquencies result in lower oradit lnsses and higher aliowancs reduction
)
m Allowance reduction accelerated in 2012 behind increased charge-offs in Q1
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CONFIBENTIAL COMMERCIAL INFORMATION: CONEIDENTIAL THEATMENT AND FOIR EXEMPTION RELUESTED
FMBLHZ2-B02060

Multifamily credit performance expected to improve through forecast horizon . . .

F's i milions}

Total Credit-Related %280 %5 $48 $58 511 %126
Expenses _

Commentary:

Credit Lusses

= Credit losses ., . expegted to degline
in out years as we see fewer new
delinquencies

» MF allowance . . . {approx. 0.8% of
book) remaing lower than commercial
competitors due to better pverall
credit performance

2044 ants 2013 2044 2045 3948 = Both mpmw 5 and FAS 114 mmﬁi%;ﬁm

expected to decrease through 2015

FAS 5 Ending Alfowance $ o2 0§ 78t % 686 3 8w & s 0§ 53 - ... while FAS 114 allowance declined

FAE 114 Ending Alfowanoe 750 $  Hba § 495 % 345 $ 263 § 2En approx. $180M in O1, reduction is

Average S Rate (%) 4 57% 3.36% 03 30% 017% 135 £, 1738 and continued anticipation of loan

werage. BB Rate %) B i e 10 R S modifications at below market terms

Total Nel Loss Severity (%) #19% 41% 4% 6% % 0% inthe coming years (froubled debt
restructuring, TDR)

Anrwslized Credit Loss Ratio (bps) 0 17 12 i 3 8

Ending REC Inventary (#) 262 228 197 176 145 122

Mumbers may el foot due o sounding.

Improvement expected through forecast horizon, though future individually impaired loans
may slow allowance reductions in later years

Case 1:13-mc-01288-RCL Document 181-11 Filed 09/02/22 Page 36 of 49
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CONFIDENTIAL COMMERCIAL INFORMATION. CONFIDENTIAL TREATMENT AND FOIA EXEMPTION REQUESTED.
FMBD12-002070

Administrative Expenses & Headcount

Case 1:13-mc-01288-RCL Document 181-11 Filed 09/02/22 Page 37 of 49
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CONFIDERTIAL COMMERCIAL INFORMATION: rﬁwwmmwxmwwwm%mw%ﬁmzﬂ AND FOIR EXEMPTION REQUESTED.
MBIH2.00M

May YTD Administrative expenses favorable to Plan and prior year ...
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Jay 2012 actuai headcount is significantly below Pian.and 201 yearend .
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CONFIDENTIAL COMMERCIAL INFORMATION. Oﬂﬁﬂ%ﬂ%%&\ww@mﬁ%mbﬁgng. AND FOIA EXEMPTION REQUESTED. DRAFT

Appendix
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TREATMENT AND FOIA EXEMPTION REQUESTED. DRAFT

<
- B
O |
— B
hng
D |
oy
© A
o g
AN B
N
~~
~NE
o
= =
o §
o
oll
o8
iL i
— |
,I__.
i
eo] -
parfll
t.
C ¥
()
EL
>
O g
(@)
D_
— B
O
« |
o> |
o B
2.
—
0__
C..
m.
oM g
— §
(D)
05
® B
O F

Protected Information to Be Disclosed Only in Accordance With Protective Order FM_Fairholme_CFC-00000294




CONFIDERTIAL COMMERCIAL INFORMATION: nﬁz,ﬂ.wmmm. ; .%mmw.%@mmzﬁ AND FOM EXEMPTION REQUESTED
AR 5
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CONFIBENTIAL COMMERCIAL INFORMATION: CONEIDENTIAL TREATMENT AN FOI EXENMPTION REGUESTED.
FMBLr 2 DO2076

— MacroMarkets Forecast Suivey
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CONFIBENTIAL COMMERCIAL INFORMATION: CONEIDENTIAL TREATMENT AN FOI EXENMPTION REGUESTED.
FRMBIVZ-DE20TY

____Fannie Mae traditional share up in May due primarily to Wells Fargo . ..
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Single-Family Credit Sensitivities {o Current Forecast

Case 1:13-mc-01288-RCL Document 181-11 Filed 09/02/22 Page 45 of 49

2 Reflects Impact o credit Josses

CONFIBENTIAL COMMERCIAL INFORMATION: CONEIDENTIAL TREATMENT AND FOI EXEMPTION REQUESTED.

