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inadequate housing. Six million low-
income families paid more than 50
percent of their income for rent, leaving
them with less money for other
necessities like food, clothing, health
care, and education. The very lowest
income renters (families with incomes
below 30 percent of area median
income) are particularly hard-hit by
high rents relative to their incomes,
with over 50 percent of these families
spending more than half of their income
on rent.

The most unfortunate families have
no homes. Precise counts of homeless
people are not available. An estimated
600,000 people are homeless on any
given night and as many as seven
million Americans have experienced
homelessness during the late 1980s,
some for brief periods and some for
years.66

(2) Economic, Housing, and
Demographic Conditions. The
Department estimates that in 1995
originations for single-family mortgages
will be $615 billion. The demand for
purchase mortgages will increase in
1995 and 1996, because of demographic
trends, including high levels of
immigration, changing age and family
composition of households, the growth
of the affluent elderly population, and
potentially increased homeownership
by native-born minorities. In addition,
although volatile interest rates strongly
influence both housing starts and
mortgage market activity, rates that are
low by historic standards have
improved affordability for first-time
home buyers, many of whom were
closed out of the market during the
1980s. Increasing income inequality and
changes in household composition will
continue to create an acute need for
rental housing affordable to very low-
income families, placing additional
pressure on the widespread shortages of
rental housing affordable to families
with incomes below 30 percent of area
median income.

(3) Previous Performance of the GSEs.
The GSEs exceeded the 1993 goals for
low- and moderate-income housing.
Neither enterprise met the central cities
goal for 1993. For the special affordable
housing goal, a two-year goal, both GSEs
are on track to meet the single-family
portion of the goal. Fannie Mae should
meet the multifamily portion of the goal
by the end of 1994. It is unclear whether
Freddie Mac will meet the multifamily
portion of the goal by the end of 1994.
The Secretary notes that, during the
transition period 1993–1994, both GSEs
have engaged in new marketing efforts,

and introduced new programs,
products, and relationships in an effort
to achieve the goals.

(4) Size of the Conventional Market
for Each Goal. The Secretary recognizes
the importance of accurately
determining, to the extent possible
given current data, the size of the
various markets applicable to each of
the goals. HUD devoted significant
analytical resources to estimating
market shares, using information from
four major data sources: The 1993
purchases by the GSEs, 1993 HMDA
data, the American Housing Survey, and
the Residential Finance Survey. HUD
estimates that 50 to 55 percent of the
mortgage market in 1995–1996 will be
composed of mortgages from low- and
moderate-income households. As a
subset of that market, at least 17–20
percent of the conventional conforming
market will be composed of mortgages
for very low-income households and
low-income households in low-income
areas. The market share for the central
cities, rural areas, and other
underserved areas goal (as redefined) is
21–23 percent.

(5) Ability of the Enterprises to Lead
the Industry. The Secretary believes that
the GSEs are well-positioned to provide
the leadership that is needed to
encourage the mortgage finance industry
to better serve very low-, low-, and
moderate-income families and residents
of communities underserved by the
mortgage markets. The GSEs’ ability to
lead the industry flows from their
dominant role in the mortgage market,
their ability—through their
underwriting standards and new
programs and products—to influence
the types of loans that primary lenders
are willing to make, their development
and use of cutting-edge technology,
their competent and well-trained staff,
and their financial resources.

(6) Need to Maintain the Sound
Financial Condition of the Enterprises.
The enterprises are very substantial
corporations as measured by their assets
and profits. The Secretary has
determined that the GSEs can
accomplish the goals established in this
regulation in such a way that limited, if
any, risk is posed to their safety and
soundness. The goals would require
reasonable increases in the GSEs’
purchases of mortgages that are
affordable to very low-, low-, and
moderate-income households or finance
units located in areas that meet the
proposed definition of underserved
areas. Given the relatively small size of
the proposed increases compared to
their current business, the potential
increase in the credit risk borne by the
GSEs will be limited.

F. Setting the Levels of the Housing
Goals

In establishing the housing goals for
1995 and 1996, the Secretary balanced
the congressionally mandated factors,
i.e., size of the market, housing needs,
safety and soundness considerations,
economic and demographic conditions,
previous performance and the GSEs
ability to lead the industry.67 The
Secretary was guided by the overarching
principle that both enterprises were
created by Congress to serve public
purposes for which they receive public
benefits, and that their unique status
requires that they lead the industry in
expanding access to mortgage credit for
more Americans and communities. The
factors and the public purposes of the
GSEs also require that the GSEs lead the
industry in affirmative efforts to meet
the needs of lower-income families and
residents of central cities, rural areas,
and other underserved communities.68

Based on a consideration of the
factors, set forth fully in appendices A,
B and C to this rule, the Secretary
proposes to establish the goals for 1995
and 1996 for mortgage purchases for low
and moderate income housing at 38
percent for 1995 and 40 percent for
1996, the goal for mortgage purchases
for central cities, rural areas and other
underserved housing at 18 percent for
1995 and 21 percent for 1996, and the
goals for special affordable housing at
11 percent for 1995 and at 12 percent for
1996.

Based on a consideration of the
factors, set forth in the same appendices
to the rule, the Secretary proposes to
establish all three goals for 1997 and
1998 so that the goals will move the
GSEs steadily over a reasonable period
of years, including these two years, to a
level of mortgage purchases where the
GSEs will be leading the industry in
purchasing mortgages meeting the goals.
In carrying out this objective, the
Secretary proposes to establish the goals
for 1997 and 1998 at levels ranging from
the same amounts established for 1996
to higher levels. The purpose of any
higher levels would be to continue to
move the GSEs toward purchasing a
greater proportion of mortgages
originated by the market. The goals for
1997 to 1998 are therefore proposed for
comment as a range; in finalizing the
goals, the Secretary will specify definite
figures on this range. In order to finalize
the goals, the Secretary seeks responses
from the public on what ‘‘leading the
industry’’ should mean and what the
goals should be over this period and in


