
9160 Federal Register / Vol. 60, No. 32 / Thursday, February 16, 1995 / Proposed Rules

69 S. Rep. at 35.

70 During the transition period of 1993–1994, the
Act established annual targets for the purchases by
both GSEs of mortgages financing housing for low-
and moderate-income families and housing located
in central cities. Sections 1332(d)(1) and 1334(d)(1).
For both GSEs, the Act set identical targets at 30
percent of the units financed by mortgage purchases
of the GSEs. Although the targets were identical, the
Secretary established differential goal levels for
Freddie Mac and Fannie Mae, in order to allow
Freddie Mac sufficient time to reenter the
multifamily market in a prudent and organized
manner. Freddie Mac had announced its
withdrawal from the multifamily market in 1990. In
1993, Freddie Mac announced its reentry into the
multifamily market, after it had reorganized its
multifamily division, greatly increased its staffing,
implemented new information systems, released a
new underwriting guide for multifamily properties,
and established a network of originators and
servicers with proven local expertise.

the future to achieve this objective. The
Secretary anticipates at this time that
future market conditions will require
additional adjustment of the goals by
future rulemaking in the latter part of
the 1990s.

(1) Should the goals be established so
that the GSEs are required to lead the
industry by buying at least the
percentages of mortgages that the market
originates for each goal? If yes, at what
levels and over what period should the
GSE goals be established to achieve this
objective and, specifically, at what
levels should the 1997 and 1998 goals
be established to meet this objective? In
responding, please note:

(A) For the housing goal for low- and
moderate-income families—the
Secretary determined that for 1995 and
1996, 50 percent of the market is
comprised of mortgages qualifying
under this goal.

(B) For the special affordable housing
goal—the Secretary determined that for
1995 and 1996, 17–20 percent of the
market would be mortgages qualifying
under this goal.

(C) For the central cities, rural areas,
and other underserved areas goal—the
Secretary determined that for 1995 and
1996, 21–23 percent of the market
would be mortgages qualifying under
this goal.

(2) Should leading the industry mean
and should the goals be established for
future years so that the GSEs are
required to purchase (as a percentage of
the GSEs’ total purchases) a higher
percentage of mortgages than are
originated by the market under each
housing goal? For example, if 16 percent
of the mortgages originated and
available are expected to be originated
for mortgages for very low-income
families, should the GSEs be expected to
purchase, as a percentage of their
overall business, an amount greater than
16 percent of mortgages on housing for
very low-income families at some future
date? If yes, at what levels and over
what period should the goals be
established to achieve this objective
and, specifically, at what levels should
the 1997 and 1998 goals be established
to achieve this objective? Also, what
percentage over the market should be
required?

(3) Should the goals be established
such that the GSEs purchase an
equivalent proportion of loans
originated by the market for borrowers
under 80 percent of area median income
as they do for borrowers over 120
percent of area median income? If yes,
at what levels and over what period
should the goals be established to
achieve this objective and, specifically,
at what levels should the 1997 and 1998

goals be established to achieve this
objective?

(4) Should the goals be adjusted as the
GSEs reach or fail to achieve the goals
or should the goals be established and
the GSEs’ performance evaluated against
relatively fixed goals? If the commenter
believes that the goals should be
adjusted, how frequently or under what
conditions should the Secretary take
action to adjust the goals?

(5) To what extent should the GSEs’
share of the overall mortgage market
affect the levels of the goals? The GSEs
currently purchase approximately 70
percent of all conventional, conforming
mortgages originated. Should the goals
increase as the GSEs’ market share
increases? If yes, how should this work?
How and in what manner should the
goals be adjusted?

G. Principles Governing Regulation
In considering these regulations, the

Secretary has set forth the following
principles:

(1) To fulfill the intent of the Act, the
GSEs should lead the industry in
ensuring that access to credit is made
available for very low-, low- and
moderate-income families and residents
of underserved areas. The Secretary
recognizes that, to lead the mortgage
industry over time, the GSEs will have
to stretch to reach certain goals, which
is consistent with the Congressional
statement that it ‘‘fully expects the
enterprises will need to stretch their
efforts to achieve’’ the goals.69

(2) The Secretary’s role as a regulator
is to set direction through the goals, but
not to dictate the products or delivery
mechanisms the GSEs will use to
achieve those goals. Regulating two
enormous financial enterprises in a
dynamic market requires that the GSEs
be allowed to use their innovative
capacities to determine how best to
deliver products to the primary market.
Regulation should allow the GSEs to
maintain their flexibility and the ability
to respond quickly to market
opportunities in order to meet the goals
stipulated by the Secretary.

(3) Discrimination in lending—albeit
often subtle and even unintentional—
has denied racial and ethnic minorities
the same access to credit to purchase a
home that has been available to
similarly situated non-minorities. The
GSEs have a critical role and position in
promoting access to capital by
minorities and other historically
underserved groups and demonstrating
to other private-sector market players
the profit potential in these traditionally
underserved markets.

(4) In addition to the GSEs’ core
business of purchasing single-family-
home loans, the GSEs also must assist
in the creation of an active secondary
market for multifamily loans. As noted,
this country has a critical need for
affordable rental housing to provide
adequate housing for families who
cannot afford to become homeowners.
Availability of capital is a key constraint
in the expansion of development
activity to build more rental housing.

(5) Parity between the two enterprises
in the level of the goals they are
required to meet should be established.
Both enterprises operate in the same
markets and have similar opportunities
to purchase mortgages that will satisfy
the goals. Freddie Mac has no
operational or organizational constraints
that would prevent it from meeting
goals that Fannie Mae could meet.70

II. Section-by-Section Discussion of
Proposed Changes to Fannie Mae
Regulations and New Freddie Mac
Regulations (Part 81)

Subpart A—General

Section 81.1—Scope of Part
This section provides that these

regulations implement the authority of
the Secretary concerning the GSEs
under the Charter Acts and FHEFSSA.
The section states that subpart A
contains definitions applicable to this
part; subpart B contains the housing
goals; subpart C contains Fair Housing
requirements; subpart D sets forth
program review procedures for new
programs; subpart E contains
requirements for reports to the
Secretary; subpart F contains
regulations dealing with access to
information; subpart G contains
procedures available to the GSEs;
subpart H contains book-entry
procedures; and subpart I contains
regulations dealing with regulatory
examinations and other provisions. The
section provides that, except where the


