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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.  

Date: August 16, 2007  
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   FEDERAL NATIONAL MORTGAGE ASSOCIATION
  
   By /s/ ROBERT T. BLAKELY
    

  

Robert T. Blakely  
   Executive Vice President and Chief Financial Officer



                    

EXHIBIT INDEX  

     The following exhibit is submitted herewith:  
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Exhibit Number Description of Exhibit

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



                    

Exhibit 99.1

  
Fann ie Mae

2006 10 -K Inves tor S ummary

Fann ie Mae

August  16,2007



                    

  
 ̂ These materials  present tables  an d other in form at ion about F an nie Mae. inclu ding inf ormatio n contained in F an nie Mae ’s Annual Repor t on Fo rm 10 - K for t he year ’ end ed December  31,2006. T hese m at er ials  shoul d be reviewed together  with the 20 06 For m 10 -K, a cop y of which i s available on  the company ’s Web s ite at www.fanni em ae.com  under the “Inves tor Relations” section of  the Web s ite.

 ̂ Mor e co mplete inf ormation  abo ut Fannie Mae, its  busi ness , bus iness  segments , financial condi tion and r esults  of  operations  are contained i n the 2006 F orm 10 - K, which also  includes  more detailed expl anati ons and  add itional inf orm at ion relatin g to the inf ormati on contained in t his p resentati on. Foot notes t o the included tables  have been omitt ed .

 ̂ Statements  in these materials , includi ng those relating t o our expected f uture credi t losses , market share and admi nist rative expenses, as  well as  the quality of  pur m ortgage credi t book of  busi ness  and its  credit char acter ist ics, m ay be con sider ed  forw ar d -looking s tatements  within  the meaning of  the federal securiti es  laws , and Fannie Mae’ s f uture per form an ce may d iffer  materiall y fro m what is  indicated in any f orwar d-looking s tatements . Inf ormati on that could cause act ual results  to dif fer mater ially f rom th ese s tatements is detail ed  in the 2006 F orm 1 0- K, including t he “Risk F actor s” section.



                    

  
 ̂ Cont inue to hit  key  miles tones

· Cont inued moment um towards  curr ent fi ling s tatus  — on track to m eet F ebruary  2008 goal

· 2006 10 -K- 8/16/07

· 2005 10 -K- 5/2/07

· 2004 10 -K with Restated Hi stor ical Result s - 12/6/06

 ̂ Dem onst rated commit ment to r et urn capital to  shar eh olders

•  Two div idend increases  in l as t eight  months  (to  $0.50/share per qu ar ter)

 ̂ Bus inesses  well -posit ioned to take advantage of  opport unities  in evolving  market

· Guar anty bus inesses  momentum

· Increas ing Sing le -Family m ar ket shar e

· Capit al  Mar ket s ’  con tinued support  of MBS, and fo cus  on l ong-term tot al  return , while maintaini ng

com pliance with an OF HEO -directed cap on our  mortg age po rtfo lio. ^ Risk measur es demo nstr ate effectiveness o f ri sk di scipli nes

· Cr edit characteris tics  of exis ting  book remain  str ong, thou gh we expect  our credi t loss r atio will i ncrease in 2 007 to what we believe r epresent s our  norm al  his torical r an ge of 4 - 6 basis  point s ( e.g. 1990-1997)

· Duration gap cont inues i n +/ -  one month r an ge

 ̂ Bui lding the f oundation needed to suppo rt a dynamic, gr owing bu siness

· Stron g capi tal pos ition

· Remediati on of m any  co ntrols  is su es

· Impr oving syst em s i nfras tructu re

· Progr ess  toward  reducing 2007  ad minis trativ e expenses  and  es tabli shing  a l ower ru n -rate for  2008



                    

  
 ̂ 2006 results  refl ect a chall eng ing market env ironment , as  well as  s ignifi cant rest at em en t and remediatio n effor ts .

· Net  income available to comm on st ock holders  decreased t o $3.5 bill ion, a $2.3 bil lion or  39% decr ease

· Adminis trati ve exp enses  increased f rom $2.1 billi on to $3.1 b illion

· Book  of bus iness gr ew 7% to  $2.5 tri llion, despite the comp et itive envir onment

· Cr edit -related expenses  increased to $783 m illion f rom  $428 mil lion

· Aver age effective guar anty fee rate r emained s trong and s table, 21.8  bps i n both 2006  an d 2005

· Cor e capi tal grew to $ 42.0 billi on, $3.8 bil lion above our  OFHE O -des ignated 30 % capital surpl us r equirement

· Es timated f ai r value of  net assets (non - GAAP), bef ore capital tr ansaction s, gr ew by $2.2 bil lion, or  5%

· Interes t rate r isk an d credit r isk  measur es  ref lected a gener ally s trong  book, thoug h the credit oss  ratio i ncreased to 2.7 bps , closer  to the higher  his torical levels

