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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 delegated specified authorities to our Board of Directors and has delegated to management the authority to
conduct our day-to-day operations. Our directors do not have any duties to any person or entity except to the
conservator and, accordingly, are not obligated to consider the interests of the company, the holders of our equity or
debt securities or the holders of Fannie Mae MBS unless specifically directed to do so by the conservator. We
describe the rights and powers of the conservator, key provisions of our agreements with the U.S. Department of the
Treasury (‘“Treasury”), and their impact on shareholders in our Annual Report on Form 10-K for the year ended
December 31, 2011 (“2011 Form 10-K”) in “Business—Conservatorship and Treasury Agreements.”

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 and the
more detailed information in our 2011 Form 10-K.

This report contains forward-looking statements that are based on management’s current expectations and are subject
to significant uncertainties and changes in circumstances. Please review “Forward-Looking Statements” for more
information on the forward-looking statements in this report. Our actual results may differ materially from those
reflected in these forward-looking statements due to a variety of factors including, but not limited to, those described
in “Risk Factors” and elsewhere in this report and in “Risk Factors” in our 2011 Form 10-K.

You can find a “Glossary of Terms Used in This Report” in the “MD&A” of our 2011 Form 10-K.

INTRODUCTION

Fannie Mae is a government-sponsored enterprise (“GSE”) that was chartered by Congress in 1938. Our public mission
is to support liquidity and stability in the secondary mortgage market, where existing mortgage-related assets are
purchased and sold, and increase the supply of affordable housing. Our charter does not permit us to originate loans
and lend money directly to consumers in the primary mortgage market. Our most significant activity is securitizing
mortgage loans originated by lenders into Fannie Mae mortgage-backed securities that we guarantee, which we refer
to as Fannie Mae MBS. We also purchase mortgage loans and mortgage-related securities for our mortgage portfolio.
We use the term “acquire” in this report to refer to both our guarantees and our purchases of mortgage loans. We obtain
funds to support our business activities by issuing a variety of debt securities in the domestic and international capital
markets.

We are a corporation chartered by the U.S. Congress. Our conservator, FHFA, is a U.S. government agency. Treasury
owns our senior preferred stock and a warrant to purchase 79.9% of our common stock. Moreover, Treasury has made
a commitment under a senior preferred stock purchase agreement to provide us with funds under specified conditions
and, after 2012, up to a maximum amount, to maintain a positive net worth. The U.S. government does not guarantee
our securities or other obligations.

Our common stock is traded in the over-the-counter market and quoted on the OTC Bulletin Board under the symbol
“FNMA.” Our debt securities are actively traded in the over-the-counter market.

EXECUTIVE SUMMARY

The actions we have been taking since 2009 to provide liquidity and support to the market, grow a strong new book of
business and minimize losses on loans we acquired prior to 2009 are having a positive impact on our business and our
performance:

Financial Results. We experienced significant improvement in our financial results for the second quarter and first
half of 2012, as compared with the second quarter and first half of 2011, despite elevated levels of mortgage
delinquencies and foreclosures compared with pre-housing crisis levels, as well as home prices that are significantly
below their peak in 2006. As described under “Summary of Our Financial Performance for the Second Quarter and
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First Half of 2012,” we generated positive net worth for the second quarter, paid Treasury its quarterly dividend and
were not required to draw funds from Treasury for the quarter under the senior preferred stock purchase agreement.

We expect our financial results for 2012 to be significantly better than our 2011 results.

Strong New Book of Business. Single-family loans we have acquired since the beginning of 2009 constituted 59% of
our single-family guaranty book of business as of June 30, 2012, while the single-family loans we acquired prior to
2009 constituted 41% of our single-family book of business. We refer to the single-family loans we have acquired
since the beginning of 2009 as our “new single-family book of business” and the single-family loans we acquired prior
¢0 2009 as our “legacy book of business.” Our new single-family book of business includes loans that are refinancings
of loans that were in our legacy book of business. We provide information regarding the higher loan-to-value (“LTV”’)
ratios of these loans in “Credit Risk Characteristics of Loans Acquired under Refi Plus and HARP.” As described below
in “Our Strong New Book of Business,” we expect that our new single-family book of business will be profitable over
its lifetime.

Credit Performance. Our single-family serious delinquency rate has steadily declined each quarter since the first
quarter of 2010, and was 3.53% as of June 30, 2012, compared with 4.08% as of June 30, 2011. See “Credit
Performance” below for additional information about the credit performance of the mortgage loans in our single-family
guaranty book of business.

