


UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, DC 20549

FORM 8-K

CURRENT REPORT
Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934

Date of Report (Date of earliest event reported): February 27, 2008

Federal National Mortgage Association

(Exact name of registrant as specified in its charter)

Federally chartered corporation 000-50231 52-0883107
(State or other jurisdiction (Commission (IRS Employer
of incorporation) File Number) Identification Number)
3900 Wisconsin Avenue, NW 20016
Washington, DC (Zip Code)

(Address of principal executive offices)
Registrant’s telephone number, including area code: 202-752-7000
(Former Name or Former Address, if Changed Since Last Report):

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of the
following provisions (see General Instruction A.2. below):

0 Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
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The information in this report, including the exhibits submitted herewith, shall not be deemed “filed” for purposes of Section 18 of the Securities
Exchange Act of 1934, or otherwise subject to the liabilities of Section 18, nor shall it be deemed incorporated by reference into any disclosure document
relating to Fannie Mae except to the extent, if any, expressly set forth by specific reference in that document.

Item 2.02 Results of Operation and Financial Condition

On February 27, 2008, Fannie Mae (formally known as the Federal National Mortgage Association) issued a news release reporting its filing of its Form
10-K for the year ended December 31, 2007 and its financial results for the periods covered by the Form 10-K. A copy of the press release, in the form in
which it was issued but with additional and clarifying language relating to Fannie Mae’s subprime private-label securities, is furnished as Exhibit 99.1 to this
report. Exhibit 99.1 is incorporated herein by reference.

Item 7.01 Regulation FD Disclosure

On February 27, 2008, Fannie Mae is posting to its Web site a 2007 10-K Investor Summary presentation consisting primarily of summary historical
financial information about the company excerpted from Fannie Mae’s 2007 Form 10-K and information about the company’s credit book of business. The
presentation, a copy of which is furnished as Exhibit 99.2 to this report, is incorporated herein by reference. Fannie Mae's Web site is at www.fanniemae.com.
Information appearing on our Web site is not incorporated into this report.

Item 9.01 Financial Statements and Exhibits.

(d) Exhibits. The exhibit index filed herewith is incorporated herein by reference.
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SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned, hereunto duly authorized.

FEDERAL NATIONAL MORTGAGE ASSOCIATION

By /s/ Stephen M. Swad
Stephen M. Swad
Executive Vice President and Chief Financial Officer

Date: February 27, 2008




EXHIBIT INDEX

The following exhibits are submitted herewith:

Exhibit Number Description of Exhibit
99.1 News release, dated February 27, 2008
99.2 2007 10-K Investor Summary Presentation, dated February 27, 2008

4



Exhibit 99.1
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Number: 4282a

Date: February 27, 2008

Fannie Mae Reports 2007 Financial Results

WASHINGTON, DC — Fannie Mae (FNM/NYSE) today reported fourth quarter and full-year 2007 results and filed its annual report on
Form 10-K with the Securities and Exchange Commission (SEC).

2007 Overview

Net loss of $2.1 billion, or ($2.63) per diluted share, vs. net income of $4.1 billion, or $3.65 per diluted share in 2006.

Credit-related expenses, including incremental additions to the allowance for loan losses and the reserve for guaranty losses of $5.0 billion, vs.
$783 million in 2006.

Guaranty fee income of $5.1 billion in 2007, a 19.3 percent increase, from $4.3 billion in 2006. Fannie Mae’s single-family guaranty book grew 15
percent to $2.6 trillion.

Net interest income of $4.6 billion in 2007, a $2.2 billion decrease driven by higher relative borrowing costs.

Derivatives fair value losses of $4.1 billion, vs. $1.5 billion in 2006, due to the impact of declining yields on the interest rate swaps used to hedge
net assets.

Combined loss allowance of $3.4 billion at Dec. 31, compared with $859 million on Dec. 31, 2006.
Core capital of $45.4 billion at year end, compared with $42.0 billion at the end of 2006.

Completion of the remediation of material weaknesses in accounting systems and controls, and all 81 requirements of the Consent Order.

“We are working through the toughest housing and mortgage markets in a generation,” said President and Chief Executive Officer Daniel H. Mudd. “Our
results for 2007 reflect the challenging conditions in the market we serve. While we are pleased that demand for our mortgage guaranty businesses has surged
as we respond to the market’s urgent need for liquidity and stability, this positive trend has been far outweighed by the negative financial impacts of rising
mortgage defaults, falling home prices, and extraordinary disruptions in the credit markets.”

(more)
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“While our business has always been cyclical, Fannie Mae’s credit loss experience in this cycle reflects the significant decline in home prices in a number of
large regional markets and the growing number of borrowers struggling with their mortgages,” Mudd said. “Our strategy for moving through another tough
year is to protect and conserve our capital base, and control credit losses. We have also increased our credit loss reserves. Finally, we will also provide
liquidity to the market by growing our guaranty business as we build a very strong credit book. These steps will help us do our part to maintain a liquid, stable
and affordable mortgage market — and also position us well when the market recovers.”

In the fourth quarter of 2007, the company had a net loss of $3.6 billion. The largest drivers of the fourth quarter results were derivative fair value losses of
$3.2 billion, largely a result of the impact of declining yields on the interest rate swaps used to hedge our net assets; a $2.0 billion increase in combined credit
loss reserves in light of delinquency, default and severity trends; and an approximately $600 million other-than-temporary impairment loss on certain
investments in the company’s mortgage portfolio and liquid investment portfolio, recognized because the company no longer had the intent to hold these
securities until the decline in fair value recovered. The securities were redesignated to trading on January 1, 2008, when we adopted the fair value option. The
company also reported a near doubling of its single-family guaranty market share from a year ago, and a 26.4 percent increase in its total guaranty fee income
(single-family and multifamily guaranty businesses), in the fourth quarter of 2007 compared with the fourth quarter of 2006.

“Market dynamics, including declining interest rates and credit market illiquidity, had a pronounced impact on our bottom line in the fourth quarter of 2007,”
Executive Vice President and Chief Financial Officer Stephen M. Swad said. “A substantial portion of losses in ‘07 came from mark-to-market valuation
declines you would expect in a mortgage and credit market this volatile.”

“To bolster our capital, we issued $7.8 billion of preferred stock, net of fees, in the fourth quarter, and we will continue to evaluate further avenues to
conserve our capital and reduce the impact of market disruptions on our capital base,” Swad said.

(more)
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“In addition, we have completed the 81 requirements of the Consent Order, and we are in ongoing discussions with the Office of Federal Housing Enterprise
Oversight, our regulator, regarding the 30 percent capital surplus requirement,” he said. Swad added that all of the company’s internal control material
weaknesses dating from its 2004 restatement have now been fully remediated.

“Today’s filing closes a period of rebuilding at Fannie Mae, both to re-do our accounting and internal controls, and to strengthen the enterprise for the future,”
Mudd said. “At the same time, Fannie Mae’s management and employees are fully focused on meeting the challenges of a troubled housing and mortgage
market — and pursuing the long-term opportunities that our business and our mission present to us.”

Summary of Financial Results for 2007

Fannie Mae’s financial results for 2007 were dramatically different for the first half of the year as compared to the second half of the year. Beginning in the
second half of 2007, results were severely affected by the disruption in the mortgage and credit markets, and continued weakness in the housing markets. The
company’s financial results for the first and second quarters — including net income of $2.9 billion — were more than offset by a $5.0 billion net loss for the
third and fourth quarters in the face of significant increases in serious delinquency rates and foreclosures, home price declines, widening credit spreads, shifts
in interest rates and illiquidity in the capital markets.

The following factors had the most significant adverse effect on the company’s 2007 financial results:

* Anincrease of $2.8 billion in provision for credit losses, excluding the component of the provision attributable to fair value losses recorded in connection
with the purchase of delinquent loans from mortgage backed securities (MBS) trusts;

e An increase of $5.1 billion in market-based valuation losses, including derivatives fair value losses on interest rate swaps, losses on certain guaranty
contracts, fair value losses on delinquent loans purchased from MBS trusts, and losses on trading securities; and

* A decrease of $2.2 billion in net interest income.

(more)
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The effect of these adverse factors more than offset the favorable impact of an increase of $821 million in guaranty fee income. Below is a further
description of these and other factors affecting Fannie Mae’s financial results in the fourth quarter of 2007 and the full year:

* Derivatives fair value losses were $3.2 billion in the fourth quarter of 2007, compared with $668 million in the fourth quarter of 2006. Total derivatives
fair value losses in 2007 were $4.1 billion, compared with $1.5 billion in 2006, and $5.5 billion in the second half of 2007, which was driven by a 131-
basis point decline in the five-year swap rate during that period. Fannie Mae’s interest rate swaps and options, which it uses to protect the fair value of its
net assets against fluctuations in short- and long-term interest rates, typically have wide swings in fair value from quarter to quarter as interest rates and
other market factors fluctuate.

¢ Credit-related expenses were $3.0 billion in the fourth quarter and $5.0 billion for all of 2007, compared with $326 million for the fourth quarter, and
$783 million for the full year 2006. Half of the 2007 credit-related expenses, or $2.5 billion, was due to an increase in Fannie Mae’s combined loss
reserves, as both the incidence and severity of loan charge-offs rose in regions of the country experiencing rapid home price declines and/or weak
economic conditions. Another significant driver of credit-related expenses, fair value losses on delinquent loans purchased from MBS trusts, increased to
$1.4 billion in 2007 from $204 million in 2006. Fourth-quarter 2007 losses for this item were $559 million compared with $51 million in the same period
of 2006. These losses, which are included in Fannie Mae’s credit-related expenses as a component of the provision for loan losses, reflect the difference
between the carrying value of these delinquent loans and their estimated fair market value. Fannie Mae purchases the delinquent loans in most cases so that
it can modify the loan in an effort to prevent a foreclosure.

(more)
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Losses on certain guaranty contracts increased $1.0 billon in 2007 to $1.4 billion, and fourth quarter losses were $386 million versus $258 million in the
same period of 2006. The increase reflects credit spreads widening further than the company’s guaranty price increases. Losses on certain guaranty
contracts are taken at the origination of the contract, and the loss comes back (or “accretes”) into guaranty fee income over the life of the guaranty.

Net interest income declined 15.5 percent to $1.1 billion in the fourth quarter of 2007 compared to the fourth quarter of 2006, and by 32.2 percent for the
year, from $6.8 billion to $4.6 billion. The decline was driven by higher debt costs and the reclassification of trust management income (or float income)
out of interest income to a separate line item on the income statement.

Net investment losses were $1.1 billion in the fourth quarter of 2007, compared to a net investment gain of $75 million in the fourth quarter of 2006, and
for the full year 2007 the net investment loss was $1.2 billion. A primary driver of the 2007 loss was a $620 million other-than-temporary impairment loss
on certain investments in our mortgage portfolio and liquid investment portfolio. We recognized the impairment because we no longer had the intent to
hold these securities until the decline in fair value recovered. We reclassified these investments as trading effective January 1, 2008 with our adoption of
SFAS 159. In addition, we recognized $145 million in impairments on subprime mortgage-related securities in the fourth quarter. [See Page 67 of Fannie
Mae’s 10-K for additional information. ]

Despite the market challenges, a number of positive factors affected Fannie Mae’s business in 2007, including:

The mortgage credit book of business grew 14.3 percent to $2.9 trillion, up from $2.5 trillion as of December 31, 2006, reflecting substantial growth in
the company’s guaranty business.

Market share of single-family mortgage—related securities issuance increased to 48.5 percent in the fourth quarter, from 24.6 percent in the fourth
quarter of 2006. Total Fannie Mae MBS outstanding (held in portfolio and by third-parties) increased to $2.3 trillion at the end of 2007, from $2.0 trillion a
year earlier.

(more)




Fannie Mae 2007 Results
Page Six

¢ Guaranty fee income grew 19.3 percent to $5.1 billion in 2007, from $4.3 billion in 2006. Guaranty fee income grew 26.4 percent to $1.6 billion in the
fourth quarter of 2007, compared to $1.3 billion in the fourth quarter of 2006. These increases reflect the significant increase in demand for Fannie Mae’s

mortgage credit guaranty as well as higher guaranty fee rates.

