


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): August 16, 2007

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)
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Registrant’s telephone number, including area code: 202-752-7000
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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):

o Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
0 Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
o} Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

o} Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))




Item 7.01 Regulation FD Disclosure

On August 16, 2007, Fannie Mae posted to its website (www.fanniemae.com) a 2006 10-K Investor Summary presentation consisting primarily of
summary historical financial information about the company excerpted from Fannie Mae’s 2006 Form 10-K. The presentation is furnished as Exhibit 99.1 to
the Form 8-K and incorporated herein by reference.

The information in this report, including the exhibit 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 such document.

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/ ROBERT T. BLAKELY

Robert T. Blakely
Executive Vice President and Chief Financial Officer

Date: August 16, 2007




EXHIBIT INDEX

The following exhibit is submitted herewith:

Exhibit Number Description of Exhibit

99.1 2006 10-K Investor Summary Presentation, dated August 16, 2007
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Exhibit 99.1

Fannie Mae

2006 10-K Investor Summary

Eﬂ FannieMae

August 16, 2007




@ FannieMae

- 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, 2006. These materials should be reviewed together with the
2006 Form 10-K, a copy of which is available on the company’s WebD 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 are contained in the 2006 Form 10-K,
which also includes more detailed explanations and additional information relating
to the informatjon contained in this presentation. Footnotes to the included tables
have been omitted.

P Statements in these materials, including those relating to our expected future credit
losses, market share and administrative expenses, as well as the quality of our
mortgage credit book of business and its credit characteristics, may be considered
forward-looking statements within the meaning of the federal securities laws, and
Fannie Mae's future performance may differ materially from what is indicated in any
forward-looking statements. Information that could cause actual results to differ
materially from these statements is detailed in the 2006 Form 10-K, including the
‘Risk Factors” section.




Current Highlights

Continue to hit key milestones
* Continued momentum towards current filing status — on track to meet February 2008 goal
® 2006 10-K - 8/16/07
® 2005 10-K - 5/2/07
® 2004 10-K with Restated Historical Results — 12/6/06

Demonstrated commitment to return capital to shareholders
® Two dividend increases in last eight months (to $0.50/share per quarter)

Businesses well-positioned to take advantage of opportunities in evolving market
® Guaranty businesses momentum
® |ncreasing Single-Family market share
® Capital Markets’ continued support of MBS, and focus on long-term total return, while maintaining
compliance with an OFHEO-directed cap on our mortgage portfolio.

Risk measures demonstrate effectiveness of risk disciplines
 Credit characteristics of existing book remain strong, though we expect our credit loss ratio will
increase in 2007 to what we believe represents our normal historical range of 4-6 basis points
(e.g. 1990-1997)
# Duration gap continues in +/- one month range

Building the foundation needed to support a dynamic, growing business
® Strong capital position
® Remediation of many controls issues
® |mproving systems infrastructure
® Progress toward reducing 2007 administrative expenses and establishing a lower run-rate for 2008




2006 Results

2006 results reflect a challenging market environment, as well
as significant restatement and remediation efforts.

¢ Net income available to common stockholders decreased to $3.5 billion, a $2.3 billion or 39%
decrease

o Administrative expenses increased from $2.1 billion to $3.1 billion
® Book of business grew 7% to $2.5 trillion, despite the competitive environment
o Credit-related expenses increased to $783 million from $428 million

e Average effective guaranty fee rate remained strong and stable, 21.8 bps in both 2006 and
2005

# Core capital grew to $42.0 billion, $3.8 billion above our OFHEO-designated 30% capital
surplus requirement

 Estimated fair value of net assets (non-GAAP), before capital transactions, grew by $2.2 billion,
or 5%

e Interest rate risk and credit risk measures reflected a generally strong book, though the credit
loss ratio increased to 2.7 bps, closer to the higher historical levels

Source: Consolidated Statements of Income, Table &, Table 23, Table 27, Tabla 34, Table 40




2006 Financial Results by Segment

Increase (Decrease)

For the Year Ended December 31,% 2006 vs, 200E 2005 vs. 2004
20y 2005 2o 5 e 5 et

(Dollars in millions)