Reducing Credit Losses and Helping Homeowners. We continued to execute on our strategies for reducing credit
losses on our legacy book of business, which are described below under “Reducing Credit Losses on Our Legacy Book
of Business.” As part of our strategy to reduce defaults, we provided approximately 65,200 workouts to help
homeowners stay in their homes or otherwise avoid foreclosure in the second quarter of 2012.

Providing Liquidity and Support to the Mortgage Market. We continued to be a leading provider of liquidity to the
mortgage market in the second quarter of 2012. As described below under “Providing Liquidity and Support to the
Mortgage Market,” we remained the largest single issuer of mortgage-related securities in the secondary mortgage
market in the second quarter of 2012 and remained a constant source of liquidity in the multifamily market.

Helping to Build a New Housing Finance System. We also continued our work during the second quarter of 2012 to
help build a new housing finance system, including pursuing the strategic goals identified by our conservator: build a
new infrastructure for the secondary mortgage market; gradually contract our dominant presence in the marketplace
while simplifying and shrinking our operations; and maintain foreclosure prevention activities and credit availability
for new and refinanced mortgages. For more information on our strategic goals, see ‘“Business—Executive Summary—QOur
Business Objectives and Strategy” in our 2011 Form 10-K and “Executive Compensation—Compensation Discussion and
Analysis—2012 Executive Compensation Program—2012 Corporate Performance Objectives” in Amendment No. 1 on
Form 10-K/A to our Annual Report on Form 10-K for the year ended December 31, 2011 (the “2011 Form 10-K/A”).
Helping Offset the Cost of a Nationwide Payroll Tax Cut. In addition, we are helping offset the cost of the nationwide
payroll tax cut. At the direction of FHFA, effective April 1, 2012, we increased the guaranty fee on all single-family
residential mortgages delivered to us by 10 basis points. This fee increase was required by the Temporary Payroll Tax
Cut Continuation Act of 2011 (the “TCCA”) for new loans delivered to us until 2021 and requires that we remit this
increase directly to Treasury to help offset the cost of a two-month extension of the payroll tax cut from January 1,
2012 through February 29, 2012. As of June 30, 2012, our liability to Treasury for the remittance of this guaranty fee
was $26 million.

Summary of Our Financial Performance for the Second Quarter and First Half of 2012

We experienced a significant improvement in our financial results for the second quarter and first half of 2012
compared with the second quarter and first half of 2011. Although our financial condition continues to be impacted by
elevated mortgage delinquencies and foreclosures as well as home prices that are significantly below their peak in
2006, we saw improvement in the housing market in the first half of 2012. In addition, we have seen further
improvement in the performance of our book of business, including lower delinquency rates and higher

re-performance rates for our modified loans. These factors have resulted in a reduction in our loan loss reserves and a
corresponding recognition of a benefit (rather than a provision) for credit losses for the second quarter and first half of
2012.

2
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Comprehensive Income (Loss)

Quarterly Results

We recognized comprehensive income of $5.4 billion in the second quarter of 2012, consisting of net income of $5.1
billion and other comprehensive income of $328 million. In comparison, our comprehensive loss and net loss for the
second quarter of 2011 were $2.9 billion.

The significant improvement in our second quarter results was primarily due to recognition of a benefit for credit
losses of $3.0 billion in the second quarter of 2012 compared with a provision for credit losses of $6.5 billion in the
second quarter of 2011. This benefit for credit losses was due to a decrease in our total loss reserves driven primarily
by an improvement in the profile of our single-family book of business resulting from an increase in actual home
prices, including the sales prices of our REO properties. In addition, our single-family serious delinquency rate
continued to decline, driven in large part by the quality and growth of our new single-family book of business, our
modification efforts and current period foreclosures. Key factors impacting our credit-related results include:

Home prices increased by 3.2% in the second quarter of 2012 compared with 1.2% in the second quarter of 2011. We
historically see seasonal improvement in home prices in the second quarter; however, the home price increase in the
second quarter of 2012 was larger than expected and the largest quarterly increase we have seen in the last few years.
Higher home prices decrease the likelihood that loans will default and reduce the amount of credit loss on loans that
do default.

Sales prices on dispositions of our REO properties improved in the second quarter of 2012 as a result of strong
demand. We received net proceeds from our REO sales equal to 59% of the loans’ unpaid principal balance in the
second quarter of 2012, compared with 56% in the first quarter of 2012 and 54% in the second quarter of 2011.