Source: Consolidated S tatements  of I nco me, Table 6, T able 23, T able 27, T abl e 34, Table 40



                    

  
Increase ( Decrease)

For t he Y ear  Ended December 3 1.* 2006 vs . 2005 2 005 vs . 2004

2006 2005 200 4 $ % $ %

(Dollar s in millions)  Net  Revenues :

| S ingle -Family Credi t Guaranty $ 6 ,073 $ 5,585 $  5,007 $ 488 9 % $ 578 12% |

Housin g and Communit y Devel opment 510 6 07 527 (9 7) (1 6) 80 15

| Capital Mark et s 5.202  10.764 16.66 6 (5.562)  (52)  (5.90 2) 05)  |

Total $ 1 1.785 $ 16.95 6 $ 22.200 $ ( 5.171)  (30) % $ ( 5.244) (24)%

Net  income:

Single -Family Credi t Guaranty $ 2 ,044 $ 2,623 $  2,396 $ ( 579) ( 22)%  $ 227 9%

Housin g and Communit y Devel opment 338 5 03 425 (1 65) ( 33) 78 18

Capit al  Mar ket s 1.6 77 3.221 2.146  (1.544)  (48)  1.075 _5_ 0_

| T otal S  4.059 S 6. 347 S 4.96 7 S (2. 288) ( 36)%  S 1.380 28%~|

 ̂ Net  Income decreased  to $4.1 bil lion, a $2.3 bi llion or  36%  decr ease fr om 2005 l ev el s.

 ̂ Single -Family net r evenues in cr eased to $6 .1 billio n, up 9% . Net  income declined to $2 .0 billio n, down 22%  fro m 2005. Key dr ivers  included hi gher losses  on certain  guaranty contr acts, hi gher admini str ative expenses , and hig her  credit expenses,  offset part ially by hig her guaranty  fee income, and fee and ot her  income. ^ Net in com e for the HCD busin ess  segment  decr eased by $16 5 milli on or 33%  in 200 6 fro m 2005 r esulti ng fr om an increase in adminis tr at ive expenses  and credit enhancement expense and a decline in net r evenues, whi ch wer e partially  offset by i ncr eased inves tment t ax  cr edits  fr om HCD ’s L ow Income T ax Credit i nvestm ent s. ^ Our  Capital Markets  busi ness  generated $1.7 b illion i n net income, down 4 8%, as  lower net i nteres t income and higher  adminis trati ve ex pen ses  were parti al ly off set by  decl ines in  der ivative f air value losses, and declines  in in ves tment  losses .

Source: Consolidated S tatements  of I nco me, Table 11 *  Ref lect s changes  made to 2005 and  2004 seg ment presentation to  co rrect allocatio n methodolog ies.



                    

  
For t he Y ear  Ended December 3 1.2006*

Single -Family Capital

Cr edit Guaranty HCD Markets  T otal

(Dollar s in millions)

Net  interes t income ( exp en se) $  926 $ (33 1) $ 6,15 7 $ 6,752

Guar anty fee incom e ( expense)  4,785 486 ( 1,097)  4,174

Losses  on certain guaranty contr act s ( 431) ( 8) — ( 439)

Inves tment gains  (lo sses) , net 97 — ( 780) ( 683)

Der ivatives  fair  value losses , net — — ( 15522) ( 1,522)

Debt  extinguishment gain s, net — —  201 201

Losses  fr om part ner sh ip inves tments  — (865) — ( 865)

Fee an d other incom e 362 355 142 8 59

Non -interes t income (l oss ) 4 ,813 (32)  (3,05 6) 1,725

Provi sion  for cr edit losses  577 12 —  589

Res tatement and r el at ed  regulator y expenses  499 202 3 62 1,063

Other expenses  1,530  528 554 2,61 2

Income (l oss ) bef ore feder al  income taxes  and  ex traord inary gains  3,133 ( 1,105)  2,185 4,213

Provi sion  (benefit ) for  federal i ncome taxes 1,0 89 (1,443 ) 520 16 6

Income befor e extraor dinary gains  2,044 338 1,665 4,04 7

Extr aordinar y gains , net of tax ef fect — — 12 12

2006 Net income $ 2,0 44 $ 338 $ 1, 677 $ 4,059

2005 Net income $ 2,6 23 $ 503 $ 3, 221 $ 6,347

2004 Net income $ 2,3 96 $ 425 $ 2, 146 $ 4,967

.___Singl e- Family Credi t Guaranty \ HCD _.  .___Cap ital Mar kets  .