Net Revenues:

| Single-Family Credit Guaranty. _._.._...._..... § B073 % 5585 % S007 % 488 9% % 574 12% |
| Housing and Community Development......... 310 607 527 (971 (16} B 15 |
| Capital Markets. ..o 5202 10,764 16,666 (5.562) (52 (5,902) 35 |

Totalos oo S LLTRS $ 16956 322200 $(5171 _(301%  $(5.244) (24)%

Net income:

Single-Family Credit Guaranty.._............. % 2044 5 2623 3 2396 3 (579 (2% § 2217 9%

Housing and Community Development. ... 338 B 425 (163) (33) 78 18

Capital Markets.....oocoovn 1677 3221 2146 (1544 (43 1,075 30
T § 4050 0§ 6347 0§ 4967  S(2I88) _ (360% 5 1380 28% |

P Net Income decreased to $4.1 billion, 2 $2.3 billion or 36% decrease from 2005 levels.

p- Single-Family net revenues increased o $6.1 billion, up 9%. Netincome declined to $2.0 billion, down 22% from 2005. Key
drivers included higher losses on certain guaranty contracts, higher administrative expenses, and higher credit expenses,
offset partially by higher guaranty fee income, and fee and other income.

- Net income for the HCD business segment decreased by $165 million or 33% in 2006 from 2005 resulting from an increase in
administrative expenses and credit enhancement expense and a decline in net revenues, which were partially offset by
increased investment tax credits from HCD's Low Income Tax Credit investments.

- Our Capital Markets business generated $1.7 billion in net income, down 48%, as lower net interest income and higher
administrative expenses were partially offset by declines in derivative fair value losses, and declines in investment losses.

Source: Consolidated Statements of Income, Table 11 * Reflects changes made to 2005 and 2004 seqment presaniation to comact allocation methadalogies. 3




2006 Income Statement by Segment &3 FannieMae

For the Year Ended December 31, 20B6%
Single-Family Capital
Credil (Guaranty HCI Markets Taotal
(Dhollaars in millions)
Mt INTerest IMCOIIE (B PRIIBEN. oottt et ieies et aa it e ies i it isiaaaaeis taniians 926 S (331) % 6,57 8§ 6,752
Guaraniy fee IMCOME TEMPEIIEE L. . oo e et e et e e ee e e anan 4,785 4R6 (1,097) 4,174
Losses on certain guaranty Conracts.... .. ... (431) (8] _— (439)
Investment gains {lossSes), et L —_ (780) (6H3)
Derivatives fair value losses, net..................... (1,522) (1.522)
Debt extinguishment gains, net............. . — — 201 201
Losses from pannership Myestments. ......o.oooo i e — (B65) — (BGS)
Fee and other iMenmie. . ... s 362 355 142 #20
Mon-interest income {loss). .. 4,813 (32) {3.056) 1.725
Provigion for credit losses . 577 12 — SN0
Restatement and related regulatory expenses. ..o e 499 202 362 1063
ORI EXPEIBER . Lo eeiiaians 1,530 518 554 2612
Income (loss) before federal income taxes and extraordinary gains. . 3,133 (1.105) 2,185 4,213
Provision (benefit) for federal income taxes. . ... 1,089 (1.443) 20 166
Income before extraordinary Sains. ... 2,044 338 1,665 4,047
Extraordinary gains, net of tax effect. ..o — — 12 12
2006 DT IMCOIMIE. ...ttt ettt e et e eaeaas § 33s $ 1,677 § 4,050
20005 Nel IO . e e e e et 5 503 5 3z 5 6,347
BT L o 11— 5 425 $ 2146 § 4.9%7
_[ Single-Family Credit Guaranty | ] HCD | — Capital Markets |
$mm §mm $mm
3000 V] 3000
2300 400 =00
2000 0 200
1500 1500 — | —] - —
1000 0 1000 —
509 00 500
" =TI008 2005 2006 =204 2008 ' 2004 2005 2006

Source: Nofes to Consclidated Financial Statements - Footnote 15 * Reflects changes made to 2005 and 2004 seqment presaniation fo comact allocation methadalogies. 4




