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Business | Introduction

PART I

We have been under conservatorship, with the Federal Housing Finance Agency (“FHFA”) acting as conservator,
since September 6, 2008. As conservator, FHFA succeeded to all rights, titles, powers and privileges of the
company, and of any shareholder, officer or director of the company with respect to the company and its assets. The
conservator has since delegated specified authorities to our Board of Directors and has delegated to management the
authority to conduct our day-to-day operations. Our directors do not have any fiduciary duties to any person or entity
except to the conservator and, accordingly, are not obligated to consider the interests of the company, the holders of
our equity or debt securities or the holders of Fannie Mae MBS unless specifically directed to do so by the
conservator. We describe the rights and powers of the conservator, key provisions of our agreements with the

U.S. Department of the Treasury (“Treasury”), and their impact on shareholders in “Business—Conservatorship and
Treasury Agreements.”

This report contains forward-looking statements that are based on management’s current expectations and are subject
to significant uncertainties and changes in circumstances. Please review “Business—Forward-Looking Statements” for
more information on the forward-looking statements in this report. Our actual results may differ materially from those
reflected in our forward-looking statements due to a variety of factors including, but not limited to, those discussed in
“Risk Factors” and elsewhere in this report.

You can find a “Glossary of Terms Used in This Report” in “Management’s Discussion and Analysis of Financial
Condition and Results of Operations (‘MD&A”).”

Item 1. Business

Introduction

Fannie Mae is a government-sponsored enterprise (“GSE”) chartered by Congress. We serve as a stable source of
liquidity for purchases of homes and financing of multifamily rental housing, as well as for refinancing existing
mortgages. Our role in the market enables qualified borrowers to have reliable access to affordable mortgage credit,
including a variety of conforming mortgage products such as the prepayable 30-year fixed-rate mortgage that protects
homeowners from fluctuations in interest rates.

We operate in the secondary mortgage market. We support the liquidity and stability of the U.S. mortgage market
primarily by securitizing mortgage loans originated by lenders into Fannie Mae mortgage-backed securities that we
guarantee, which we refer to as Fannie Mae MBS. We also purchase mortgage loans and mortgage-related securities,
primarily for securitization and sale at a later date. We use the term “acquire” in this report to refer to both our
securitizations and our purchases of mortgage-related assets. We do not originate loans or lend money directly to
consumers in the primary mortgage market.

We remain in conservatorship and our conservatorship has no specified termination date. We do not know when or
how the conservatorship will terminate, what further changes to our business will be made during or following
conservatorship, what form we will have and what ownership interest, if any, our current common and preferred
stockholders will hold in us after the conservatorship is terminated or whether we will continue to exist following
conservatorship. In addition, as a result of our agreements with Treasury and directives from our conservator, we are
not permitted to retain our net worth (other than a limited amount that will decrease to zero in 2018), rebuild our
capital position or pay dividends or other distributions to stockholders other than Treasury. Our senior preferred stock
purchase agreement with Treasury also includes covenants that significantly restrict our business activities. Congress
continues to consider options for reform of the housing finance system, including the GSEs. We cannot predict the
prospects for the enactment, timing or final content of housing finance reform legislation or actions the Administration
or FHFA may take with respect to housing finance reform. We provide additional information on the uncertainty of
our future, the conservatorship, the provisions of our agreements with Treasury, and their impact on our business in
“Conservatorship and Treasury Agreements” and “Risk Factors.” We describe recent actions and statements relating to
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housing finance reform by the Administration, Congress and FHFA in “Legislation and Regulation—Housing Finance
Reform.”
Although Treasury owns our senior preferred stock and a warrant to purchase