¢ Multifamily guaranty book grew 22.5 percent to $149 billion.

¢ Administrative expenses in 2007 fell $407 million to $2.7 billion. Beginning in January 2007, the company undertook a thorough review of costs as part

of a broad reengineering initiative to increase productivity and lower administrative costs. As a result of this effort, the company reduced total

administrative expenses by more than $400 million in 2007 as compared with 2006, primarily through a reduction in employee and contract resources.

Fannie Mae Consolidated Financial Results

Full Year Fourth Quarter

(dollars in millions) 2007 FY 2006 FY 2007 2006
Net Interest Income $ 4,581 $ 6,752 $ 1,136 1,345
Guaranty Fee Income 5,071 4,250 1,621 1,282
Trust Management Income 588 111 128 111
Fee and Other Income 751 672 205 105
Net Revenues 10,991 11,785 3,090 2,843
Losses on Certain Guaranty Contracts (1,424) (439) (396) (258)
Investment Gains (losses), net (1,232) (683) (1,130) 75
Derivatives Fair Value Losses, net (4,113) (1,522) (3,222) (668)
Losses from Partnership Investments (1,005) (865) (478) (286)
Administrative Expenses (2,669) (3,076) (651) (827)
Credit-Related Expenses (5,012) (783) (2,973) (326)
Other Non-Interest Expense, net (662) (204) (420) (164)
Income (loss) Before Federal Taxes and Extraordinary Gains (losses) (5,126) 4,213 (6,170) 389
Benefit (provision) for Federal Income Taxes 3,091 (166) 2,623 214
Extraordinary Gains (losses), net of tax (15) 12 (12) 1
Net Income (loss) $ (2,050) 4,059 (3,559) 604
Diluted Earnings (loss) per common share $ (2.63) $ 3.65 $ (3.80) 0.49

Stockholders Equity and Core Capital

Stockholders’ equity was $44.0 billion as of December 31, 2007, reflecting an increase of $2.5 billion, or 6 percent, from the December 31, 2006 level of

$41.5 billion.

(more)
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Core capital was $45.4 billion as of December 31, 2007, compared to $42.0 billion as of December 31, 2006. To maintain sufficient capital levels, Fannie
Mae undertook several capital management actions in the fourth quarter of 2007. These capital management actions included the issuance of $7.8 billion in
preferred stock, net of fees, managing the size of the balance sheet, and reducing the company’s common stock dividend beginning with the first quarter of
2008. In addition, the company made other changes to business practices to reduce losses and expenses. Issuances of preferred stock in 2007 resulted in a
material change in the mix and relative cost of Fannie Mae’s core capital.

Fair Value of Net Assets

Fannie Mae also reported a $7.9 billion decline in the fair value of net assets, from $43.7 billion at year-end 2006, to $35.8 billion at year-end 2007.
Excluding $5.5 billion in net capital transactions, fair value declined by $13.4 billion. This decline was primarily attributable to a decrease in the fair value of
net guaranty assets and the widening of option-adjusted spreads on net portfolio assets, as extraordinary illiquidity and concern about home price declines and
credit disruptions in the market drove down the value of mortgage assets generally in 2007, especially in the fourth quarter. Fannie Mae expects periodic
fluctuations in the fair value of net assets due to its business activities as well as changes in market conditions, interest rates, relative spreads between
mortgage assets and debt, and implied volatility. As a long-term investor in mortgages, Fannie Mae expects a significant portion of the value relating to
changes in option-adjusted spreads to return as the securities it holds mature at par.

2008 Outlook

With this filing, Fannie Mae has revised its projections for home prices. The company previously said it expected home prices to decline nationwide by 4 to 5
percent in 2008, with a total peak-to-trough decline of 10 to 12 percent. The company now expects home prices to decline nationwide by 5 to 7 percent in
2008, with a total peak-to-trough decline of 13 to 17 percent, which includes significant expected regional home price declines in 2008.

(more)
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Fannie Mae has also revised its estimate of credit losses. The company said previously that it expected its credit loss ratio for 2008 would range between 8 to
10 basis points. Since Fannie Mae provided these expectations, however, housing and mortgage market conditions have deteriorated further, including more
rapid home price declines in the fourth quarter of 2007 than previously projected. The company now expects a credit loss ratio in 2008 of 11 to 15 basis
points, factoring in a significant increase in loan default and severity rates, and a significant increase in acquisitions of foreclosed (“real-estate owned,” or
REO) properties, as well as a 5 to 7 percent nationwide decline in home prices.

Fannie Mae management uses the credit loss ratio to evaluate credit loss performance and assess the credit quality of our existing guaranty book of business.
Thus, the credit loss ratio does not include fair value losses on loans purchased from MBS trusts. Management also notes that providing credit loss estimates
for 2008 is uniquely challenging, given the extreme uncertainty around key factors such as the effect of the disruption in the credit and mortgage markets on
home prices; overall economic conditions, including the potential for a national recession; the effects of government intervention and economic stimulus,
including recent and future Federal Reserve interest rate reductions; and patterns of consumer behavior that deviate from historical patterns.

During 2008, the single-family guaranty book of business is expected to grow at a faster rate than the rate of overall growth in U.S. residential mortgage debt
outstanding.

2007 Business Segment Results
Fannie Mae’s business is organized into three complementary business segments:

The Single-Family Credit Guaranty business works with lender customers to securitize single-family mortgage loans into Fannie Mae MBS and to facilitate
the purchase of single-family mortgage loans for the company’s portfolio.

The Capital Markets group manages the company’s investment activity in mortgage loans and mortgage-related securities, and has responsibility for
managing the company’s assets and liabilities and its liquidity and capital positions.

(more)
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The Housing and Community Development (HCD) business works with lender customers to securitize multifamily mortgage loans into Fannie Mae MBS and

to facilitate the purchase of multifamily mortgage loans for the company’s portfolio. The HCD business also helps to expand the supply of affordable housing
by investing in rental and for-sale housing projects, including rental housing that is eligible for federal low-income housing tax credits (LIHTC).

Business Segment Summary Financial Information

2007 __2006
(Dollars in millions)
Net revenues:(1)

Single-Family Credit Guaranty $ 7,039 $ 6,073
Housing and Community Development 424 510
Capital Markets 3,528 5,202

Total $ 10,991 $ 11,785

Net income (loss):

Single-Family Credit Guaranty $ (858) $ 2,044
Housing and Community Development 157 338
Capital Markets (1,349) 1,677

Total $ (2,050) $ 4,059

(1) Includes net interest income, guaranty fee income, trust management income and fee and other income.

Fannie Mae’s Single-Family Credit Guaranty business recorded a loss of $858 million in 2007, compared with net income of $2.0 billion in 2006. Guaranty
fee income increased $1.0 billion, or 21.5 percent, from 2006. This was due to an increase in the Single-Family guaranty credit book of business of

14.9 percent to $2.6 trillion, and an increase in the average effective guaranty fee rate. Revenue increases were offset by a $4.2 billion increase in credit-
related expenses and a $956 million increase in losses on certain guaranty contracts.

Net income for the HCD business decreased $181 million to $157 million in 2007, although fee and other income increased 16.6 percent to $323 million and
trust management income increased to $35 million. The primary drivers of the net decrease were the $140 million increase in losses from partnership
investments and the $92 million decrease in guaranty fee income.

(more)
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The Capital Markets Group recorded a loss of $1.3 billion in 2007, compared with net income of $1.7 billion in 2006. The decline was driven primarily by
fair value losses on interest rate swaps, as well as continued compression in the net interest yield, which largely was attributable to the increase in short-term
and long-term debt costs as maturing debt issued at lower rates was replaced with new debt at higher rates. Capital Markets results also reflect an increase in
net derivatives losses to $4.1 billion, as declining yields caused declines in the fair value of the interest rate swaps we use to hedge our net assets.

Credit-Related Expenses

Credit-related expenses consist of the provision for credit losses and foreclosed property expense, as shown in the table below.

Table 11: Credit-Related Expenses

For the Year Ended December 31,

2007 2006 2005
(Dollars in millions)
Provision attributable to guaranty book of business $ 3,200 $ 385 $ 190
Provision attributable to SOP 03-3 fair value losses 1,364 204 251
Total provision for credit losses 4,564 589 441
Foreclosed property expense (income) 448 194 (13)
Credit-related expenses $ 5,012 $ 783 $ 428

(A detailed explanation of the components of credit-related expenses begins on Page 72 of Fannie Mae’s 10-K.)

As noted below in Table 17, Fannie Mae’s realized credit losses were $1.3 billion in 2007, compared with $517 million in 2006, reflecting higher charge-offs
and foreclosed property expense in the second half of 2007. The company’s 2007 credit loss ratio, or realized credit losses as a percent of its average guaranty
book of business, was 5.3 basis points, or 0.053 percent, compared with 2.2 basis points, or 0.022 percent, in 2006.

Table 17: Credit Loss Performance Metrics

For the Year Ended December 31,

2007 2006(1) 2005(1)
Amount Ratio(2) Amount Ratio(2) Amount Ratio(2)
(Dollars in millions)

Charge-offs, net of recoveries $ 2,032 8.0 bp $ 454 2.0 bp $ 462 2.1bp
Foreclosed property expense (income) 448 1.8 194 0.8 (13) (0.1)
Less: SOP 03-3 fair value losses(3) (1,364) (5.4) (204) (0.9) (251) 1.1
Plus: Impact of SOP 03-3 on charge-offs

and foreclosed property expense(4) 223 0.9 73 0.3 40 0.2

Credit losses(5) $ 1,339 5.3 bp $ 517 2.2 bp $ 238 1.1 bp

See footnotes to Table 17 on page 80 in Fannie Mae’s 2007 10-K.

(more)
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Fannie Mae management uses the credit loss ratio to evaluate credit loss performance and assess the credit quality of our existing guaranty book of business.
Thus, the credit loss ratio does not include fair value losses on loans purchased from MBS trusts. If such losses were included in the ratio, it would have been
9.8 basis points in 2007, compared with 2.8 basis points in 2006.

Subprime and Alt-A Securities

Fannie Mae holds private-label mortgage securities (PLS) and Fannie Mae-guaranteed securities backed by subprime or Alt-A mortgage assets. Of the total
$73.9 billion of such securities on its books, $41.4 billion are backed by subprime mortgage assets and $32.5 billion are backed by Alt-A loans.

About $14.4 billion, or 35 percent, of the company’s subprime mortgage securities are classified as trading assets, and as such are marked to market through
the “Investment Losses, Net” line item on the income statement.

The company recorded a loss of approximately $1.0 billion in 2007 on these trading-classified subprime securities, reflecting a decline in the estimated fair
value of the securities. The remaining subprime securities on the company’s books, which total $27.0 billion and are classified as available-for-sale, have an
unrealized loss as of December 31, 2007, of about $2.3 billion.

About $4.6 billion, or 16 percent, of the company’s Alt-A PLS are classified as trading assets. The company recorded a loss of approximately $350 million in
2007 on these trading-classified Alt-A PLS, reflecting a decline in the estimated fair value of the securities. The remaining Alt-A-backed PLS on the
company’s books, which total $27.9 billion and are classified as available-for-sale (AFS), have an unrealized loss as of December 31, 2007, of about

$931 million.

The unrealized losses on the subprime and Alt-A securities classified as AFS, totaling about $3.3 billion, reflect the estimate of the current market values of
these securities, based on prices obtained from third-party pricing services, and are included on an after-tax basis in Accumulated Other Comprehensive Loss.
These securities continue to perform and Fannie Mae is receiving principal and interest payments on all of them.

(more)
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As of February 22, 2008, all of Fannie Mae’s private-label mortgage-related securities backed by Alt-A mortgage loans were rated AAA and none had been
downgraded. However, since the end of 2007 through February 22, 2008, approximately $1.3 billion, or 4 percent of the company’s Alt-A private label
mortgage-related securities had been placed under review for possible credit downgrade or on negative watch.