GAAP Financial Results

For the Year Ended December 31,

Dollars in millions, sxcept per shure amounts 2006 2005 2004

Mel INTErest IMEOME. ... ...ooeii it ieeeiiiei i eee e e § 6.752 £ 11,505 § 18,081
Dierivatives fair value losses, net.....o....o.ooooiie (1.522) (4,196) (12.256)
GUAFEALY FE EOME. o1 erserseaesssssss e essessessenes 4,174 3,925 1715
Losses on certain guaranty Contracts. ...................... (434) (146) (111}
Feee and ofher iCome. ..o crean s aes e B50 1.52a 404
InvestIment [osSes, MOt o seian e am s sian o (6R3) (1,334) (362
Debr extingnishment gains (losses), net..........coooiiee 201 (68) (151
Loszes from partnership investments.........o.ooviiinennn (865) {849 (702
Administralive BXPENSE. .. .oeiiiiiieei e (3.076) (2,115) (1,650)
Provision for credit losses. ..o (589 {441) (352)
Foreclosed property expense (income)..................... (194) 13 [y
Other non-interast eXpense. ... (4035) {249) (599
Provision for federal income taxes. ..o (16a) (1.277) (1,024)
Extraordinary gains (losses), net of tax effect............. 12 a3 (%)
g e A e L= 4,059 6,347 4,967
Diluted earnings per share. ..o 33.65 so0.01 54.94

Cumulative Net Income, 2004-2006 $15,373

Source: Consolidated Statements of Income ]




Selected Financial and Operating Statistics &3 FannieMae

Ratios: 2006 2005 2004 2003 2002
Return on assets ratio. ... 0.42% 0.63% 0.47% 0.82% 0.44%
Return on equity ratio...........cooveviininannn | 113 19.5 16.6 27.6 15.2
Equity to assets ratio...........oooiciiiin, 4.8 4.2 3.5 33 3.2
Dividend payout ratio...........cocooiinn | 324 17.2 42.1 20.8 34.5
Average effective guaranty fee rate............ 21.8bp | 21.8bp 214bp 2l.6bp 193 bp
(in basis points)

Credit loss ratio (in basis points)............... 2.7 bp 1.9 bp 1.0 bp 09 bp 08 bp

Source: bem B: Selected Financial Information




Selected On- and Off-Balance Sheet Data and Capital 21 FannieMae

—s1 Total Stockholders’ Equity [— = Total Assets ————
1,000,000 ——— — -
4,000
800,000 —
30,000 As ol Deoen
11T 11| =L 600,000
20,000 {Dllars in A00.000
10,000 L% 151 5 151 % 357 200,000
IT8.598 340,564 53z,M
1] 0
4 868 5,064 11,7
2002 2003 2004 2005 2006 | ... bAb o Sbed LT 20022003 2004 2005 2006
Total asscis BA036  E34O6E LOMOS34 LOE22TS S4TI9
Short-termodebt. . 165,810 173,186 320,280 343 562 205 538
Long-term debe. cw GOL2MG 300824 GiLES1 GI7618 547,758
Total Tabilities. o, 802,204 4,745 Q056 00002 BT2540
P femend siock. ool 108 9,108 9,108 4,108 2678
Intory Capital Data:
Total capital.. ..o 42,703 40,091 35,196 I7.487 20831
Mlortgage Credit Book of Business Data:
Moartgage portfols......... . 5 T2EDIY E TITERD L 91700 § DORRER § 799779
Fannae Mae MBE held by E . LTIT A 139R918 1LA0E M7 L3052 10439
Ober guariBlees. ... . 18,747 19,152 14,525 13,164 12,027
Mortgage credit book of business.... 0 580 SLRERAY
smm | Mortgage Credit Book of Business | Smm Core Capital
3, 00000 40,000
2,500,000 —
30,000
2000000 —— —  —  —  —
1500000 — 0 — 20,000
1,000,000 — -
500,000 '
1]
200220032004 2005 2006 ~2002_ 2003 2004 2005 2006