Current Forecast-of Single-Family
CreditRelated Expenses

NSO Medification Eifgotivness
NSO Modification Volumes
FEO Sales Txscution Ratey
PLMS Sales Exenution Rabio

MUG Recovery Heles

RED Acquisition Volumes

Asmrage HEG Default Expense per Loan

Home Price hdex: June 717 Home Price Scanaric °

Home Price ndex: Sewdire Home Pice Stengio

Hhrough e standard production process.

Corfident

at — Restricted

K

24%

<24%

FMBOZ-BE2DTE

increbse 1o-46%
W% increase
BBy ncrease
5% ncresse

wmersase o BH%
% um@mwmm

throsgh 2 2813,

eomesponding
HCieASE in uter

0% ncresss

peakAo-trpugh of
-2V il frough in
12042

down & scenafio,
peskto-trough of
2% with Wough in
3% 2015

5.5}

087

0.0

§1.7

BlEA

%02

B0.1;

NA

54.6)

{$24.2}

§3g?
s
$1.4

%28

$a.2

B4}

$5.0% 7.0

541 1

¥ Sensitivity assumes odsting and forpcasted madifications from 2000 o 208
( L which may differ from impact o ned worth
Fihie sensiivity (5 for the Jubie 2002 HPY only and'all other July 204
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CONFIBENTIAL COMMERCIAL INFORMATION: CONEIDENTIAL TREATMENT AND FOI EXEMPTION REQUESTED.

FMBOHZ-DE20TS

Net Revenue / Fair Value Sensitivities to Current Forecast

Current Forecast of Net Revenues $92.1

Down 100 bps Rate Shock on Net Interest income 0.4

Borrower Behaor:

Higher non-accrued interest due to faster transition to 500 for

significantly undenwater loans one month earlier (30.5)
Current Forecast of Fair Value Gains/ (Losses) {$1.5)
Instantaneous Down 100 bps Rate Mowment on Fair Value ($2.0)
Instantanecus Up 100 bps Spread Movwement on Fair Value {$2.4}

$100.0

$74

($1.2)

$0.3

($2.0

(2.4}

Case 1:13-mc-01288-RCL Document 181-11 Filed 09/02/22 Page 46 of 49
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CONFIDENTIAL COMMERCIAL INFORMATION. CONFIDENTIAL TREATMENT AND FOIA EXEMPTION REQUESTED.
FMBD12-002080

Detailed Current 5 Year Forecast

{&'s in billions}) July 2012 Board Forecast

Cumulative
2012° 2013 2014 2015 2016 20122018

Statement of Operations:

Net interest income - portfolio ard other. % 145 % 125 8 113 % 0.3 3 89 8 575

Net interest income - MBS guaranty fee........ o 0.3 7.0 7.5 8.0 8.5 37.4

Net interest ihcome. ... [P 20.8 195 18.8 18.4 175 950
Guaranty fes income.... 0.2 02 0.2 G2 02 08
Fee and other income........... 1.1 0.8 0.7 G.8 08 4.1
NEE FEVENHES. .o rres i rrrrinsas s srnsseesarsns s nnsnnansnnnavesnnnnnnnsnnnensnnnn snnsnuns $ A B 05 % 9.8 ¢ 93 $ 184 & 100.0
Investment gains, N8k 02 - - - - 0.2
Net athertharntemporary irmpairments. L TP (0.4 - - - - (0.4)
Fair value {losses) [ gains, net...... (1.5} 05 0.5 0.5 0.4 0.3
incorme from partnership investments, . D0 0.0 0.1 0.0 0.1 0.3
Administrative expenses.._............ PP (2.5} (2.5) (2.5) (2.3 2.1 (11.8}
Charge-offs...... {17.5} {17.2) (156.0) {(11.9) (8.5} {712
Foreclosed property expenses.. . {1.5) {1.8) (1.7} {1.4) [(aR2)] (7.3}
Recuction in alloWante. ... ... 1.7 75 1.0 8.0 77 471
SOP G323 USRI 1.7 19 1.6 1.1 0.8 74

