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December 2016 - Legislative and Regulatory Update

This month, the Federal Housing Finance Agency (FHFA) issued a final duty-to-serve rule; the
Government Accountability Office (GAO) issued a report urging Congress to advance housing finance
reform; and President-elect Donald Trump selected nominees to serve at the Departments of Treasury

and Housing and Urban Development.

Details about these and other developments below.

Housing Policy

FHFA Issues Final Duty-to-Serve Rule

On December 13, the Federal Housing Finance
Agency (FHFA) issued a final rule implementing
requirements for Fannie Mae and Freddie Mac to
serve three underserved markets: manufactured
housing, affordable housing preservation, and
rural housing. The duty-to-serve rule requires
Fannie and Freddie to submit three-year
Underserved Markets Plans describing the
activities and objectives they will undertake to
better serve low- and moderate-income families
in these markets. The plans will become effective
in January 2018 and will be subject to evaluation
by FHFA through a quantitative assessment, a
qualitative assessment, and an assessment of
“extra-credit eligible activities, including those
that promote residential economic diversity.”

In 2017, FHFA will hold listening sessions around
the country to obtain stakeholderinput on Fannie
and Freddie’s Underserved Market Plans.

GSE Reform in a Trump Administration

President-elect Donald Trump announced this
month that he will nominate Steve Mnuchin, a
former Goldman Sachs banker and his campaign
finance chairman, to serve as Treasury secretary.
In an interview with Fox Business News after his
nomination was announced, Mr. Mnuchin
identified GSE reform as one of the
administration’s top priorities. He said, “It makes
no sense that these are owned by the government
and have been controlled by the government as
long as they have. In many places, this displaces
private lending in the mortgage markets [...] So

let me just be clear - we’ll make sure that when
they’re restructured, they’re absolutely safe and
they don’t get taken over again. But we’ve got to
get them out of government control.” He
suggested GSE reform would be accomplished
“reasonably fast.”

Mr. Mnuchin also identified modifying Dodd-
Frank as the administration’s top regulatory
priority, particularly provisions “that prevent
banks from lending.”

Trump Nominates Carson as HUD
Secretary

President-elect Trump confirmed this month that
he will nominate retired neurosurgeon and
former Republican presidential candidate Ben
Carson to serve as secretary of the Department of
Housing and Urban Development (HUD). Mr.
Trump said in a statement, “Ben Carson has a
brilliant mind and is passionate about
strengthening communities and families within
those communities. We have talked at length
about my urban renewal agenda and our
message of economic revival, very much
including our inner cities. Ben shares my
optimism about the future of our country and is
part of ensuring that this is a presidency
representing all Americans.”

GSE Reform Bills Introduced

On December 8, Reps. Ed Royce (R-CA) and Gwen
Moore (D-WI), both members of the House
Financial Services Committee, introduced H.R.
6487, the Taxpayer Protections and Market
Access for Mortgage Finance Act of 2016. The bill
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would require the FHFA director to establish
guidelines requiring Fannie Mae and Freddie Mac
to “engage in significant and increasing credit
risk-transfer transactions.” Congressman Royce
said in a press release, “Congress should
encourage Fannie and Freddie to increase the
amount and types of credit risk transfer
transactions to the maximum level that is
economically and commercially viable. Doing so
is not only compatible with housing finance
reform, it eases the way for future action.” Rep.
Moore agreed that the legislation would help
“pave the way for a stronger, more stable housing
market.”

On December 7, Reps. John Delaney (D-MD), John
Carney (D-DE), and Jim Himes (D-CT) introduced
H.R. 6500, the Moving Housing Forward Act of
2016. The legislation would require Fannie Mae
and Freddie Mac to establish mortgage credit
risk-sharing pilot programs.

The authors of the two bills issued a joint press
release expressing support for both pieces of

legislation, stating, “Both efforts push the
regulators and GSEs to explore new and
innovative means of sharing risk and advance the
conversation around how best to reform Fannie
Mae and Freddie Mac.”

GAO Report on Fannie Mae and Freddie
Mac Conservatorship

On November 17, the Government Accountability
Office (GAO) released a report examining FHFA’s
actions as conservator of Fannie Mae and Freddie
Mac and the implications of the agency’s actions
for the future of the Enterprises and the
secondary mortgage market. Broadly, the report
found that in the absence of congressional
action, FHFA’s inability to shift priorities for the
Enterprises “may continue to contribute to
market uncertainty.” The study urges Congress to
“consider legislation that would establish clear
objectives and a transition plan to a reformed
housing finance system that enables the
enterprises to exit conservatorship.”

Banking and Economic Policy

Fed Hikes Rates in December; Yellen
Defends Dodd-Frank

The Federal Reserve’s Federal Open Market
Committee (FOMC) announced on December 14
that it will raise the federal funds rate to 0.75
percent - only the second time it has raised
interest rates since the financial crisis. The FOMC
underscored that it “expects that economic
conditions will evolve in a manner that will
warrant only gradual increases in the federal
funds rate.”

During a press conference following the FOMC’s
December policy statement, Fed Chair Janet
Yellen said she believes it is “very important not
to roll back” Dodd-Frank. However, she
suggested that certain tweaks could be made,
such as alleviating the burden of complying with
the Volcker rule or incentive compensation
requirements, addressing the regulatory burden
for small banks or “modestly raising the
threshold for banks that are subject to enhanced
prudential supervision.”

Yellen to Serve Full Term

During questioning at a Joint Economic
Committee hearing on November 17, Chair
Yellen told members of Congress that it is “fully
[her] intention” to complete her term, which
runs through January 2018.

House Financial Services Subcommittee

Chairs to be Announced in January
House Financial Services Committee Chairman
Jeb Hensarling (R-TX) said this month that he
will name subcommittee chairs when the House
reconvenes in January. Rep. Randy Neugebauer’s
(R-TX) retirement leaves the Subcommittee on
Financial Institutions and Consumer Credit without
a chair, while Rep. Scott Garrett’s (R-NJ) defeat
in November leaves an opening atop the Capital
Markets and Government Sponsored Enterprises
Subcommittee.
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What Others Are Saying about the FHLBanks

“Over 96% of ICBA Members belong to their local FHLB.” - ICBA

“(The FHLBanks provide) secondary market alternatives that many banks depend on to meet the
mortgage needs of their customers.” - American Bankers Association

“This grant (from FHLB Dallas) will help... support an environment where small business owners can
create jobs and be successful.” - Senator Martin Heinrich (D-NM)

LOOKING AHEAD

The 2017 House calendar is available here, and the Senate calendar is available here.
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