As of February 22, 2008, the credit ratings of several subprime private-label mortgage-related securities held in Fannie Mae’s portfolio (with an aggregate
unpaid principal balance of $8.4 billion as of December 31, 2007) were downgraded below AAA and $63 million or 0.2 percent of the company’s total
subprime securities had ratings below investment grade. Of the $8.4 billion that have been downgraded, $6.2 billion are on negative watch for further
downgrade. In addition, approximately $10.2 billion or 32 percent of our subprime private-label mortgage-related securities had been placed under review for
possible credit downgrade or were on negative watch as of February 22, 2008.

To date, these downgrades have not had a material effect on our earnings or financial condition. Although we consider recent external rating agency actions or
changes in a security’s external credit rating as one criterion in our assessment of other-than-temporary impairment, a rating action alone is not necessarily
indicative of other-than-temporary impairment. As discussed in “Critical Accounting Policies and Estimates — Other-than-temporary Impairment,” we also
consider various other factors in assessing whether an impairment is other-than-temporary. We will continue to analyze the performance of these securities
based on a variety of economic conditions, including extreme stress scenarios, to assess the collectability of principal and interest.

Conference Call

Fannie Mae will host a conference call for the investment community this afternoon at 1:00 p.m., Eastern Time. Mary Lou Christy, Senior Vice President,
Investor Relations, will host the call. Daniel H. Mudd, President and Chief Executive Officer, and Stephen M. Swad, Executive Vice President and Chief
Financial Officer, will address investors and analysts and will be available for a question and answer session along with other members of senior
management.

The dial-in number for the call is 1-888-428-4278 or, for international callers, 1-651-291-5354. The confirmation code is 911428. Please dial in 5 to 10
minutes prior to the start of the call. A replay of the call will be available for two weeks starting at 7:00 p.m. Eastern Time on February 27th, through
midnight Eastern Time on March 12th.

(more)
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The replay number for the call is 1-800-475-6701 or, for international callers, 1-320-365-3844. The confirmation code is 911428. The conference call will
also be Web cast at www.fanniemae.com and will be available for 30 days after the call.

#H#H#

Certain statements in this press release, including those relating to our future performance, our income, credit losses, administrative expenses and other
losses; our current view of industry trends and our expectations for our industry; our future plans; and our future business activities, may be considered
forward-looking statements within the meaning of the federal securities laws. Although Fannie Mae believes that the expectations set forth in these statements
are based upon reasonable assumptions, Fannie Mae’s future operations and its actual performance may differ materially from what is indicated in any
forward-looking statements. Additional information that could cause actual results to differ materially from these statements are detailed in Fannie Mae’s
annual report on SEC Form 10-K for the year ended December 31, 2007, including the “Risk Factors” section, and in its reports on SEC Form 8-K.

The 10-K, and all other Fannie Mae forms filed with the SEC, can also be obtained on the company’s web site at www.fanniemae.com/ir/sec/.

Fannie Mae is a shareholder-owned company with a public mission. We exist to expand affordable housing and bring global capital to local communities in
order to serve the U.S. housing market. Fannie Mae has a federal charter and operates in America’s secondary mortgage market to ensure that mortgage
bankers and other lenders have enough funds to lend to home buyers at low rates. In 2008, we mark our 70th year of service to America’s housing market.
Our job is to help to those who house America.
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FANNIE MAE

Consolidated Balance Sheets
(Dollars in millions, except share amounts)

ASSETS

Cash and cash equivalents (includes cash equivalents pledged as collateral that may be sold or repledged of $215 as of December 31, 2006)
Restricted cash
Federal funds sold and securities purchased under agreements to resell
Investments in securities:

Trading, at fair value (includes Fannie Mae MBS of $40,458 and $11,070 as of December 31, 2007 and 2006, respectively)

Available-for-sale, at fair value (includes Fannie Mae MBS of $138,943 and $185,608 as of December 31, 2007 and 2006, respectively)

Total investments in securities

Mortgage loans:

Loans held for sale, at lower of cost or market

Loans held for investment, at amortized cost

Allowance for loan losses
Total loans held for investment, net of allowance
Total mortgage loans

Advances to lenders
Accrued interest receivable
Acquired property, net
Derivative assets at fair value
Guaranty assets
Deferred tax assets
Partnership investments
Other assets

Total assets

LIABILITIES AND STOCKHOLDERS’ EQUITY
Liabilities:
Accrued interest payable
Federal funds purchased and securities sold under agreements to repurchase
Short-term debt
Long-term debt
Derivative liabilities at fair value

Reserve for guaranty losses (includes $211 and $46 as of December 31, 2007 and 2006, respectively, related to Fannie Mae MBS included in

Investments in securities)
Guaranty obligations (includes $661 and $390 as of December 31, 2007 and 2006, respectively, related to Fannie Mae MBS included in
Investments in securities)
Partnership liabilities
Other liabilities
Total liabilities
Minority interests in consolidated subsidiaries
Commitments and contingencies (see Note 20)
Stockholders’ Equity:
Preferred stock, 700,000,000 and 200,000,000 shares authorized as of December 31, 2007 and 2006, respectively; 466,375,000 and
132,175,000 shares issued and outstanding as of December 31, 2007 and 2006, respectively
Common stock, no par value, no maximum authorization—1,129,090,420 shares issued as of December 31, 2007 and 2006;
974,104,578 shares and 972,110,681 shares outstanding as of December 31, 2007 and 2006, respectively
Additional paid-in capital
Retained earnings
Accumulated other comprehensive loss
Treasury stock, at cost, 154,985,842 shares and 156,979,739 shares as of December 31, 2007 and 2006, respectively
Total stockholders’ equity
Total liabilities and stockholders’ equity

See Notes to Consolidated Financial Statements.

As of December 31,
2007 2006
$ 3941 $ 3,239
561 733
49,041 12,681
63,956 11,514
293,557 378,598
357,513 390,112
7,008 4,868
397,214 379,027
(698) (340)
396,516 378,687
403,524 383,555
12,377 6,163
3,812 3,672
3,602 2,141
2,797 4,931
9,666 7,692
12,967 8,505
11,000 10,571
11,746 9,941
$ 882,547 $843,936
$ 7,512 $ 7,847
869 700
234,160 165,810
562,139 601,236
3,417 1,184
2,693 519
15,393 11,145
3,824 3,695
8,422 10,158
838,429 802,294
107 136
16,913 9,108
593 593
1,831 1,942
33,548 37,955
(1,362) (445)
(7,512) (7,647)
44,011 41,506
$882,547 $843,936




FANNIE MAE

Consolidated Statements of Operations
(Dollars and shares in millions, except per share amounts)

Interest income:
Trading securities
Available-for-sale securities
Mortgage loans
Other
Total interest income
Interest expense:
Short-term debt
Long-term debt
Total interest expense
Net interest income
Guaranty fee income (includes imputed interest of $1,278, $1,081 and $803 for 2007, 2006 and 2005, respectively)
Losses on certain guaranty contracts
Trust management income
Investment losses, net
Derivatives fair value losses, net
Debt extinguishment gains (losses), net
Losses from partnership investments
Fee and other income
Non-interest income (loss)
Administrative expenses:
Salaries and employee benefits
Professional services
Occupancy expenses
Other administrative expenses
Total administrative expenses
Minority interest in earnings (losses) of consolidated subsidiaries
Provision for credit losses
Foreclosed property expense (income)
Other expenses
Total expenses
Income (loss) before federal income taxes and extraordinary gains (losses)
Provision (benefit) for federal income taxes
Income (loss) before extraordinary gains (losses)
Extraordinary gains (losses), net of tax effect
Net income (loss)
Preferred stock dividends and issuance costs at redemption
Net income (loss) available to common stockholders
Basic earnings (loss) per share:
Earnings (losses) before extraordinary gains (losses)
Extraordinary gains (losses), net of tax effect
Basic earnings (loss) per share
Diluted earnings (loss) per share:
Earnings (losses) before extraordinary gains (losses)
Extraordinary gains (losses), net of tax effect
Diluted earnings (loss) per share
Cash dividends per common share
Weighted-average common shares outstanding:
Basic
Diluted

See Notes to Consolidated Financial Statements.

For the Year Ended
December 31,

2007 2006 2005
$ 2,051 $ 688 $ 1,244
19,442 21,359 22,509
22,218 20,804 20,688
1,055 776 403
44,766 43,627 44,844
8,999 7,736 6,562
31,186 29,139 26,777
40,185 36,875 33,339
4,581 6,752 11,505
5,071 4,250 4,006
(1,424) (439) (146)
588 111 —
(1,232) (683) (1,334)
(4,113) (1,522) (4,196)
47) 201 (68)
(1,005) (865) (849)
751 672 1,445
(1,411) 1,725 (1,142)
1,370 1,219 959
851 1,393 792
263 263 221
185 201 143
2,669 3,076 2,115
(21) 10 @)
4,564 589 441
448 194 (13)
636 395 251
8,296 4,264 2,792
(5,126) 4,213 7,571
(3,091) 166 1,277
(2,035) 4,047 6,294
(15) 12 53

$ (2,050) $ 4,059 $ 6,347
(513) (511) (486)

$ (2,563) $ 3,548 $ 5,861
$ (262) $ 3.64 $ 599
(0.01) 0.01 0.05

$ (263) $ 3.65 $ 6.04
$ (262) $ 3.64 $ 5096
(0.01) 0.01 0.05

$ (263) $ 3.65 $ 6.01
$ 190 $ 118 $ 1.04
973 971 970
973 972 998




FANNIE MAE

Consolidated Statements of Cash Flows
(Dollars in millions)

Cash flows provided by operating activities:

Net income (loss)

Reconciliation of net income (loss) to net cash provided by operating activities:
Amortization of investment cost basis adjustments
Amortization of debt cost basis adjustments
Provision for credit losses
Valuation losses
Debt extinguishment (gains) losses, net
Debt foreign currency transaction (gains) losses, net
Losses on certain guaranty contracts
Losses from partnership investments
Current and deferred federal income taxes
Extraordinary (gains) losses, net of tax effect
Derivatives fair value adjustments
Purchases of loans held for sale
Proceeds from repayments of loans held for sale
Proceeds from sales of loans held for sale
Net decrease in trading securities, excluding non-cash transfers
Net change in:

Guaranty assets
Guaranty obligations
Other, net

Net cash provided by operating activities

Cash flows (used in) provided by investing activities:
Purchases of available-for-sale securities
Proceeds from maturities of available-for-sale securities
Proceeds from sales of available-for-sale securities
Purchases of loans held for investment
Proceeds from repayments of loans held for investment
Advances to lenders
Net proceeds from disposition of acquired property
Contributions to partnership investments
Proceeds from partnership investments
Net change in federal funds sold and securities purchased under agreements to resell

Net cash (used in) provided by investing activities

Cash flows provided by (used in) financing activities:
Proceeds from issuance of short-term debt
Payments to redeem short-term debt
Proceeds from issuance of long-term debt
Payments to redeem long-term debt
Repurchase of common and preferred stock
Proceeds from issuance of common and preferred stock
Payment of cash dividends on common and preferred stock
Net change in federal funds purchased and securities sold under agreements to repurchase
Excess tax benefits from stock-based compensation

Net cash provided by (used in) financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

Cash paid during the period for:
Interest
Income taxes

Non-cash activities:
Securitization-related transfers from mortgage loans held for sale to investments in securities
Net transfers of loans held for sale to loans held for investment
Net deconsolidation transfers from mortgage loans held for sale to investments in securities
Transfers from advances to lenders to investments in securities
Net consolidation-related transfers from investments in securities to mortgage loans held for investment
Net mortgage loans acquired by assuming debt
Transfers from mortgage loans to acquired property, net

See Notes to Consolidated Financial Statements.