Our single-family serious delinquency rate declined to 3.53% as of June 30, 2012 from 3.67% as of March 31, 2012
and 4.08% as of June 30, 2011.

In addition to the reasons described above, the cash flow projections on our individually impaired loans improved due
to accelerated expected prepayment speeds as a result of lower mortgage interest rates: the average 30-year fixed-rate
mortgage interest rate was 3.68% in June 2012, compared with 3.95% in March 2012 and 4.51% in June 2011,
according to Freddie Mac’s Primary Mortgage Market Survey®. The accelerated expected prepayment speeds reduced
the expected lives of modified loans and thus reduced the expected expense related to the concessions we have
granted to borrowers.

As discussed below in “Our Expectations Regarding Future Loss Reserves and Credit-Related (Income) Expenses,” due
to the large size of our guaranty book of business, even small changes in home prices, economic conditions and other
variables can result in significant volatility in the amount of credit-related expenses or income we recognize from
period to period.

The improvement in our credit results in the second quarter of 2012 was partially offset by fair value losses of $2.4
billion, compared with fair value losses of $1.6 billion in the second quarter of 2011. Our fair value losses in the
second quarter of 2012 were primarily due to risk management derivative losses on pay-fixed swaps, primarily driven
by a decrease in swap rates in the quarter. Derivative instruments are an integral part of how we manage interest rate
risk and an inherent part of the cost of funding and hedging our mortgage investments. We expect high levels of
period-to-period volatility in our results because our derivatives are recorded at fair value in our financial statements
while some of the instruments they hedge are not recorded at fair value in our financial statements.

Year-to-Date Results

Our comprehensive income for the first half of 2012 was $8.5 billion, consisting of net income of $7.8 billion and
other comprehensive income of $690 million. In comparison, we recognized a comprehensive loss of $9.2 billion in
the first half of 2011, consisting of a net loss of $9.4 billion and other comprehensive income of $183 million.

The significant improvement in our financial results was primarily due to recognizing a benefit for credit losses of
$1.0 billion in the first half of 2012 compared with a provision of $17.1 billion in the first half of 2011. The
improvement was a result of the same factors that impacted the second quarter of 2012, which are described above.
The improvement in our credit results was partially offset by higher fair value losses on risk management derivatives.
See “Consolidated Results of Operations” for more information on our results.

Net Worth
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Our net worth of $2.8 billion as of June 30, 2012 reflects our comprehensive income of $8.5 billion offset by our
payment to Treasury of $5.8 billion in senior preferred stock dividends during the first half of 2012.
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As a result of our positive net worth as of June 30, 2012, we are not requesting a draw from Treasury under the senior
preferred stock purchase agreement. The aggregate liquidation preference on the senior preferred stock remains at
$117.1 billion, which requires an annualized dividend payment of $11.7 billion. The amount of this dividend payment
exceeds our reported annual net income for every year since our inception. As of June 30, 2012, we have paid an
aggregate of $25.6 billion to Treasury in dividends on the senior preferred stock.

Table 1 below displays our Treasury draws and senior preferred stock dividend payments to Treasury since entering
conservatorship on September 6, 2008.

Table 1: Treasury Draws and Senior Preferred Stock Dividend Payments

2012 (first Cumulative

2008 2009 2010 2011 half) Total
(Dollars in billions)
Treasury draws(D(@) $15.2 $60.0 $15.0 $25.9 $— $116.1
Senior preferred stock dividends® — 2.5 7.7 9.6 5.8 25.6
Treasury draws less senior preferred $15.2 $57.5 $73 $16.3 $(5.8) $90.5

stock dividends

Cumulative percentage of senior
preferred stock dividends to Treasury 02 % 33 % 113 % 171 % 220 % 220 %
draws