Source:; ltem 6: Selecied Financial Information U




Net Interest Income and Yield E FannieMae

For the Year Ended December 31,

2006 2005 2004
Average Interest  Average Average Interest  Average Average Interest  Averape
Balance Income/ Rates Balance Income/ Rates Balance Income/ Rates
— Expense Earmed/Paid _ Expense EarnedPaid _ Expense EarnedPaid

. {Daollars in millions)
Interesi-eaming assets:

Morigage Ioans. ... & 370006 F 200304 5.53% F 384869 5 200688 5.3E% § 400605 5 20390 534%
Mortgape securties . 356872 19513 5.41 443270 22163 5.1M) 514,529 25 502 4492
Mon-morgage securities.. ... 45,138 2,744 6,0 41,365 1,550 a4 A, 440 1L 2,17

Federal funds sold and securities
purchased under agreements
toresell 13576 i1 4.7 6415 299 4_ffy 5,308 #4 1.01

5 135 2.2 468 04 2.33 4773 13 (60
Total interest-eaming assets).......... | §796767 | 343627  5.48% |$_&SL3_'1[ S44844  S09%  B9TA653  S4TAIR 491%

Interesi-bearing liabilities:

Shom-termdebt. ... BledS66 37714 469 5 246,733 16,535 2.65% £331.971 B45R0  132%
Lomg-term debt..o 604,555 20,038 482 611827 26,777 458 615,225 15538 405
Federal funds purchased and
securities sold under agrecments
torepurchase. .o 320 12 375 1552 27 1.74 3037 19 0.63
Total interest-beaning habilies. ... £ 766441 536875  4.70% fRA0012 £ 33330 3 88% f0e0.235  S20.737  3.10%%
Impact of net non-interest
bearing funding, ... 27,326 0.16% 3 20279 0108 £ 14,420 0.05%

Met interest income/net

interest yield. .......... ... - § 6,752

11505 L31% SIR0R]  LB6%
£11.503 L%

» Higher debt costs due to flattening of the yield curve
» Decrease in average portfolio size

Key Drivers:

Source: Table 4 8




Derivative Fair Value & Purchased

Options Premiums Data

rﬁj FannieMae

As of December 31,

Source: Table 9, Tabde 19, Table 20

Maney spent to 2006 2005 2004

purchase (Dullars in millions)

optons BEEiNRIng Net dErivative 85568 u.ruerernnsarsessemsessssssseseassesmsssssssssessansassnssasssssmenn § 4372 5 5437 5 3988
B Effect of cash payments:

I—h-| Fair value at inception of contracts entered into during the period... (7 EEC 2,998
Money spent o —pe{_Fair value at date of termination of contracts seftled durmg the permd “' (L] o] 4,129
terminate Peripdic net cash contractual interest paymcnts . . LUG6 1,652 6,526
derivatives Total cash payments. . . R 953 3,357 13.653

Income statement impact nt rcl:ng,n]zcl:l AMMILNES:
o | Periodic net contractual interest expense aceruals on interest rate swspe. [0 (1325) | (4.981)

I W Nel change in fair value dunng the anud . . (35T (RN {7.228)
Net accrued Derivatives fair value losses, net . (1,A00) 4417y (12,204}
infterest on ENding net derivative BSSEl...veueererrisrasirersenssreerinmisressernssnssesersssassenssssensenro o $ 3725 5 4372 §_ 5432
interest rate . , .

SWaps Hisk management derivatives tair value gams (losses) attnbutable to:
MNet contractual interest expense aceruals on interest rate swaps. . . o000 5 01325 5 (4.981)
MNet change in fair value of terminated derivative contracts from eud uf pnmr
Reduction vear to date of termination. . e (176) (1,434) {4,006)
dus to: Met change in fair value of u:-u:standmg derivative contracts, |||-:ludmg
i derivative contracts entered into during thcpr.:nod s ( {3.132)
= Upward trend in | Risk management derivatives fair value losses, net... W ATy . >
interest rates
and reduction in T
contractual
interest Original
expense, Original Weighted Remaining
artially offset Premium Avera [Life Welghleq
E:'. lower implied Pavments to Expiration Average Life
inlerast rate (Dollars in Millions)
volatity Outstanding options as of December 31, 2005........ooocovvvcececreren, 8 11,688 6.5 years 4.3 years
PUMCRASES. ..o e e
L O (1811
ds.”P leﬂ"r:;'tal Terminations. .. (278)
on options book Expirations. . . R, (R00)
| Outstanding nptmm HEY c-f I.'k:ccmh:r _1] IE}LK& ..................................... £ K769 .2 years 5.7 years

