March 16, 2000

Ms. Anne Dewey, General Counse

O fice of CGeneral Counse

O fice of Federal Housing Oversight
1700 G St. NW Fourth Fl oor

Washi ngton DC 20552

Dear Ms. Dewey:

On behal f of the National Conmunity Reinvestment Coalition, | am
witing to urge you to inplenment risk based capital rules that do not
di scourage Fanni e Mae and Freddie Mac from purchasi ng | oans made to

| ow- and noderate-income borrowers and comunities. Research has
denonstrated that | ow and noderate-income |oans are no nore risky than
| oans made to ot her populations. A 1997 Federal Reserve Board study
entitled, The Comrunity Reinvestnent Act and the Profitability of
Mort gage- Ori ent ed Banks, found that banks that made a hi gh nunber of
loans to mnority and | ow and noderate-incone popul ati ons were a
little nmore profitable than banks that nade few | oans to these
popul ati ons.

The Departnent of Housing and Urban Devel opnent has proposed
significant increases in affordabl e housing goals mandating increased
Fanni e Mae and Freddi e Mac purchases of | oans nmade to underserved

popul ations. It would be counterproductive for the Ofice of Federa
Housi ng Enterprise Oversight ( OFHEO to propose risk based capital rules
that would make it nore difficult for Fannie Mae and Freddie Mac to
nmeet the higher affordabl e housing goals.

Ri sk-based capital rules should also not discourage flexible and

af fordabl e home | oan products. These include | ow downpaynent | oans and
loans in which a nunmber of entities share risk. Fannie Mae and Freddie
Mac shoul d be encouraged to expand their partnerships with banks and
community organi zati ons that have designed flexible and safe products
that reach traditionally underserved popul ati ons.

NCRC bel i eves that CRA-related Il ending to | ow- and noderate-i ncone
borrowers is safe and sound. Risk based capital rules for Fannie Me
and Freddie Mac should reflect this reality.

Si ncerely,

[signed: John Tayl or]

John Tayl or
Presi dent and CEO