(1) Represents the total draws received from Treasury based on our quarterly net worth deficits for the periods
presented. Draw requests are funded in the quarter following each quarterly net worth deficit.
(2 Treasury draws do not include the initial $1.0 billion liquidation preference of the senior preferred stock, for which
we did not receive any cash proceeds.
3y Represents total quarterly cash dividends paid to Treasury during the periods presented based on an annual rate of
10% per year on the aggregate liquidation preference of the senior preferred stock.
Total Loss Reserves
Our total loss reserves consist of (1) our allowance for loan losses, (2) our allowance for accrued interest receivable,
(3) our allowance for preforeclosure property taxes and insurance receivables, and (4) our reserve for guaranty losses.
Our total loss reserves, which reflect our estimate of the probable losses we have incurred in our guaranty book of
business, including concessions we granted borrowers upon modification of their loans, decreased to $68.0 billion as
of June 30, 2012 from $74.6 billion as of March 31, 2012 and $76.9 billion as of December 31, 2011. Our total loss
reserve coverage to total nonperforming loans was 28% as of June 30, 2012, compared with 30% as of March 31,
2012 and 31% as of December 31, 2011.
Our Expectations Regarding Future Loss Reserves and Credit-Related (Income) Expenses
We expect the trends of stabilizing home prices and declining single-family serious delinquency rates to continue,
although we expect serious delinquency rates to decline at a slower pace than in recent periods. As a result of these
trends, we believe that our total loss reserves peaked as of December 31, 2011 and will not increase above $76.9
billion in the foreseeable future. We also believe that our credit-related expenses will be lower in 2012 than in 2011.
Although we expect these positive trends to continue, the amount of credit-related income or expenses we recognize
in future periods could vary significantly from period to period and may be affected by many different factors, such as
those described below. Moreover, although we believe that our total loss reserves peaked as of December 31, 2011,
we expect our loss reserves will remain significantly elevated relative to historical levels for an extended period
because (1) we expect future defaults on loans that we acquired prior to 2009 and the resulting charge-offs will occur
over a period of years and (2) a significant portion of our reserves represents concessions granted to borrowers upon
modification of their loans and will remain in our reserves until the loans are fully repaid or default.
Our expectations regarding our future credit-related expenses or income and loss reserves are based on our current
expectations and assumptions about many factors that are subject to change. Factors that could result in higher
credit-related expenses and loss reserves than we currently expect include: a drop in actual or expected home prices;
an increase in our serious delinquency rate; an increase in interest rates; an increase in unemployment rates; future
legislative or regulatory requirements that have a significant impact on our business, such as a requirement that we
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implement a principal forgiveness program; future updates to our models relating to our loss reserves, including the
assumptions used by these models; future
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changes to accounting policies relating to our loss reserves; significant changes in modification and foreclosure

activity; changes in borrower behavior, such as an increasing number of underwater borrowers who strategically

default on their mortgage loan; failures by our mortgage seller/servicers to fulfill their repurchase obligations in full;
failures by our mortgage insurers to fulfill their obligations in full; and many other factors, including those discussed

in “Outlook—Factors that Could Cause Actual Results to be Materially Different from Our Estimates and Expectations” in
this report and in “Risk Factors” in both this report and in our 2011 Form 10-K. Due to the large size of our guaranty
book of business, even small changes in these factors could have a significant impact on our financial results for a
particular period.

In addition, in April 2012, FHFA issued an Advisory Bulletin that could have an impact on the amount of our future
credit-related expenses or income and loss reserves; however, we are still assessing the impact of the Advisory

Bulletin. See “Legislative and Regulatory Developments—FHFA Advisory Bulletin Regarding Framework for Adversely
Classifying Loans” for additional information.

Our Strong New Book of Business

Credit Risk Profile of Loans in our New Book of Business Compared with our Legacy Book of Business

Since 2009, we have seen the effect of actions we took, beginning in 2008, to significantly strengthen our

underwriting and eligibility standards and change our pricing to promote sustainable homeownership and stability in

the housing market. While it is too early to know how the single-family loans we have acquired since January 1, 2009
will ultimately perform, given their strong credit risk profile and based on their performance so far, we expect that

these loans, in the aggregate, will be profitable over their lifetime, by which we mean that we expect our fee income

on these loans to exceed our credit losses and administrative costs for them. In contrast, we expect that the
single-family loans we acquired from 2005 through 2008, in the aggregate, will not be profitable over their lifetime.
Loans we have acquired since the beginning of 2009 constituted 59% of our single-family guaranty book of business

as of June 30, 2012. Our 2005 through 2008 acquisitions, which are becoming a smaller percentage of our

single-family guaranty book of business, constituted only 27% of our single-family guaranty book of business as of
June 30, 2012.

The 59% of our single-family guaranty book of business that represents our new single-family book of business
includes loans that are refinancings of existing Fannie Mae loans under our Refi Plus™ initiative. Refi Plus loans
constituted 14% of our single-family guaranty book of business as of June 30, 2012. Refi Plus loans include loans that
are refinancings under the Administration’s Home Affordable Refinance Program (“HARP”). Because HARP and Refi
Plus are designed to expand refinancing opportunities for borrowers who may otherwise be unable to refinance their
mortgage loans due to a decline in home values, many of the loans we acquire under HARP and some of the loans we
acquire under Refi Plus have higher LTV ratios than we would otherwise permit, greater than 100% in some cases.