$mm $mm  $mm

° 2004 2005 200 6 | I ° 2004 2005 200 6 I | 2004 20 05 2006 I

Source: Not es  to Consolidated F inancial Statement s — Footnote 15  * Ref lects changes  made to 2005  an d 2004 segment presentation t o correct allo cati on methodolo gies. *



                    

  
For t he Y ear  Ended December 3 1, Dollars  in m illions , except per share amoun ts 20 06 2005 2004

Net  interes t income $ 6,7 52 $ 11,505 $ 18,081

Der ivatives  fair  value losses , net (1,52 2) (4 ,196) ( 12,256)

Guar anty fee incom e 4 ,174 3,925 3,7 15

Losses  on certain guaranty contr act s ( 439) ( 146) ( HI)

Fee an d other incom e 859 1,526 404

Inves tment losses , net ( 683) ( 1,334)  (362)

Debt  extinguishment gain s ( losses ), net 201 (68) (152)

Losses  fr om part ner sh ip inves tments  (865)  (849 ) (70 2)

Adminis trati ve exp ense (3, 076) ( 2,115) ( 1,656)

Provi sion  for cr edit losses  (58 9) (4 41) ( 352)

Foreclosed prop er ty expense (income)  (194)  13 (11)

Other non - interes t expense ( 405) ( 249) ( 599)

Provi sion  for f ederal income t axes  (16 6) (1 ,277) ( 1,024)

Extr aordinar y gains  (losses ), net of tax eff ect 12 53 ( 8)

Net income 4,059 6,34 7 4,967

Diluted earning s per  shar e $ 3 -65 $6.01 $4.94

I Cumulative Net I ncome, 2004 - 2006 $15,373

I . l.

Source: Consolidated S tatements  of I nco me °



                    

  
Ratio s: 20 06 2005 2004 2003 2002

Retur n on assets  ratio  0.42% 0. 63% 0.47 % 0.82%  0.44%

Retur n on equity  ratio 11.3  19.5 16.6 27. 6 15.2

Equit y to assets  ratio 4. 8 4.2 3.5 3.3 3 .2

Dividend payout r atio 32.4 1 7.2 42.1 20.8  34.5

Aver age effective guar anty fee rate 21 .8bp 21.8bp 21 .4 bp 21.6bp 1 9.3 bp

(in bas is  points )

Cr edit loss ratio ( in basi s poi nts)  2.7 bp 1. 9 bp 1.0 bp 0.9  bp 0.8 bp

Source: I tem 6: S el ected F inancial Inf ormati on



                    

  

   

— i^j Tot al  Stockhold er s’  Equit y |—i p^; 1 T otal Assets ]

°  2002 2003 200 4 2005^ 2006^] ^^ 3 <$ Ĵ g ^j J..I ^..  ̂ 200 4 200 5  200 6

Total assets  843,9 36 834,168 1,0 20,934 1,022, 275 904,739

Short - term debt 16 5,810 173,186  320,280 343, 662 293,538

Long - term debt 60 1,236 590,824  632,831 617, 618 547,755

Total li ab ilities  802,294 7 94,745 981,95 6 990,002 872 ,840

Prefer red s tock 9,108 9,1 08 9,108 4,10 8 2,678

Total s tockhold er s ’ equ ity 41,506 3 9,302 38,902 32,268 31,899

Regulato ry Capital Data:

Cor e capi tal $ 41,950 $  39,433 $ 34,5 14 $ 26,953 $  20,431

Total capital 4 2,703 40,091 35,196 27,487  20,831

Mor tgage Credit Book of  Busin ess  Data:

Mor tgage portf olio $ 728,932 $ 737 ,889 $ 917,20 9 $ 908,868 $ 799,779

Fannie Mae MBS held b y third  parties  1,777,550 1 ,598,918 1,40 8,047 1,300,52 0 1,040,439

Other guarant ees  19,747 1 9,152 14,825 1 3,168 12,027

Mor tgage credit boo k of bus iness $7 . S7.f i 7.7.9 $7355 959 $7340081  $777755f i $1 857.745

$mm Mortgage Credi t Book of Bus iness]  I $mm  ~| Core Capital °  2002 2003 200 4 2005 20“06~ | I °  2002 2003 200 4 2005 2006

Source: I tem 6: S el ected F inancial Inf ormati on



                    

  
For t he Y ear  Ended December 3 1,

2006 2005 200 4

Aver age Inter es t Aver ag e Av er age Interes t Average Aver age I nteres t Average  
Balance Incom e/  Rates  Balance I ncome/ Rates Balance Income/ Rates

Expense Earn ed/ Paid E xpense E arned/P ai d Expense Ear ned/Paid

(Dollar s in millions)

Interes t -ear ning assets :

Mor tgage loans  $ 376,016 $ 2 0,804 5.53%  $ 384,869  $ 20,688 5.38 % $ 400, 603 $ 21,390 5 .34%

Mor tgage secur ities  356,872 19,31 3 5.41 443,27 0 22,163 5.00 514,529 25,30 2 4.92