For the Year Ended December 31,

2007 2006 2005
$ (2050) $ 4059 $ 6347
(391) (324) (56)
9,775 8,587 7,179
4,564 589 441
612 707 1,394
47 (201) 68
190 230 (625)
1,424 439 146
1,005 865 849
(3,465) (609) 79
15 (12) (53)
4,289 561 826
(34,047) (28,356) (26,562)
594 606 1,307
— — 51
62,699 47,343 86,637
() (278) (1,143)
(630) (857) (124)
(1,677) (1,680) 1,380
42,949 31,669 78,141
(126,200) (218,620) (117,826)
123,462 163,863 169,734
76,055 84,348 117,713
(76,549) (62,770) (57,840)
56,617 70,548 99,943
(79,186) (47,957) (69,505)
1,129 2,642 3,725
(3,059) (2,341) (1,829)
1,043 295 329
(38,926) (3,781) (5,040)
(65,614) (13,773) 139,404
1,743,852 2,196,078 2,578,152
(1,687,570)  (2,221,719)  (2,750,912)
193,238 179,371 156,336
(232,978) (169,578) (197,914)
(1,105) 3) —
8,846 22 29
(2,483) (1,650) (1,376)
1,561 () (1,695)
6 7 —
23,367 (17,477) (217,380)
702 419 165
3,239 2,820 2,655
$ 3941 § 3239 § 2820
$ 40645 $ 34488 $ 32,491
1,888 768 1,197
$ 27707 $ 25924 $ 23,769
4271 1,961 3,208
(260) 79 5,086
71,801 45,216 69,605
(7,365) 12,747 (11,568)
2,756 9,810 18,790
3,025 2,962 3,699




FANNIE MAE

Consolidated Statements of Changes in Stockholders’ Equity
(Dollars and shares in millions, except per share amounts)

Accumulated
Additional Other Total
Shares Outstanding Preferred Common Paid-In Retained  Comprehensive  Treasury Stockholders’
Preferred C Stock Stock Capital Earnings Income (Loss)(1) Stock Equity
Balance as of January 1, 2005 132 969 $ 9,108 $ 593 $ 1,982 $ 30,705 $ 4,387 $ (7873) $ 38,902
Comprehensive income:
Net income — — — — — 6,347 — — 6,347
Other comprehensive income, net of tax effect:
Unrealized losses on available-for-sale securities (net of tax of
$2,238) — — — — = — (4,156) — (4,156)
Reclassification adjustment for gains included in net income
(net of tax of $233) — — — — — — (432) — (432)
Unrealized gains on guaranty assets and guaranty fee buy-ups
(net of tax of $39) — — — — — — 72 — 72
Net cash flow hedging losses (net of
tax of $2) — — — — — — 4 — @
Minimum pension liability (net of
tax of $1) — — — — — — 2 — 2
Total comprehensive income 1,829
Common stock dividends ($1.04 per share) — — — — — (1,011) — — (1,011)
Preferred stock dividends — — — — — (486) — — (486)
Treasury stock issued for stock options and benefit plans — 2 — — (69) — — 137 68
Balance as of December 31, 2005 132 971 9,108 593 1,913 35,555 (131) (7,736) 39,302
Comprehensive income:
Net income — — — — — 4,059 — — 4,059
Other comprehensive income, net of tax effect:
Unrealized losses on available-for-sale securities (net of tax of
$73) — — — — — — (135) — (135)
Reclassification adjustment for gains included in net income
(net of tax of $77) = = = = = = (143) — (143)
Unrealized gains on guaranty assets and guaranty fee buy-ups
(net of tax of $23) — — — — — — 43 — 43
Net cash flow hedging losses (net of
tax of $2) — — — — — — 3) — 3)
Minimum pension liability (net of
tax of $2) — — — — — — 4 — 4
Total comprehensive income 3,825
Adjustment to apply SFAS 158 (net of tax of $55) — — — — — — (80) — (80)
Common stock dividends ($1.18 per share) — — — — — (1,148) — — (1,148)
Preferred stock dividends — — — — — (511) — — (511)
Treasury stock issued for stock options and benefit plans — 1 — — 29 — — 89 118
Balance as of December 31, 2006 132 972 9,108 593 1,942 37,955 (445) (7,647) 41,506
Cumulative effect from the adoption of FIN 48, net of tax — — — — — 4 — — 4
Balance as of January 1, 2007, adjusted 132 972 9,108 593 1,942 37,959 (445) (7,647) 41,510
Comprehensive loss:
Net loss — — — — — (2,050) — — (2,050)
Other comprehensive loss, net of tax effect:
Unrealized losses on available-for-sale securities (net of tax of
$293) — — — — — — (544) — (544)
Reclassification adjustment for gains included in net income
(net of tax of $282) — — — — — — (523) — (523)
Unrealized gains on guaranty assets and guaranty fee buy-ups
(net of tax of $13) — — — — — — 25 — 25
Net cash flow hedging losses (net of
tax of $2) — — — — — — 3) _ 3)
Prior service cost and actuarial gains, net of amortization for
defined benefit plans (net of tax of $73) — — — — — — 128 — 128
Total comprehensive loss (2,967)
Common stock dividends ($1.90 per share) — — — — — (1,858) — — (1,858)
Preferred stock dividends — — — — — (503) — — (503)
Preferred stock issued 356 — 8,905 — 94) — — — 8,811
Preferred stock redeemed (22) — (1,100) — — — — — (1,100)
Treasury stock issued for stock options and benefit plans — 2 — — (17) — — 135 118
Balance as of December 31, 2007 466 974 $ 16913 § 593 § 1,831 $§ 33548 § (1,362) $ (7512) $ 44,011

(1) Accumulated Other Comprehensive Income (Loss) is comprised of $1,644 million, $577 million and $300 million in net unrealized losses on available-for-sale securities, net of tax, and
$282 million, $132 million and $169 million in net unrealized gains on all other components, net of tax, as of December 31, 2007, 2006 and 2005, respectively.

See Notes to Consolidated Financial Statements.




Non-GAAP Supplemental Consolidated Fair Value Balance Sheets(1)

As of December 31, 2007 As of December 31, 2006
GAAP GAAP
Carrying Fair Value Estimated Carrying Fair Value Estimated
Value Adjustment(l) Fair Value Value Adjustment(l)  Fair Value
(Dollars in millions)
Assets:
Cash and cash equivalents $ 4502 $ — $ 4502y $ 3972 $ — § 3972
Federal funds sold and securities purchased under
agreements to resell 49,041 — 49,041(2) 12,681 — 12,681(2)
Trading securities 63,956 — 63,956(2) 11,514 — 11,514
Available-for-sale securities 293,557 — 293,557(2) 378,598 — 378,598(2)
Mortgage loans:
Mortgage loans held for sale 7,008 75 7,083(3) 4,868 9 4,877(3)
Mortgage loans held for investment, net of allowance
for loan losses 396,516 70 396,586(3) 378,687 (2,918)  375,769(3)
Guaranty assets of mortgage loans held in portfolio — 3,983 3,983(3)4) — 3,669 3,669(3)(4)
Guaranty obligations of mortgage loans held in
portfolio — (4,747) (4,747)3)4 — (2,831) (2,831))4)
Total mortgage loans 403,524 (619)  402,905(2)3) 383,555 (2,071)  381,484(2)3)
Advances to lenders 12,377 (328) 12,049(2) 6,163 (152) 6,011()
Derivative assets at fair value 2,797 — 2,797(2) 4,931 — 4,931(2)
Guaranty assets and buy-ups 10,610 3,648 14,258(2(4) 8,523 3,737 12,260(2)(4)
Total financial assets 840,364 2,701 843,065(2) 809,937 1,514 811,451(2)
Master servicing assets and credit enhancements 1,783 2,844 4,627(4(5) 1,624 1,063 2,687(4)(5)
Other assets 40,400 5418  45818(5)6) 32,375 (150)  32,225(5)6)
Total assets $882,547 $ 10,963 $893,510 $843,936 $ 2,427  $ 846,363
Liabilities:
Federal funds purchased and securities sold under
agreements to repurchase $ 869 $ — 3 869(2) $ 700 $ — 3 700(2)
Short-term debt 234,160 208 234,3682) 165,810 (63) 165,747z
Long-term debt 562,139 18,194 580,333(2) 601,236 5,358 606,594(2)
Derivative liabilities at fair value 3,417 — 3,417(2) 1,184 — 1,184(2)
Guaranty obligations 15,393 5,156 20,549(2) 11,145 (2,960) 8,185(2)
Total financial liabilities 815,978 23,558 839,536(2) 780,075 2,335 782,410(2)
Other liabilities 22,451 (4,383) 18,0687) 22,219 (2,101) 20,1187y
Total liabilities 838,429 19,175 857,604 802,294 234 802,528
Minority interests in consolidated subsidiaries 107 — 107 136 — 136
Stockholders’ Equity:
Preferred 16,913 (1,565) 15,348 9,108 (90) 9,018(3)
Common 27,098 (6,647) 20,451(9) 32,398 2,283 34,681(9)
Total stockholders’ equity/non-GAAP fair value
of net assets $ 44011 $ (8,212) $ 35,799 $ 41,506 $ 2,193 $ 43,699(10)
Total liabilities and stockholders’ equity $882,547 $ 10,963 $ 893,510 $843,936 $ 2,427  $ 846,363

See Explanation and Reconciliation of Non-GAAP Measures to GAAP Measures




Explanation and Reconciliation of Non-GAAP Measures to GAAP Measures
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Each of the amounts listed as a “fair value adjustment” represents the difference between the carrying value included in our GAAP consolidated
balance sheets and our best judgment of the estimated fair value of the listed item.

We determined the estimated fair value of these financial instruments in accordance with the fair value guidelines outlined in SFAS No. 107,
Disclosures about Fair Value of Financial Instruments (“SFAS 107”), as described in “Notes to Consolidated Financial Statements—Note 19, Fair
Value of Financial Instruments.” In Note 19, we also

disclose the carrying value and estimated fair value of our total financial assets and total financial liabilities as well as discuss the methodologies
and assumptions we use in estimating the fair value of our financial instruments.

‘We have separately presented the estimated fair value of “Mortgage loans held for sale,” “Mortgage loans held for investment, net of allowance for
loan losses,” “Guaranty assets of mortgage loans held in portfolio” and “Guaranty obligations of mortgage loans held in portfolio,” which, taken
together, represent total mortgage loans reported in our GAAP consolidated balance sheets. In order to present the fair value of our guaranties in
these non-GAAP consolidated fair value balance sheets, we have separated (i) the embedded fair value of the guaranty assets, based on the terms of
our intra-company guaranty fee allocation arrangement, and the embedded fair value of the obligation from (ii) the fair value of the mortgage loans
held for sale and the mortgage loans held for investment. We believe this presentation provides transparency into the components of the fair value
of the mortgage loans associated with the activities of our guaranty businesses and the components of the activities of our capital markets business,
which is consistent with the way we manage risks and allocate revenues and expenses for segment reporting purposes. While the carrying values
and estimated fair values of the individual line items may differ from the amounts presented in Note 19 of the Consolidated Financial Statements,
the combined amounts together equal the carrying value and estimated fair value amounts of total mortgage loans in Note 19 of the Consolidated
Financial Statements.

In our GAAP consolidated balance sheets, we report the guaranty assets associated with our outstanding Fannie Mae MBS and other guaranties as
a separate line item and include buy-ups, master servicing assets and credit enhancements associated with our guaranty assets in “Other assets.”
The GAAP carrying value of our guaranty assets reflects only those guaranty arrangements entered into subsequent to our adoption of FIN No. 45,
Guarantor’s Accounting and Disclosure Requirements for Guarantees, Including Indirect Guarantees of Indebtedness of Others (an interpretation
of FASB Statements No. 5, 57, and 107 and rescission of FIN No. 34) (“FIN 45”), on January 1, 2003. On a GAAP basis, our guaranty assets
totaled $9.7 billion and $7.7 billion as of December 31, 2007 and 2006, respectively. The associated buy-ups totaled $944 million and $831 million
as of December 31, 2007 and 2006, respectively. In our non-GAAP supplemental consolidated fair value balance sheets, we also disclose the
estimated guaranty assets and obligations related to mortgage loans held in our portfolio. The aggregate estimated fair value of the guaranty asset-
related components totaled $18.1 billion and $15.8 billion as of December 31, 2007 and 2006, respectively. These components represent the sum of
the following line items in this table: (i) Guaranty assets of mortgage loans held in portfolio; (ii) Guaranty obligations of mortgage loans held in
portfolio, (iii) Guaranty assets and buy-ups; and (iv) Master servicing assets and credit enhancements.

