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HFA Director Mark
Calabria spent last fall
continuing his work on
restructuring, recapitalizing,
and eventually, releasing
Fannie Mae and Freddie
FANNIE MAE
Mac from their 11-year
conservatorships. These moves
could have significant and farreaching effects on the housing
finance market—effects to
which credit unions should pay close attention.
The first and arguably most important step is the soon-to-be
released FHFA plan to recapitalize the failed mortgage giants. It
will be a new regulation that sets capital requirements for Fannie
Mae and Freddie Mac, and it will be proposed early this year. This
means that FHFA is pushing back the timeline for releasing the
companies from conservatorship—at one time, speculation was
that the GSEs could exit government control in 2021. Now, there is
a longer horizon.
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According to sources at FHFA, the
agency had deliberated for months over
whether it would be able to make marginal changes to the capital rule proposed in June 2018 under former director Mel Watt, or whether it would need
to start from scratch. Clearly, Calabria
and his top advisors decided to go back
to square one.
In several speeches, Calabria pointed
to developments since the Watt Era—
namely Treasury and FHFA’s decision
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in September to allow Fannie and Freddie to start retaining earnings—as the
reason for going back to the drawing
board.
“In fairness to all interested parties,
the comments submitted during the
previous rulemaking were submitted
under a different set of assumptions
about the future of the enterprises,” Calabria said in a statement. “During the
process of the rulemaking, important
issues were identified that will be addressed in the re-proposal.” The rule, he
added, “will be finalized within a timeline fully consistent with ending the
conservatorships.”
So, when will the conservatorships finally end? And what other reforms are
being planned that will reshape the way
Fannie and Freddie function when they
do restart independent operations?
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