11 Frimarly represants cash paid {recaived) upon termination of dervative contrects. The ariginal fair vale st tarminetion end related weighted
average ke in pears at lerminalion for fose confracts with eriginal scheduled maturities during or afler 2006, 2005, and 2004 werg 5139 bilion and

5.7 years. $14.9 bilion and 7.6 years, and $15.3 billon and 6.6 years respectively.




Guaranty Fee Analysis

For the Year Ended December 31,

2006 2005 Variance
Amount Rate Amount Rate Amount Rate

(in millions) (in bps) (in millions) (inbps)  (in millions) (in bps)

CGuaranty fee income/average effective

guaranty fee rate, excluding buy-up

Impairment. ... 5 4212 220 § 3974 221 § 238 (0.1
Buy-up impairment. ........o.oooeeviieian. .. (38) (0.2 49 (0.3 11 0.1
Guaranty fee income/average effective

puaranty fee rate.. ... coveasniniinn $ 4.174 § 3,925 5 249
Average outstanding Fannie Mae MBS

and other guaranties..................... 51,915,457 $1,797,547 $117,910
Fannie Mae MBS issues..........ooveeinnnne 481,704 510,138 (28.434)

Source: Tabla 6 10




Credit Costs = FannieMae

Credit Losses("/Book of Business Single-Family Serious Delinquency Rate!?

Bps Percentage

30 2.25 | == Credit Enhanced
5 0 -| @ Non-Credit Enhanced
| e Total

[ %]
on

o M

0.50

0.5 *—g - *’ ——
0.25

FY 2003 FY 2004 FY2005 FY 2006 ~ YE2001 YE2002 YE 2003 YE 2004 YE 2005 YE 2006

(1} Credit lozses include foreclosed property expenses plus net charge-offs. (2] Greater than 80 days past dus

{2) Undar S0P 03-3, we are required to record a5 a charge-off the sxcess of the
acquisition price over Fair value of delinguent leans we purchase fram
Fanale Mas MBS trusts.

Higher credit loss ratio primarily due to continued weakness in the Midwest region of the U.S. as well as due
to overall weaker home price appreciation.
Source: Table 40 Sourca: Table 37 n




Administrative Expenses

For the Year Ended December 31,
(Dollars in millions) 2006 2005 2004
Salaries and Employee Benefits............... $ 1,27 $ 959 $ 892
Professional Services. ... ...................... 1,393 702 435
Occupancy Expenses....................oo..ee 263 221 185
Other Administrative Expenses............... 201 143 144
Total Administrative Expenses....... . $3.076 $2.115 $1.656
A

Increased due to costs associated with
our efforts to return to timely financial
reporting and an increase in our
ongoing daily operations costs.

Source: Consolidated Statements of Income 1z




Investment Losses, Net

#] FannieMae

For the Year Ended December 31,

Other-than-temporary impairment on AFS securities...............

Lower-of-cost-or-market adjustments on HFS loans ................

Gains (losses) on Fannie Mae portfolio securitizations, net .........

(Gains on sale of investment securities, net ........c.ovvievvierenennn.
Unrealized gains (losses) on trading securities, net..................
Other mvestment JoSSes, NEl ... iiiiiiesiseesiasrnsneseans

Investment JoSses, MEL ..o i s a s

Source: Table B

2006 2005 2004

(Dollars in millions)

$(853) $(1,246)  S(389)

(47) (114)  (110)
152 259 (34)
106 225 185

8 (415) 24

_(49) _(43) _(38)

$(683) S(1.334)  8(362)




Fee and Other Income

For the Year Ended December 31
2006 2005 2004

(Dollars in millions)

Transaction fees. . .........oiviii e $124 $136  §152
Technology fees. .o i 216 223 214
Multifamily fees.....ovvvrrre s 292 432 244
Foreign currency exchange gains (10sses)..........ovvevnene. (230) 625 (304)
L 1 T PRI 457 110 0%

Fee and other income............ccovviviiiireierrrnnennns § 859 $1.526 5 404

Fee and other income declined in 2006 primarily due to foreign currency exchange
losses of $230 million in 2006 vs. gains of $625 million in 2005.