The line items “Master servicing assets and credit enhancements” and “Other assets” together consist of the assets presented on the following five
line items in our GAAP consolidated balance sheets: (i) Accrued interest receivable; (ii) Acquired property, net; (iii) Deferred tax assets;

(iv) Partnership investments; and (v) Other assets. The carrying value of these items in our GAAP consolidated balance sheets together totaled
$43.1 billion and $34.8 billion as of December 31, 2007 and December 31, 2006, respectively. We deduct the carrying value of the buy-ups
associated with our guaranty obligation, which totaled $944 million and $831 million as of December 31, 2007 and 2006, respectively, from “Other
assets” reported in our GAAP consolidated balance sheets because buy-ups are a financial instrument that we combine with guaranty assets in our
SFAS 107 disclosure in Note 19. We have estimated the fair value of master servicing assets and credit enhancements based on our fair value
methodologies discussed in Note 19.

With the exception of partnership investments and deferred tax assets, the GAAP carrying values of other assets generally approximate fair value.
While we have included partnership investments at their carrying value in each of the non-GAAP supplemental consolidated fair value balance
sheets, the fair values of these items are generally different from their GAAP carrying values, potentially materially. Our LIHTC partnership
investments included in partnership investments had a carrying value of $8.1 billion and $8.8 billion and an estimated fair value of $9.3 billion and
$10.0 billion as of December 31, 2007 and December 31, 2006, respectively. We assume that certain other assets, consisting primarily of prepaid
expenses, have no fair value. Our GAAP-basis deferred tax assets are described in “Notes to Consolidated Financial

Statements—Note 11, Income Taxes.” We adjust the GAAP-basis deferred income taxes for purposes of each of our non-GAAP supplemental
consolidated fair value balance sheets to include estimated income taxes on the difference between our non-GAAP supplemental consolidated fair
value balance sheets net assets, including deferred taxes from the GAAP consolidated balance sheets, and our GAAP consolidated balance sheets
stockholders’ equity. Because our adjusted deferred income taxes are a net asset in each year, the amounts are included in our non-GAAP fair value
balance sheets as a component of other assets.

The line item “Other liabilities” consists of the liabilities presented on the following four line items in our GAAP consolidated balance sheets:

(i) Accrued interest payable; (ii) Reserve for guaranty losses; (iii) Partnership liabilities; and (iv) Other liabilities. The carrying value of these items
in our GAAP consolidated balance sheets together totaled $22.5 billion and $22.2 billion as of December 31, 2007 and 2006, respectively. The
GAAP carrying values of these other liabilities generally approximate fair value. We assume that certain other liabilities, such as deferred
revenues, have no fair value.

“Preferred stockholders’ equity” is reflected in our non-GAAP supplemental consolidated fair value balance sheets at the estimated fair value
amount.

“Common stockholders’ equity” consists of the stockholders’ equity components presented on the following five line items in our GAAP
consolidated balance sheets: (i) Common stock; (ii) Additional paid-in capital; (iii) Retained earnings; (iv) Accumulated other comprehensive loss;
and (v) Treasury stock, at cost. “Common stockholders’ equity” is the residual of the excess of the estimated fair value of total assets over the
estimated fair value of total liabilities, after taking into consideration preferred stockholders’ equity and minority interest in consolidated
subsidiaries.

The previously reported fair value of our net assets was $42.9 billion as of December 31, 2006. This amount reflected our LIHTC partnership
investments based on the carrying amount of these investments. We revised the previously reported fair value of our net assets as of December 31,
2006 to reflect the estimated fair value of these investments. This revision increased the fair value of our net assets by $798 million to $43.7 billion
as of December 31, 2006.
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These materials present tables and other information about Fannie Mae,
including information contained in Fannie Mae’'s Annual Report on Form
10-K for the year ended December 31, 2007. These materials should be
reviewed together with the 2007 10-K, copies of which are available on the
company’'s Web site at www fanniemae.com under the “Investor Relations”
section of the Web site.

More complete information about Fannie Mae, its business, business
segments, financial condition and results of operations is contained in its
2007 Forms 10-K, which also includes more detailed explanations and
additional information relating to the information contained in this
presentation. Footnotes to the included tables have been omitted.




Q FannieMae
DisclaimeriSafe Harbor

This presentation include s forrard-Hooking statements, including statements relating to our future capital
position, financial perfformance and condition, ability to take advantage of business opportunities, market
share and credit losses; our strategy; the fair value of our net assets; and our expectations regarding the
housing, eredit and mortgage markets and our future credit loss ratio. Future results may differ materially
from what is indicated in these forward-Hooking statements. Factors that could cause actual results to differ
materially include, but are not limited to, greaterthan expected delingquencies and credit losses on the
mortygages we hold or guaranty; impairments, delinquencies and losses on subprime and Alt-A mortg age
loans that hack our privatedabel mortgage-related securities investments; further declines in home prices in
excess of our current expectations; a recession or other economic dovmtum; a default by one or more of our
signific ant institutional counterparties on its obligations to us; the loss of business volume from any of our
key lender customers; widening of credit spreads; and changes in interest rates, as well as others described
in the “Risk F actors” sections in Fannie Mae’s annual report on Form 10-K for the year ended December 31,
2007, and in its reports on SEC Form 8.

Other terms used but not defined in this presentation may be defined in our annual report on Form 10-K for
the year ended December 31, 2007.




& FannieMae

m 2007 results accurately reflect the most severe housing
dislocation in decades.

= The market did Ermgide opportunities for Fannie Mae, particularly
in our guaranty business.

= Qur primary focus is protecting our capital, mitigating losses and
taking steps to emerge from the crisis on solid tooting.

= We are well-positioned to continue our vital role and mission, but
expect another very tough year.

= Despite market challenges, have continued to meet key
milestones.

= Met all obligations under Consent Agreement.
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Consolidated Financial Results

Detail Full ¥ear Seguential Guarter
(dollars inmillions) on Slide; 007 FY_ 2006 FY® 2007 Q4 2007 03 @
Net Interest Income ' 3 54581 56,752 ¥ 1,13 § 1,058
Guaranty Fee Income 4 5,01 4,750 1,621 1,232
Trust Managernert Incorne & 588 111 128 146
Fee and Other Income K1l 7a1 A7 2 205 Th
Net Revenues 10,991 11.785 3,090 2,512
Losxes on Certain Guaranty Contrads 5 {1,424} {439 {386} {294)
Investment Gains {losses), net 6,7 {1,232} {2k {1,130} 136
Derivaives fair value losses, net 0 4,113 {1.524 {3,222} {2.244)
Losses from Partnership Iniestments {1,008) (865 (47a) (147
Administrative Expenses 2 BEY) (3,076 (641} (BB
Credit-Related Expenses 9.1 {5,012} {783 {2,973 {1,700}
Other narrinterest expense, net (662} (204 (420% (871
Incame {loss) hefore federal taxes and
extraordinary gains (osses) (5,126) 413 (6,170 (1,484
Benefit {provision) for federal income taxes 3,091 (16R) 2623 a8z
Extraordinary gains (losses), net of tax (15} 12 (] 3
Met Income {(oss) Fi2, 04600 4,089 A0 0,399
Diluted earnings (lossh per cammaon share F (2B _§ 365 F Ga8m .56
4]

Trust management income was recorded a5 3 component of net interest income until Hovember 2005,

e Cerain amounts have been reclassified to conform ta the current pres entation.




Q FannieMae
Net Interest Income/Yield

Net Interest Yield /Average Interest-E arning Assets

$00,000 : 1.50%
 FuMlYeaw . Sequential Quarters
00000 + T SRy S o 130%
00000 T 1 1.10%
00,000 4+ i
T a0, ; 4 0.00%
S $500,000 | il
= { T 0.70%
E $00000 T
=2 i -4 n.s0%
$200,000 +
$200000 +  f0.30%
$100,000 + s : 1 010%
R — — - .0.10%
2008 2007 2007 Q3 2007 04
Mat Intereat Inco me (i $E752 $4.551 $1.058 $1.45%5

e Aoverage Interest Earning Assets —e—Met Interest “vield

m pletinterest income significantly lower as net interest vield declines.
m petinterestyield increased maodesth in Qd 2007 due to lower debt costs.

m Reclassification of float income to trust management income heginning in Movember 2006, reduced net interest vield
by 7 bpsin 2007,




Q FannieMae

Guaranty Fee Income
Average Effective Guaranty Fee Rate/Outstanding MBS

£2,500,000 0.400%
Sequential Quarters
Full Year
£2,000,000 + T 0.380%
£ $1,500,000 + 0.300%
= 1,000,000 + 1 0.250%
$a00,000 + + 0.200%
- : : t 0.150%
2006 2007 2007 43 7007 34
Guzranty Fee Income ($mm $4.250 $5.071 $1.232 31,621

|—Avg. Cutstanding MBS and Other Guaranties —s— Average Effective G-fee Rate

= Growyth in guaranty fee income driven primarily by growth in outstanding MBS and an increase in average effective
guaranty fee rate.

®m Price increases ga into effect on March 1, 2008 — expected to have approximately 10 bps positive impact an new business.

(13 Certain prior parfod anounts previoushy included a5 3 component of 'fee and other income” have been reclassified to “guaranty fee income"to conform tothe
cument period presertation

(21 Pocretion of previoushy recognized losses on cetain guaranty cortradts increased guaranty fee income by $603 million in 2007 and $329 million in 2006 4




& FannieMae

Losses on Certain Guaranty Contracts

(dollars inmillions) Full Year Seguential Quarter
2007 2006 2007 Qg 2007 Q3

Losses on Certain Guaranty Contracts
Recognized 1424 0§ 438 $ 385 294

Increase in Current Period Guaranty
Fee Income from Accretion of Prior
Losses on Certain Guaranty Contracts (603) (329) (276) (144)

ret Impact of Losses on Certain
Guaranty Contracts on Current Period

Pre-Tax Income ™ & 821 ¢ 110 £ 110 % 150

= Metimpact of losses on cerain guaranty contracts increased to $821 million from $110 million, due to wider
market credit spreads.

= |n Q4 2007, accretion of prior logges on certain guaranty contracts increased, substantially offsetting the
impact of nesw [osses on certain guaranty contracts. We expect these trends to continue in 2008.

Ty Doeg w0t BCDr e amortz3ton ofcredit e ke me iteXpesfe recondd b other expestes




& FannieMae

Investment Gains/(Losses), Net

Full vear Sequential Guarer

(daollars in millions) 2007 2006 2007 04 2007 93 @
Other-than-temparary impairment on investment securities Fo@E1s  F (853 F 73E & (74a)
Lower-of-¢ost-or-market adjustments an held-for-sale loans (103 4N 12 3
Gains (osses) on Fannie Mae portfolio securitizations (403 152 [37E) (B4)
Gains on sale of available-for-sale (AFS) securities, net o3 106 262 94
Gains (losses) on trading securities, net (369) g 1482} 248
Other investment losses, net {250 {49 140} [ag=)]

Imvestment losses, net F 01,235 F (B8 F 01130 % 136

(1) Certain amaunt hawe been reclassified to conformowith the current presentation.
Investiment losses, net, increased in 2007, Key drivers included:
u  Transzaction related gainsfosses effectively offset in 2007.

B |ncrease in losses on trading secatities driven by credit spread widening, mare than offsetting the positive effects of
declining vields.