Credit-refated BXPENSES .. . e (6.5} 96) (5.1) {3.23 (1.0} (24.4)
Cther expenses..... v, (1.1} {1.5) {1.8) (1.9 2.0} (8.3}
Total expenses and other iosses... $ {10.9) & 130y % 8.3 % 6.8 8 4.6 % {44.2}
Income before federal income taxes ... R USRS . 1.2 7.4 "o 12.4 13.8 55.8

(Provision) / benefit for federal income taxes. ... 0.0 8.0 0.0 6.0} ©.0 (0.0)

Accumuiated other comprehansive income change. 0.4 0.1 a1 01 01 a7

Net Worth Roll-Forward:

Beginning net worth.. % 48 & 0e % (1.4 % 0.3 % g2 § {4.6}

Case 1:13-mc-01288-RCL Document 181-11 Filed 09/02/22 Page 47 of 49

MNet income attributable to Fannie Mae. L 112 7.4 11.0 12.4 148 558
Accumuated other comprehensive income change. ... 0.4 0.1 0.1 2.1 0.1 0.7
Preferred infusion. ... [EOTOIOP T 46 2.8 2.2 03 - 9.9
BTG e e {(11.6} {11.8) (12.1) (12.2) (12.2) (B0.0)
Other equity. ... 0.0 {0.0) 0.0 0.0 0.0} (0.0
Ending net worth........ et reevanns 3 60 $ (1.4 $ 03 s 0.2 § 18 § 1.9
Cther Mefrics:

Cumulative infusion received, plus new draw................ . % 161 % 1204 % 1215 ¢ 215§ 1215 % 121.5

Ending allowance.. ... % 652 & 577 % 456 3 376 0% %8 % 29.9
1 July 2012 Board Forecast reflects actual resulls through May 2012 and mark-to-market activity through June 06, 2012 Numbers may not foot due to rounding,
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CONFIBENTIAL COMMERCIAL INFORMATION: CONEIDENTIAL TREATMENT AND FOI EXEMPTION REQUESTED.
FMBO2-BO2081

Forecast Development: Net Income / {Loss) and Credit-Related Expenses

{%'s in bitlions} The tables to the left refiect annual
proieclions of the Expected Case forscasts
presenied to the Board of Directors through

P — ‘ & Curuilstive Curhulative July 2012
{Bgiect ROD Meotingay, _ FY 2011 FY 3012 FYZ013  EV 2018 E¥Z015  FYI016 20312018 20122018

26w w8

Forecast Development - Mef Inoome [ {Logs)

ncrease in comdlaive tel loss and credit
redater axpenses primarily driven by worsening

home price forecast duning 2000 £:21% B -27%
peak-o-frough).

anuary 200 osn 455

Improyement in expected home price path
o -21% peak-fotrough esufted in lower
projectad SDOs and defauils.

Other factors contr Buling to varalions in
thi Toracasis inchide (1) relibement of HAMP
sstimates, ) impuctof cossclidstion
accowiting, (3) updates o non-aoorued inferest
projections and (4 changng book profile
Sy 2615 SO LA 574 118 %124 %138 $ 254 5558

A A R A T R R R e A S A R S R e 3 Incrense in credib-rolated expenses .
prmarily driven by delerdoralion in home price
expectations and an drease n modification
volumias, parlially offset by higher net inderest
incoms driven by a decline in rates and & shift
o less long borm debtl Bousitice.

Forecast Develnpment - Total Credii-Related Expenses

Cunmuiztive Cumulative
Fyaon FY 2012 FY¥ 2613 FY 2614 FY2018  FYR016 20112048 RO12-2018

$0.4) %03

Driven by continued foredosure delays.
{aging delinouencias) and changes ithe home
price foracast, partially offset by highes
modificaton vdumes.

Dirtven by lower funding costs on long and
aheirt torm debl due 10 o significant overal!
dechndin fafeg.

Movember 2014

Dirivan by rediced default yolumes due io
batter axpected performance of enderwater
and modified oans, in addition 1o reduced B4
haict due to lower projected Mi caims.

Case 1:13-mc-01288-RCL Document 181-11 Filed 09/02/22 Page 48 of 49

Sy T 2T 53 55 519 5} B} S5 B 509} {744

Numbers ey rot Botdue o sspelivg.
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CONFIDENTIAL COMMERCIAL lNFORMATION: Pﬁwmmmw%ﬁé Memm%..mﬁmz.ﬂ ARD FOIA EXEMPTION REQUESYED.
LN &2

New Business — Definitions
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