The volume of loans with high LTV ratios that we acquired under Refi Plus and HARP increased in the second

quarter of 2012, as we discuss below in “Credit Risk Characteristics of Loans Acquired under Refi Plus and HARP.” As
a result, loans with LTV ratios greater than 100% constituted 10% of our acquisitions in the second quarter of 2012,
compared with 3% in the second quarter of 2011, and the weighted average LTV ratio at origination of loans we
acquired in the second quarter of 2012 increased to 76% from 71% in the second quarter of 2011.

Our expectations regarding the ultimate performance of our loans are based on numerous expectations and

assumptions, including those relating to expected changes in regional and national home prices, borrower behavior,
public policy and other macroeconomic factors. If future conditions are more unfavorable than our expectations, the
loans we acquired since the beginning of 2009 could become unprofitable. For example, home prices are a key factor
affecting the profitability we expect. When home prices decline, the LTV ratios on our loans increase, and both the
probability of default and the estimated severity of loss increase. If home prices decline significantly from June 2012
levels, the loans we acquired since the beginning of 2009 could become unprofitable. See “Outlook—Home Prices” for our
current expectations regarding changes in home prices. Also see “Outlook—Factors that Could Cause Actual Results to
be Materially Different from Our Estimates and Expectations” in this report and “Risk Factors” in both this report and our
2011 Form 10-K for a discussion of factors that could cause our expectations regarding the performance of the loans

in our new single-family book of business to change.

Table 2 below displays information regarding the credit characteristics of the loans in our single-family conventional
guaranty book of business as of June 30, 2012 by acquisition period, which illustrates the improvement in the credit
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risk profile of loans we acquired beginning in 2009 compared with loans we acquired in 2005 through 2008.
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Table 2: Selected Credit Characteristics of Single-Family Conventional Loans Held, by Acquisition Period
As of June 30, 2012

% of
Single-Family Current Current
Conventional Estimated Mark-to-Market Serious
gggianty Mark-to-Market LTV Ratio Delinquency
of Business()) LTV Ratio() >100% 12 Rate®
Year of Acquisition:
New Single-Family Book of Business:
2012 13 % 71 % 6 % 0.01 %
2011 18 69 3 0.14
2010 15 70 5 0.42
2009 13 72 6 0.76
Total New Single-Family Book of Business 59 70 5 0.33
Legacy Book of Business:
2005-2008 27 101 44 9.38
2004 and prior 14 59 8 3.37
Total Single-Family Book of Business 100 % 17 % 16 % 3.53 %

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 June
30, 2012.
The majority of loans in our new single-family book of business as of June 30, 2012 with mark-to-market LTV
(2) ratios over 100% were loans acquired under our Refi Plus initiative. See “Credit Risk Characteristics of Loans
Acquired under Refi Plus and HARP” for more information on our recent acquisitions of loans with high LTV
ratios.
A substantial portion of the loans acquired in 2012 were originated so recently that they could not yet have become
3) seriously delinquent. The serious delinquency rates for loans acquired in more recent years will be higher after the
loans have aged, but we do not expect them to approach the levels of the June 30, 2012 serious delinquency rates
of loans in our legacy book of business.
The single-family loans that we acquired in the first half of 2012 had a weighted average FICO credit score at
origination of 762 and an average original LTV ratio of 73%. Of the single-family loans we acquired in the first half
of 2012, approximately 14% had an original LTV ratio greater than 90%, and approximately 1% had a FICO credit
score at origination of less than 620. The average original LTV ratio of single-family loans we acquired in the first six
months of 2012, excluding HARP loans, was 68%, compared with 105% for HARP loans. See Table 2 in our 2011
Form 10-K for information regarding the credit risk profile of the single-family conventional loans we acquired during
specified previous periods.
Credit Risk Characteristics of Loans Acquired under Refi Plus and HARP
Since 2009, our acquisitions have included a significant number of loans refinanced under HARP. We acquire HARP
loans under Refi Plus, which provides expanded refinance opportunities for eligible Fannie Mae borrowers. HARP
loans, which have LTV ratios at origination in excess of 80%, must be secured by the borrower’s primary residence. In
addition, a HARP loan cannot (1) be an adjustable-rate mortgage loan, or ARM, if the initial fixed period is less than
five years; (2) have an interest-only feature, which permits the payment of interest without a payment of principal;
(3) be a balloon mortgage loan; or (4) have the potential for negative amortization. Under Refi Plus, we also acquire
loans with LTV ratios at origination greater than 80% that do not meet the criteria for HARP because they are not
secured by the borrower’s primary residence, as well as loans that have LTV ratios at origination of less than 80%.
Many of the loans we acquire under HARP and some of the loans we acquire under Refi Plus have higher LTV ratios
than we would otherwise permit. Some borrowers for these loans also have lower FICO credit scores than we would
otherwise require.
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Loans we acquire under Refi Plus and HARP represent refinancings of loans that are already in our guaranty book of
business. The credit risk associated with loans we acquire under Refi Plus and HARP essentially replaces the credit
risk that we already held prior to the refinancing. Loans we acquire under Refi Plus and HARP have higher serious
delinquency rates and may not perform as well as the other loans we have acquired since the beginning of 2009.
However, we expect these loans will perform better than the loans they replace because Refi Plus and HARP loans
should reduce the borrowers’ monthly payments or provide more stable terms than the borrowers’ old loans (for
example, by refinancing into a mortgage with a fixed interest rate instead of an adjustable rate).