PR FannieMae
Security Impairments

fdallars in millions) Full ™ ear S edquential Duarter
2007 2006 2007 24 2007 03
Private Label Securities - Subprime B 160 B 149 B 146 B 20
Liguid Investment P ortfolio 443 24 388 a4
Agency MBS @ 200 774 200 -
Angency REMICS 1 17 - -
Other ® 10 19 2 -
Total Impairments b 214 b 853 b 736 b 75
o mpsime i mee poog i e d s tee seciftes me e @b el tie mpEimert e eeEed.
Py ciices mpEime 18 21 e e trish e tmisastens, ma st g i g B, K, =0d ot e s ol deak

n At December 31, 2007, the company changed its intent to hold LIP and certain agency securities until they recovered, and
accordingly recognized impaimment of 620 million. These securities were transferred from available for sale (AF3) to
trading on January 1, 2008 with our adoption of the fair value option.

= e recorded §160 million of other-than-termpoarary impairment on $1.7 billion of unpaid principal balance of subprime
nrivate-label securities classified as AFS because we concluded thatwe did not have the intent to hold to recovery or it
wias no longer prabahle that we woold collect all ofthe caontractual principal and interest amounts due.




Q FannieMae

Fair Value Items
Effect on Earnings of Significant Market-Based Yaluation Adjustments

Full ¥ear Sequertial Quarter
(Dollars in millions) 2007 2006 2007 &g 2007 65
Derivative Far Vaue Losses, Nat 3 o4113) F 01522 F o322 F (2244)
Loszes on Delinguent Loans Purchased from MBS Trusts 1,364 (2047 (239 (B70)
Laszes on Certain Guaranty Cortrads 11,4243 [439] [386) [294)
Gainz (Losses) on Trading Securities, Met (3657 5] 1527 248
Total ¥ 7 266 F 2157 F (439 F (25960

(1% Cartain amounts hawe been redassfied to conform with the cument presentation
Principal reasons for fair value declines:
s [Declines in interest rates

= Credit spreads widening and reduced lesvels of liquidity inthe mortgage and credit markets, causing
significant Iosses

Actions to reduce volatility associated with these items:

= Developed work-out option not requiring the purchase of l0ans from trusts and working on other
options

= |ncreasing guaranty fee pricing
= Mowving selected agency MBS to trading accounts

= Evaluating hedge accounting




& FannieMae

Credit-Related Expenses/Credit Loss Performance Metrics

Full Year Sequerntial Quarter

(dollars in millions) 2007 2006 2007 04 2007 03
Amount Rate (bps)  Amount Rate (bps)  Amount Rate(bps)  Amount Rate (bps)

Charge- Offz, Nt of Recoveries "5 § 770 31§ 288 12 307 1.1 197 07
Foredozed Property Bxpenses =) S0 1.2 229 10 233 0.8 148 05
Credit Losses, net ofthe impact of S0P 03-3 17339 53 517 22 540 2.0 343 13
S0P 03-3 Fairvalue Losses 1364 5.4 204 oa A54 2.1 670 R
Impact of S0P 033 on charge-ofts and oreclosed property
BNpEnzes 223 0.9 6] 03 (110 0.4) (G2) 02
Credit Losses, including the impact of S0P 03-3 2480 98 it 28 934 37 951 3y
Increasein allowance forloan losses and reserve for guaranty
Logsas 2532 125 1,984 248
Credit Related Bxpenzes 012 F Fa2 2973 1200
Alowance for loan losses and resene for guaranty losses 533 F 259 F3.30 F1 407
Percent of allowance for loan losses and resene for guaranty
losses tothe quarantybook of business 0Az% 004 01z2% oo5%E

CT) Emclusiex e mpec| o B P 3-3 feir imhoe (s of 514 blllee oenl 5204 millee o e pesrs ersied Becember 31, 207 aesl 276, respecioely, senl 3555 milleeoesl SE0m lem
A e quarlers eraied Becem ber 31, 2070 eenl Bep ember 30, 270, expeckely

3 Tre mpec| ot B8 P (33 o crarge-wfk oeel Sercced prper peaperse i Tl 17 of e 20070 10K Pes keemdegpregeked sesl siied bk b cherge- ok orel deeciesed pamer iy
enperaz. The mijusimen| s dege-afk e 5711 millon el 538 milien dr e pesrs eried Oecember 31, 200 el 206, expechisp, ol 555 milien orel 325 miliom i e o brs
erded Dec=mber 31, ZXT orel Bep Ember 30, 200, espechicg. The s menl b ferecesced preper pesperse s 5112 millen ol 535S millen i e eEars ersied Beember 31
TN wral XK, respeclely, mrn 354 milim ol 323 milen i e o ks ereied Secemier 31, 2T el Beplember 30, 200, respechelp.

Credit oss ratio (excluding the impact of S0P 03-3) increased to 5.3 bps from 2.2 bps

& key driver of the increase in credit losses and expenses was weakness in the housing markets

The company now expects a credit loss ratio in 2008 of 11 to 15 hasis points, factoring in a significant increase in loan
default and severity rates, and a significant increase in acquisitions of foreclosed properties, as well as a 510 7 percent

natiorwide decling in home prices. The company futher expects there may also be significant regional differences in the
rate of home price declines in 2008, q




& FannieMae
Losses on Loans Purchased from Trusts/Cure Rates

Loans Purchased From Trusts

S0 T Year . Re-performance Rates of Delinquent Single-
45,000 + =0 T .
aoon | Sequential Family Loans Purchased from MBS Trusts
' Quarter |
25,000
30,000 A - ‘emrs Loans Purchesed from MBS Trust =
25000 A @ 2008 =005 2004 200
20,000 Cured B5% G0% a3% S0%
15.000 | ek D efauts @ 0% 3% 6% a7
1I:IIIIID 1 90 Days or more Delinquent 15% 9% G 4%
' ek Total 100 100% 1004 0%
5,000
- =
20 AOF 207 2007 " fciudes curent, paywofe, lender repurchases, less than 90-dawe deinguert, longtem
we) o4 forebeaancs, repayment plans, modificgiors, either with o withoot concessionsto the
bormower,
B Mumber of Loars Purchased T heludes Brdosures, pre-brdeeure sges, sdazto third paties and deeds-n-lieu of
—— Aerage hiaket Price (1) forechosure.

(1) Inz:ludea valusaf primary mortgge ina urance

= | osses on loans purchased fram trusts diven by an increase in number of loans purchased and a decrease in the
fair value of loans,

® Cure rates may decline compared with 2006 rates.

10




Q FannieMae

Management Actions on Credit

® Tightening underwriting standards / reduced participation in riskier segments

Tightened eligibility requirements on riskier business
Increasing FICOs, lowering LTYs and increasing documentation requirements
Limiting mesdmum financing available in declining markets

Significant reduction in AltbA acquisitions

B |ncreased loss mitigation efforts

Increazed focus on work- outs

Encourage servicers to ramp up workouts and outreach programs to delinquent borrowers

® We purchased credit enhancement on riskier loans

® We actively monitor our counterparties. Have enhanced collateral requirements.

Credit enhancement providers

Senicers

11




PR FannieMae
Change in Estimated Fair Value of Net Assets (Non-GAAP)

(Callars in Millions)
2007 2006 @
Balance as of January 1 5 43,6949 ¥ 42,155
Capital Transactions
Carmman dividends, comman share repurchases and issuances, net 1,7 40) 1,02307%
Preferred dividends and issuances, net 7,208 a11)
Captal transactions, net q,468 (1,541
Change in estimated fairvalue of net assets, excluding capital transactions (13,368} 3,041
(Decrease) increase in estimated fair value of net assets, net {7.500) 1.500
Balance as of December 31 ) 36,7949 ¥ 43 6595
Fair Yalue - Preferred Equity 5 14,3448 ¥ 8018
Fair Walue - Common Equity b 20,441 b 34 681

Fairvalue of net assets, excluding capital transactions, declined by $13.4 hillion. Key drivers included:

£6.5 hillion decline in fair value of net guaranty assets, including tax-related assets, driven primariy by the market's
anticipation of further deterioration of monoage credit.

= Widening of mortgage-to-debt spreads caused a decline of approximateh 5.4 hillion in the fair value of our net porfolio.

Economic earnings of the company and changes in fairvalue of other assets

The estimated fair value of our net assets (non- G440 represents the estimated fair value of total assets less the estimated fair wvalue of total
ligbiliies. We reconcle the estimated fair wvalue of aur net assets (non-GAAP) to fotal stockholders’ equity (24P In Appendix |l (pg 350

(13 We revised the previoushy reporbed fair value of ournet assets as of December3q, 2005 to conform to the current presentation, in which
LIHTC parnership investments are refleded at fairvalue. The previoushy reported fair walue of our net assets as of December 34, 2005
reflected the carnying amount of these investments.

12




@ FannieMae

2007 Q4 Capital Surplus - Sources and Uses of Excess Capital

2.0
78 $28
0.0
480 - Retum of Capital Investment
= #05 s
5 0 {3
£ $B.ﬂ ] o4 2007 Nat Eh-lt:lh: — #
& mman
z e
= 40 - Cividends 122 Hillan :l 25
Grwtin 111G bililan
£23 Liguid Grwth In Nt
narmanta HE
240 - Prafamie Kk cut nging
e
[atat ANy
$o0 -
o3 2007 oM 2007
Caplal Capital
QErins QwEriis
faguiremant Ragurmmant

Mote: Q4 2007 capital sumlus is a Fannie Mae estimate, and has not been certified by OFHEQ

m At year-end 2007, Fannie Mae had a $3.9 billion capital surplus relative to the OFHEQ-directed minimum capital
requirerment.

= Fannie Mae increased investment in our iquid investments and morgage portfalio in @4, consuming some of
our capital surplus.

= Fannie hMae has the ability to manage the size of itz liguid investment portfolio (LIPY or mortgage portfolio for additional
capital flexibility. 13




[Fin billions]

& FannieMae

Capital Position

$60.0
&7 $19
I
5.0 ez 2.4
Retained 8415
- Earnings
Dividends Preferred fak
Eaances
Redemption
$30.0 -
$15.0 ¥218
$0.0 -
Care Core Capitd
C=pital Capit Requirement
Y E 2006 YE 2007 ¥ E 2007

Mote: YE 2007 core capital is @ Fannie Mae estimate, and has not been cedified by OFHEQ

14
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Home Price Growth Rate in the U.S. — Fannie Mae Index

15%

17 7% 12.9%

10% -
7.9%
: B.5%
5% - :
7.7%

0% - T —

-3.1%
-A%

-G% to -7

-10%

2000 200 2002 2003 2004 2005 2006 H1 2006 HZ 2007 2008

Bas ed upon the Fannie Mae home price index. Grovrth rates are from period-énd to period-end. 2006 H1 and H2
grovrth rates are not annualized.

Note: Using the Gase Shiller weighting method, our forecasted home price decline would be 7-9%0 {vs. 5-Fi).

15




FR FannieMae
One-Year Home Price Growth as of December 31, 2007

United States -3.1%
Mountain

7 Ey witest Morth Certral

Ez=t North Certral
-2 3%

Pacific
-6 7%
Middle Atlartic

= -12%

South Atlantic
-1.5%

-47%
0.a%

Wiest South Central

2 40 East South Central

0%

State Growth Rate [ Betow 0% [0 -10% - 50 [ | su-0w [ 0% 5% [ ftove st

The firg number under each state is the hom e price grosdh rate . The zecond num ber is the UPB share of each state.