Our foreign currency exchange gains (losses) are offset by corresponding net losses
(gains) on foreign currency swaps, which are recognized as a component of “Derivatives
fair value gains (losses), net.”

Source: Table T "




Income Taxes

For the Year Ended December 31,
(Dollars in millions)
2006 2005 2004
Statutory corporate tax Tate.........oovent i 35.0% 35.0% 35.0%
Tax exempt interest and dividends-received deductions. .. (6.0) (4.0) (5.4)
Equity investments in affordable housing projects.......... (25.0) (13.1) (14.5)
Penalty. .o - - 2.4
OUHEr. ..o (0.1) (1.0) (0.3)
Effective Tax Rate..........cocoiviiiniiiieiiiiiieeaennnanns 1.9% 16.9% 17.2%
Current iNCOME taX EXPENSE. . .e.urunriniitrrernniinraanin $ 745 $ 874 $ 2,651
Deferred income tax (benefit) expense...................... (579 403 (1,627)
Provision for federal income taxes. ...vvvvvvrvvneernernn % 166 £1,277 % 1.024

= Variance in our effective tax rate over the past three years is primarily due to the
combined effect of fluctuations in our pre-tax income, which affects the relative tax
benefit of tax-exempt income and tax credits, and an increase in the dollar amount of tax
credits related to our equity investments in affordable housing.

Source: Footnate 11 15




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

{Dollars in millions) 2006 2005
Balance as of January L., 542,199 $40.094
Capital transactions:
Common dividends, common share repurchases and issuances, net......... (1,030) (943)
Preferred dividends. ..o e rs st s e ras e (511) (486)
Capital transactions, TEl. . ... v vve v rrrsrrerersr s irnrrrerans (1,541) (1,429)
Change in estimated fair value of net assets, excluding capital transactions. .. _3.534
Increase in estimated fair value of net assets, nef..................cooooiiiieen.n. 702 | _2.105
{Balance as of December 31, ..o oiiiiiiiiiiiiiiiiiieeiiiiiiieiiiieiieiineees 342,901 $42.199 |

| Key Drivers:

Estimated Fair value of net assets,
has increased by $0.7 billion, $2.2 billion
net of capital fransactions

g Payments of §1.7 billion of dividends to holders of common and preferred stock
& A decrease in the estimated fair value of our net guaranty assets of appraximately $1.4 billion
driven primarily by the slowdown in home price appreciation that occurred in 2006
= A widening in OAS on securities held by us resulted in a decrease in fair value of our morigage assels.

# A decline in agency debt OAS relative to LIBOR resulted in an increase in the fair value of our

liabilities, that further decreased the overall fair value of our net assets.

& More than offsetting the decline in fair value of net assets due to changes in spreads was an
increase in fair value due to a decrease in implied volatility.

The estimated fair valuz of our net assels (non-GAAP) represents the estimated fair value of total assats less the estimated fair value of
Source: Tabla 23 tolal liabilities. We reconcile the estimated fair value of our net assets (non-GAAP) to total stockholders” equity (GAAP) in the Appendix. 18




Appendix

APPENDIX

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 21 of

the 2006 Form 10-K.
(Dollars in millions) As of December 31,
2006 2005
Estimated Fair Value of Net Assets,
net of tax effect (Non-GAAP)...........ccooeviiiinniininen, § 42901 § 42199
Fair value adjustments...................cc............ (1,395)"" (2,897)%
Total Stockholders' Equity (GAAP).............coev.. 41,506 39,302

(1) Represents fair value increase of $1.6 billion to total assets of $843.9 billion less a fair value increase of
$0.2 billion to total liabilities of $802.3 billion.

(2) Represents fair value increase of $1.9 billion to total assets of $834.2 billion, plus a fair value decrease of
$1.0 billion to total liabilities of $794.7 billion.

17