6
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Loans we acquired under Refi Plus represented 23% of our new single-family book of business as of June 30, 2012
and had a serious delinquency rate of 0.60%, compared with a serious delinquency rate for our new single-family

book of business overall of 0.33%. These Refi Plus loans include the loans we acquired under HARP, which
represented 10% of our new single-family book of business as of June 30, 2012 and had a serious delinquency rate of
1.06%. See “Table 35: Selected Credit Characteristics of Single-Family Conventional Loans Acquired under HARP
and Refi Plus” for more information on the serious delinquency rates and mark-to-market LTV ratios as of June 30,
2012 of loans in our new single-family book of business overall and of loans we acquired under Refi Plus and HARP.
In the second quarter of 2012, the volume of loans we acquired under HARP and Refi Plus increased significantly
from the first quarter as changes designed to make the benefits of HARP available to more borrowers were
implemented. The approximately 128,000 loans we acquired under HARP in the second quarter of 2012 constituted
15% of our single-family acquisitions for the period, measured by unpaid principal balance, compared with 10% of
single-family acquisitions in the first quarter of 2012. These loans were included in the approximately 247,000 loans
we acquired under Refi Plus in the second quarter of 2012, which constituted 27% of our single-family acquisitions

for the period, measured by unpaid principal balance, compared with 22% of single-family acquisitions in the first
quarter of 2012.

As a result of recently implemented changes to HARP, we expect that if interest rates remain low we will continue to
acquire a high volume of refinancings under HARP. In particular, we expect to acquire many refinancings with LTV
ratios greater than 125%, because borrowers were unable to refinance loans with LTV ratios greater than 125% in
large numbers until changes to HARP were fully implemented in the second quarter of 2012. We expect the elevated
volume of HARP refinancings will decrease when interest rates rise sufficiently or when there is no longer a large
population of borrowers with loans that have high LTV ratios who would benefit from refinancing. HARP is

scheduled to end in December 2013.

Factors that May Affect the Credit Risk Profile and Performance of Loans in our New Book of Business in the Future
Whether the loans we acquire in the future will exhibit an overall credit profile similar to our more recent acquisitions
will depend on a number of factors, including our future pricing and eligibility standards and those of mortgage
insurers and the Federal Housing Administration (“FHA”), the percentage of loan originations representing refinancings,
our future objectives, government policy, market and competitive conditions, and the volume and characteristics of
loans we acquire under Refi Plus and HARP.

See “Business—Executive Summary—Our Strong New Book of Business and Expected Losses on our Legacy Book of
Business—Building a Strong New Single-Family Book of Business” in our 2011 Form 10-K for a more detailed
discussion of the changes in the credit profile of our single-family acquisitions. In addition, see “MD&A—Risk
Management—Credit Risk Management—Single-Family Mortgage Credit Risk Management” for more detail regarding the
credit risk characteristics of our single-family guaranty book of business.

Credit Performance

Table 3 presents information for each of the last six quarters about the credit performance of mortgage loans in our
single-family guaranty book of business and our workouts. The term “workouts” refers to home retention solutions and
foreclosure alternatives. The workout information in Table 3 does not reflect repayment plans and forbearances that
have been initiated but not completed, nor does it reflect trial modifications that have not become permanent.
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Table 3: Credit Statistics, Single-Family Guaranty Book of Business)

2012 2011
Q2 Full
YTD Q2 Ql Year Q4 Q3 Q2 Ql
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