16
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Q FannieMae

Credit Risk Management

Focus on Minimizing Credit Losses

= New Business — reduced eligibility and increased price

= Credit loss mitigation
— Increased focus on workouts
— Fannie Mae employees on site with most major servicers
— National REO Disposition Center in Dallas, built during California
mid-90’s housing recession, continues to use its experience to manage
servicer relationships and facilitates workouts
= Manage counterparty risk positions
— Strengthening contractual protections
- Requiring additional collateral from some counterparties
— New limits on business with some counterparties
- Increased depth and frequency of monitoring

17




Q FannieMae

Counterparty Exposure

C ounterparly Type

Exposure {as of 12/31/07)

Notes

hortgage Insurers

Lenders with Risk Sharing - Single-famihy

Lenders with Risk Sharing - hultifamiby

Financial Guarantors

Custodial Depository Institutions

Darfvative Counterparties

F104.1 billion of primary and pool
mortgage insurance

Full ar partial recourse an loans with an
estimated UPB of H42.7 billion

Full ar partial recourse an loans with an
estimated UPB of H128.3 billion

Bienefician of financial guaranties of
F11.5 billion on zecuries held in
investment portfolio or guarantzed

Atotal of F22.5 billion in deposits for
scheduled MBS payments were
receired and held by 224 custodial
depository institutions.

Replacement cost of outtanding
derivative contrack in gain positions by
counterparhy fotaled $532 million, taking
inte acccount netting arrangements
where applicable.

Seven counterparties provide ower 29% of
coverage; < A& ar higher rated, 3 Ah-
rated

5% of counterparties investment grade
based on lower of 55F, Moody's, and
Fitch Rating

[Lepending onthe financial strength of the
counter party, wee may require a lender to
pledge collateral to secure its recourse
oblig ations

Manage exposure through irrdepth
analyz ez of their financial position and
stress anabyses of their financial
guaranties and awvailable capital. On case
by-zase basis, may restrict hypes of
buziness wee will dowith a comparny, or
suspend the company a an acceptable
couriter party.

25 % ware held by institutions rated a=
inwestmeant grade by 5&P, Moody's, and
Fiteh,

T million of exposure to firms with A%
rating; $432 million to firms with
Adtitfenf rating; 16 million to firms
with Aok Al rating;

18
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Credit Loss Rate/Delinquency Rates

Credit Loss Ratio (basis poirts)* Single - Famil y Seriows Delingae noy Rae (%4

&0 30

o 2 25 -

0 // = = s

T E
/

as -

[fx} T T
YEAE WE 200G VE20O7

[x]x] T T
Fraoos Fr 2006 Fr 2007 |+-:pn:IItEna|mn:| —m—Totl Mo w-Crecit By ialwcll

= Higher credit loss ratio primarily due to worsening decline in home prices, particularly in the Midwest, Califomia, Florida,
Mevada, and Arizana, and economic weakness in the Midwest. Our credit loss ratio excludes the impact of S0P 03-3

% Fannie Mae expects credit losses to rise to 11-15 bps in 2008, factoring in & significant increase in loan default and
severity rates, and a significant increase in acquisitions of foreclosed properies, aswell a5 3 510 7 percent natiomwide
decline in home prces
* Mote: Credit loss ratio is defined as [Met chame-offs (excluding impact of S0P 03-2) + Foreclosed Property Expense]ifverage
Guaranty Book of Business 10




Q FannieMae

Characteristics of Fannie Mae Single-Family
Conventional Mortgage Credit Book of Business

December 31, 2007
Single-Family Conventional Mortgage Credit Book of Business $2.5 Trillion
Veighted Average FICO 721
VWeighted Average Original LTV T2%
Weighted Average MTM LTV 1%

10 Fised 3, 'O $RH S
Hegam 1%

Other ARMs T Investor 6%

Secondf¥acation Home 4%
e

Long Termy and Intermediate Term

Fixed Rate $6%

Primary Residence 30°%%

* Oata 2a of Dacs mher 3, 2007

Coarfein ok & conEimadin ks prasank Forene besed oponinforms Bor B B e Mee mecaives from ENrobge iy soorcas, Alffoough e ande Mee garmas Ny consiolns
ks irifovmme Borrralie e, it doas mof guee niae B {ifis socwele or siiteble fors iy g ricosrporpose. Femda bl e Fes s ooecs fo delsdedfos rleval informe orr o
& pproiTE Eay 995 parcent of oor corvarfiors! single-Emily mortos ge cedff book ofbocimass.
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Fannie Mae Subprime and Alt-A Exposure

Total Exposure of $54.1 Billion

Purchased or Guarante ed
Loans $3.3B

PL&"'.:FEDHiﬁiﬂnB PLS Portfolio
Portfolic) Investment $32. 08

Total Exposure of $350.6 Billion

{None Held in
Portfolio) .
PLS Wrap $0.6 B PLS Portfolio

Investment $32 5B

Purchased or Guarante ed
Loans $317.5B

* Data == of December 31, 2007

21
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Fannie Mae Credit Profile by Key Product Features
Credit Characteristics of Single-Family Conventional Mortgage Credit Book of Business

FICT

=520

ard

Chverall Interest Fcl  OLTV OLTY
as of Decerber 31, 2007 Boak Mez b Cinlsy = f20 = 0% =005 Subpritoe B8
LTEE (hillinve) $25313 $223)  fa00af  $1250)]  $ES1R §205 23l $a44
Shate of SF Corerertional Che dit E.ng'l ! 100.0%. 0.5 23% & % oo 1. 2% 03 11.9%
Lveraze UFE $la2.747] $150508] $2%6.473) $106.307| $134614] $119463] $153.007) $175765
SO0 Rate &111 oare 0.92%, 143 0% aTma] a9 26d%| 576 215%
i vatiom Year 2005-2007 e gogwl  somw]l s Mol saow 73.9%,
Weishted fveraze CLTV 7L5% 0 I ey T maw| 7R 73.1%
COLTY =90 2.9%, 0.3% gdw|  23ew| 1000w 1000% 2.0 6%
Weizhted fverace WV TV B09%  6d1% Tagv  ezaw]  27ew ik 63.7%
Weishted fverare FICT 721 £05 724 588 £320 501 21 718
FIoD = 620 4.9%, 12.27% 13%]  100.0% 1L7%] 1m0 4msm 0.7%
Fixed rate 256 0.1% 3o9%]  osazw]|  ezawm ] I e 70.5%
Principal Fesiderce e Tam R w5 96 77.9%,
Credit Entanced &/ 20.2% 72.0% 369%  3=0% 923% 0485 71.0% A06%
% of 2007 Credit Logses *! 100.0% 0.9% 15.3%, 15.9% L6.9%, 6.2% 1.0% 314

(1idnbpome aal AAaE cabnlvkd a: arsuam of e Sl Faddy Mot p i C mdit Beek.
(1) Inwl UPH of larn withe it wnberes wrm ot T ol TPH ofBank (%)

11 ) Izcloins ey et p imooces, el ooees, sl sesos ol ot zs ol it s b et
(4 Cuk ot us n mrarng affn Sngl-Fardy Martguge Crelit Haak 207 eowdit oom

Mote: Categories are not mutually exclusive, so numbers are not additive across columns

Cartsin iy B confimadin s prasant Bore re besad oporinforme Bor EREE P mfe Mea racaivas from Ehirohpe iy soorzas, AlbRoogh P rva Mea gamas N comsiolrs
Bz v Bornalebla, i dbes mof gue e nfae B fifis secaste or sl bl fors ny merfioulrporpose. Feanfa bl e Res s ovazs fo obEdados mlaval infvme Bor o
aEroiTe bay 995 parcend of oo corvenfiors! single-Emily morioe ge credff book ofbusimass. 22




Q FannieMae

Single-Family delinquency rates by State and region

single-Family serious delinguency rates (as of 12/31) 2007 2006
Arizona 0.75% 0.21%
Califormia 0 50%s 0.15%
Flonda 1.59% 0.43%
Newada 1. 20% 0. 34%

Total conventional single-family loans 0.98% 0.65%
Single-Family serious delinquency rates (as of 12/31) 2007 2006
Ilidwest 1.35% 1.01%
Mortheast 0.94%, 0.67%
Southeast 1.15% 0.65%
Southsest 0.56% 0.69%
West 0.50% 0.20%

23
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Fannie Mae Credit Profile by Vintage and Key Product Features
Credit Characteristics of Single-Family Conventional Mortgage Credit Book of Business by Vintage

2003 and

Oiverall 2007 2006 2005 2004 Earlier

as of December 31, 2007 Book Yintage Vintage Vintage Vintage]l Vintages
UPE (hillions) 2,531 2 $3319 $435.1 $304 8 $314.2 $8552
Shate of 3F O otrventi onal Credit B ool (1 100.0% 21 0% 17 2% 15 6% 12 4% 33 8%
Average IFE §142747] $194.614] $179.044] $i66.629] $142832] $106.905
3D Rate All Loans 0.98% 0.62% 1.74% 1.26% 0.96% 0.79%
Origination ¥ ear 2005-2007 538%| 1oo0%|  1onom]  100D0% 0.0% 0.0%
Weighted Average OLTY 71.5% 75 0% 73 6% 71.7% 70.3% 8. 2%
QLTV =90 9.0% 16 9% 10.5% .1% £ 4% 6.7 %
Weighted Average MTMLTY 60.9% T6.0% 73.3% B 3% 557% 43.8%
Weighted Average FICO 721 716 718 723 723 725
FICO < 620 49% £i_5% 3 4% 4.3% 43% 4.3%
Fixed-rate 88 A% 91 .2% 26.4% 82 % 81 5% 5. 4%
Frincipal Fesidence 20.9% 28.9% 27 5% 28.2% 90 6% 92.3%
Credt Enhanced 23 20 8% 20 6% 27 7% 21 5% 15.8% 13.3%
% of 2007 Crecit L osses ™! 100.0% 1 6% 20.3% 24.1% 16.2% 37.3%

1) Subprime and AY-4 are caloabted ac a percertage of the Sigle-Fan ik hatzage Credi Boob.

(2) Total UTFE of Joans with aedit erbemcemend.Total TFE of Book: [35)

(31 B hdes primsry matgag heorarce  pooliamance, krder recomes: and ofher aedit erbare smert
(4) Calrabted ac a percerimze of the Siygle-Famibr Matzage Credit Book 2007 e dit e s

Corfein e & comEimadin bhis prasant Borene besad aponinforme Bor B Fa mde Mea recaivas from ENrobge ry soorzas. Alffough Fe anfe Mee garmas Ny consiolns
Bk irifovme Bommalie e, i doas mof gues ntae B fifis socwsle or st ble fors iy g ricusrporpose. Fema bl e Fes s cress o defEdenos mleval informe o o 24

s aaroiTe bay 995 parcen of oor corvarfiors! single-Emily morios ge cedff book ofbusimass.
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Fannie Mae Credit Profile by State
Credit Characteristics of Single-Family Conventional Morgage Credit Book of Business by State

Dverall
as of December 31, 2007 Ecok MI OH H FL Ch AT H¥
UFE (billions) $2.551.2 ta $ms $35.7 $190.3 $387.1 $a 5 B
Share of SF Corventiomal Credit Book 100 0 3% 28% 14% 75% 153% 259% 14%
hverage UPE $142.747| $117415 $104208) $101707( $l42434 $190429| $156573) 3177559
S0 Rate A1l Loars 058 1.43% 1.78% 1.95% 1.59% 0.50%: 0.75% 1.20%
Oirigination ¥ear 2005-2007 538% 41 4% 440% 48 5% B41% 49 0% 69 1% £59%
Weighted Avermge OLTV 71 5% 73 e 78 5% 732 &1 A4 73 5% 741%
OLTY = 90 99% 10 0% 152% 18 4% 105% 23% QR 1%
Weighted Average MTMLTV &09Y 710% &892 &9 5% 847 528% B 4% &9 5%
Weighted hvemze FICO 721 71z 718 713 716 728 723 722
FICO = 620 49% SR% &2 B 9% 55% 33% 3R% 35%
Fined-rate 22 AY 28 3% 931% 93 5% B53% 81 5% 23 0% 741%
Principal Residence 288 o3 1% 94 4% 93 7% 818w 22 3% 23 8% 207
Credit Exhareed ' 208% 1955 270% 31.7% 2400 118% 225 274%
% of 2007 Credit Losses 100 271% 13 6% 45% 47% T4% 18% 15%
o of 2007 Foreclosed Properties 100085 164% 0% 50% 35 34 15% 11%

(1) Inwl UFH sl withe odit wrbw ey rifT o inl TP nfHank (%)
1) xloim ey restp p e, il Dooees, kol sowme sl et o it e sk et
(1) Eakdani m o pra g afte Eingls- Fowiy My rtgum C nidit Beek 1007 el it mom

Cartsindy & conkimadin s grasant forsre besed oporinforms Bor ERel Fa mnfe Mea recaivas Fom Ehinohge iy soomcas, Alfkough Fe e Mee gamas iy consiolrs
ks irifovmme Borrralie e, it doas mof gues niae B {ifis socwele or siiteble fors iy g ricosrporpose. Femda bl e fes s ooecs fo delsdeofos rleval informe Borr o
& pproiTE Eay 995 parcent of oor corvarfiors! single-Emily mortos ge cedff book ofbocimass. 29
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Fannie Mae Subprime and Alt-A Exposure — Securities/Wraps

The balances below regresent invesimen f5 regodfed v our nmorfgage gorffolio
(35 disclosed ynder Table 26 - MOEA 2007 10-K)

Subprime Alt-A
Securities Wraps" Securities' Wraps
UPE & 122107 Faz.0 .4 el F0.0
O Autuf 97 % 100%, 100 %,
B0 At or belo s 2% 0% 0%
%0 2007 “int=ge 17 % 100% 14%
B0 2006 Vit age F0 % 0% 27 %
wtd Aorersge Credit
Enhancerment sl ete L

Brchades primte- Bhel senxities backed ber Ak - Aot sdbprime motgnze barethat are reparted ioor mortzage portfolio as 2
conprert of ron-Fartce Bae snabred seomies.

Frhades mecenmitimtiore of A5 o aibprim e mortzage-rekted senmies thit we oomrtes, which are epated oo mortzsge
portfolio asa conpanett of Famde Tae snacbred ceoxities.

As of February 22, 2008, all of our private-label mongage-related securities backed by All-A morgage loans were rated ASA
and none had been downgraded. However, since the end of 2007 through February 22, 2008, approximately $1.3 hillion of our
Alt-A private label martgage-related secunties had been placed under review for possible credit downgrade or on negative

watch.

As of Fehruary 22, 2008, the credit ratings of several subprime private-label moaortgage-related securities held in our porfalio
with an aggregate unpaid principal balance of 8.4 billion as of December 31, 2007 were downgraded below AAA of which 63
million or 0.2% of our total subprime secuities had ratings below investment grade. Of the 8.4 billion that have heen
downgraded, $6.2 hillion are on negative watch for further downgrade. In addition, approximately $10.2 hillion or 32% of aur
subpritne private-label morgage-related secuities had been placed under review for possible credit downgrade or are an
negative watch as of February 22, 2008,
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Home Price Growth/Decline and Fannie Mae Real Estate Owned {(RED) in Key States
Single-family REO and Home Price Statistics 'for Selected States

REO Acquisitions RED Inventory
Annualized | Annualized HP
HP Growth as| Growth as of
of 12131107 12131107
State 2005 2006 2007 | As of 12131107 | [Priar 1 yr) {1) | [Prior & yrs) [1)
Michigan 3633 5691 8067 7,309 -7 6% -1.1%
Ohio Gk e B R e o 2662 0.0% 1.7%
Indiana 2098 | 2572 2457 1015 1.3% 20%
Florida 334 FofE 1333 -14.0% 98%
Califernia 18 93| 1681 1417 -11.9% 92%
Arizona 146 56 TE5H] 545 -97% 10.5%
Nevada 27 52 530 A26 -11.6% 10.3%
Other 23190 | 23783 | 29488 15842 LA N A
Total 32560 | 36580 49121 33,729 -31% 6.3%

! Based on Fannie Mae Internal HP Index
On a national basis, REQ net sales price compared with unpaid principal balance of mortgage loan has

decreased from 93% in 2005 to 89% in 2006 to 78% in 2007, driving an increase in loss severity.
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2007 Income Statement by Segment

2007 Income Statem ent
[Dallars in Millionz)

Hetlnke rest hiome @Eepense)
Grarandy Fee licome (ips: 152)
Losses on Cerbi Gragry Confracts
TrstMaragemerthcome

Imesine it bsses, 1et

De watie Birvahe ksses, et
DebtextagrEime ot bsses, et
Losses from parmership inuestmers
Fee ardother income

Adm in Gtatue experses

Prouiion forcreditbsses

Cithe revpe 1ses

Loas b fore federal income fxes and
wrtraondinany ksses

Berefiforkde @litcome tres
licome (Joss) befoe extrao dinany
k5585

Extraordina ny base s, 1et offar e ffect
Hetlicome (Joss)

Singk- Capial
Fam iy HCD Natkel Total
o5 R A00 ¥ 4N F 45%
G816 o 1218 5071
13817 L] - 04260
553 ] - it
&4 - (1165 23
- - 113 (4113
- - ) (]
- (.05 - (1.005)
306 am 12 1451
0.4 L] Gl ]
#5560 & - (4566
B L3N] a1 (106
a3 4350 2458 .15
e (1.509 (1,130 041
855 145 (1336 20%
- - (15 (15
b 3 N T LT 0w P 1V R S Y L1

2006 Incom e Statem ent
[Dodlars in Millions)

Het ik estlicome §xperse)
Gragty Fee hoome (opense)
Losse s o1 Ca rain Grarary Cortack
TrstMarageme ot licome
Iuesimertgains (osses), et

D ruatis fairuabe bsses, net
Debtextingn & ime it gais, et
Losses fom parbersh p inesime its
Fee ard othe rincome

Bdm inEratue e xpenses

Prouson forcedit kbsses

Oithe rexpenses

Income (Joss) bedore ke ral incom e
e s and extaondi any gains

Prouson perefl orkd ol income
tes

Income before ext@ond @ ang gains
Eitraoditaw gains, 1etofir e ffect
Het licome

Singk- Capial

Fam ik HCO Naket Total
Fooxe R @) FE1& FAETS2
L= i 109 t250
iy ) - LEY]
109 z - 1
a - e GER)
- - A5z 0523

- - m m
- BE5) - ]
%3 I 142 i
(1 566) 69 a a0im
& ] - 0]
K] 134 & [2E10]
11n (1.109 1,185 1213
102 (1.4 43) 540 166
Iou m 16ES Ly
- - 1z 12
Proq R 23 FiEn  f 4054
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2007 Net Revenues/Income by Segment

{Dollars in Millions) 2007 006
Net Revenues
Single-Family Credit Guaranty $ 7.039 $ 5,073
Housing and Community Development 424 510
Capital Marlkets 3,528 5,202
Total $ 10,991 $ 11,785

Net Income [loss)

Single-Family Credit Guaranty £ {858y ¢ 2,044
Housing and Community Development 157 338
Capital Markets (1,349) 1677

Total $ (2050 % 4,059
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Changes in Risk Management Derivative Assets (Liabilities) at Fair Value, Net

DolEm | HilBIE) Full Yumr Enguaninl Guerter
TS 1006 1007 G MOOF GE
Begirning 1eteeruatue sse 125 LAz 1811 524
Effectafcasl payme 1is:
Muaey spentbo purchae cpion — = Falruane at izepton ofcortecs e rked 1 dirig tie
) pe g 185 m x &
Weaey spent bo ey minae svwaE —— % Fgirygye atdak of Emhaton of oiteck setted
ditg e peied Y BE -1 u e
Perodie e temsl cmiteehal ik met payme 1 (e piE) an 1 R 1] .16
Tohkl enth peymant: fraeaipts) 1B 53 818 123
neome si=keme 1t mpEct of roog i Eed amonE:
Svap Aoorals = Peradie e temrteetal e mst ieme e ape aEe)
ae=riak o izest e smap . (R} H |- ]
NetElEnge 1 EruEle girng pe fag [WLEE ] 1,089 A A0 2 A0
Carfwmiw fulr valun lguems, netf?] L] [ Eam Jilrs i) 221:
Erdlig ietenriatue e et gabIig [i=lf] s B0 181
Qriginal i eighte d R emaining
(Crallars in Millions) Qriginal Fremium Fuerage Life to W eighted Auwrerage
P ayments Expir ation (years) Life (years)
Outstanding optiors as of December 31, 2006 5 8,768 a2 57
Furchases 195
ExerciEes (427
Termin aticns 212
Expirations (250
Outstanding optiors as of December 31, 2007 bl 7843 2.4 46
(1) The original fair value at termination and related weighted average life in years at termination for those

contracts with original scheduled maturities during or after 2007 and 2006 were $12.5 billion and 15.2 years
and $13.9 hillion and 9.7 years, respectivehy.

{2} Reflects net of derivatives assets at fair value and derivative liahilities at fair value, as recorded in our

30
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Fee and Other Income

(dollars in millions)

Transaction Feas
Technology Fees
Multifamily fees
Foreign Currency exchange gains (losses)
Other
Fee and other income

2007 2008
$ 17 124
265 216
307 292
(190} (230]
252 270
$ 751 § &72

= Foreign curtency translation osses are offset by correspaonding net gains on fareign currency swaps, which are recognized

in "Detivatives fair value gains (losses), net".
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Selected Financial and Operating Statistics

Ratios:
Return on assets ratio
Return on equity ratio
Equity to assets ratio
Dividend payout ratio
Average effective guaranty fee rate (basis points)
Credit loss ratio (basis points)

2007 2006
-0.30% 0.42%
-8.3% 11.3%
4.8% 4 8%
N/A 32.4%
23.7 22.2
5.3 2.2

Rafer to 2007 10-K, fem & for definiions of ratios in abowe table

Mote: Credit loss ratio for all pedods excludes the impact of S0P 03-2, which requires that loans purchased out of MBS trusts be maked to fair

walue atthe ime of acquisition.
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Mortgage Securities — Held For Trading

4§ it TS T TS

RITS/TO5E 51 O ¢ 2
Product uPe Fair Value Total Spread Rate Sensitivity
12.31.2007 Adoption Sensfﬂg}{ons (+1bp
01.01.2008

Fixed Rate MBS 21.8 18.3 308 [0.074) 10.012)

AR MBS T4 0.0 7.4 {0.007) {0.001)

Agency GO 14.2 0.0 14.2 {0.005) {0.003)

PLS 10.0 0.0 10.0 {0.002) {0.001)

CMBE 11.0 0.0 11.0 {0.007) {0.007)

buni 0.8 0. 0.8 (0.001) (00013

Total Assets f4.8 18.3 R (0.031) (0.024)

Derivatives ga1.0 - ga1.0 - 0.04g

et {0.031) 0.023
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Option Adjusted Spreads (OAS) — Lehman

YO Change
aog
+260 bps
x50
o0
150 Ly

[T TLT

- /A-//\ +82 bps

B +27 bps

L

[ T Y T u T T T T T T
Deg-05  Jan07 Feb-07 RMara7 Ap HOT Ray=07 Jn-07 JuHOT AngHdT - Sep-O7 QCHT Now-07 Deca7

=

o F A S0V 7 —F A LDV HE ABZ === NEZ
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The following sets forth a reconciliation of the estimated fair value of our
net assets (non-GAAP) to total stockholders’ equity (GAAP). A more
detailed reconciliation is contained in Table 33 of the 2007 Form 10-K.

(Dallars in millions) As of December 31,
2007 2006
Estimated Fair Value of Met Assets,
net of tax effect (non-GAAP) .. . ... % 35799 T 43699
Fairvalue adjustments... ... .. g.2120 (2 193
Total Stockholders” Equity (GAAFY ... $ 44014 F 41,506

(11 Represents fair value increase of $11.0 billion to total assets of 38935 billion less a fair valug increase of

$19.2 billion to total lisbilities of 3257 6 billion.
(2] Represents fair value increase of $2.4 billion to total assets of 3246 4 billion, plus a fair value increase of

$0.2 billion to total liabilties of $302.5 bilion.
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