Non -mortgage securiti es  45,138  2,734 6.06 41 ,369 1,590 3.8 4 46,440 1,009  2.17

Federal fu nds sold and securit ies

purchased u nder agreements  to r esell 13 ,376 641 4.79 6,415 299 4.6 6 8,308 84 1.0 1

Advances  to lender s 5. 365 135 2.52 4 .468 104 2.33  4.773 33 0.69  | T otal in terest - ear ning assets ] | $ 796. 767 | S 43.627  5.48% | S  880.391 | S  44.844 5.09%  S 974 .653 S 47.8 18 4.91%

Interes t -bear ing liabil ities :

Short - term debt $1 64,566 $7,724  4.69% $ 246,733 $6,53 5 2.65% $ 331,971 $4,38 0 1.32%

Long - term debt 60 4,555 29,139 4.82 611,827 2 6,777 4.38 62 5,225 25,338 4 .05

Federal fu nds pu rchased and securit ies sold under  agreements  torepur chase 320 12  3.75 1.552 27  1.74 3.037 1 9 0.63

Total in terest - bear ing liabil ities  $ 769.441 $ 3 6.875 4.79%  $860.112 $ 33.339 3.88%  $ 960.2 33 $

29.737 3.10%

Impact of  net non -interes t

bear ing fu nding $ 27.3 26 0.16%  $ 20.279 0.10 % $ 14.42 0 0.05% Net  interes t income/net . . . .

| i nteres t yield | $ 6.752 | | 0.8 5% | $ 11.50 5 1.31% $  18.081 1.86%  Kev Dri ver s 1 1 ^ Higher debt cos ts  due to f lattening of  the yield cur ve

 ̂ Decr ease in average por tfoli o si ze

Source: T able 4



                    

  
As of  Decemb er  31, Money spent to 2006 2005 2004 P urchase ( Dollars  in m illions)

°Ptl o ns  Begin ning net deri vative asset $ 4,372 $ 5,432 $ 3,98 8

— I— Eff ect of cash payments :

I -| >  Fair value at i ncept ion of cont racts  ent er ed into du ring th e p er iod ( 7) 846 2, 998

Money S Dent to -J> Fair value at d at e of  term ination of  contracts  sett led during  the period^ ( 106) 8 79 4,129

terminate P er iodic net cash contractual in terest  payments  1.066 1.632 6.526 deriv at ives T otal cash  payments  953 3.357 13. 653 Income s tatement im pact  of r ecogn ized am ounts :

 ̂ Periodi c n et  co ntractual int er est expense accr uals  on interes t r at e swaps  (HI ) (1,3 25) ( 4,981)

. C Net change in  fair v al ue during t he period ( 1.489) (3.092)  (7.228 ) Netaccrued Derivati ves f ai r value losses, net ( 1.600)  (4.417)  (12.20 9) int er est o n Endi ng net derivati ve asset $ 3.725 $ 4 .372 $ 5.432 i nteres t rate swaps Risk management der ivatives  fair v al ue g ai ns ( losses ) attr ibutable to:

Net  co ntractual int er est expense accr uals  on interes t r at e swaps  $ (111)  $ (1 ,325) $ ( 4,981)

Net  ch ang e i n fair val ue of ter minated deriv at ive contracts  fr om end of p rior  Reducti on year to date of  termi nation (1 76) ( 1,434) ( 4,096)  (j ue  to; Net change in f ai r value of  outs tanding deri vative contracts , includi ng derivativ e cont racts  ent er ed into du ring th e p er iod . ( ±£W) ^(̂ £&/ ( 3.132) · Upwar d tr end  in | Risk m anag em en t derivativ es  fair  value losses , net ^S (1.600T X^ (4.41 7)̂ 8 ( 12.209) and reduction in  I T  con tractual inter est Or iginal expense, Orig inal Weighted Remaining par tially of fset Pr em ium Average L ife Weight ed by lower im plied Payment s to Expir ation Aver age L ife in terest  rate (Dol lars  in Millions) V 0at  ty Outs tanding opt ions  as  of  Decemb er  31,2005 $ 11,658 6.5 years  4.3 y ear s P urchases  E xercises  (1 ,811) S upplemental T erminati ons ( 278) disclosur es  ^ . ,. ;  ‘ on options  book" 1  Expir ations  (800L  Outs tanding o ptions  as of  Decem ber 31,2006  $ 8,769 9.2y ear s 5.7y ear s < 1> Pr imaril y represents  cash paid ( received) upo n terminati on of der ivative contr act s. T he origi nal fair  value at termin at ion and related weigh ted aver age life in  year s at t er minatio n for  those cont racts  with ori ginal sched uled maturi ties d uring or  after  2006,2005, and 2 004 were $13.9 b illion and ,,  Source: T able 9, T ab le 19, Table 20  9.7 years ; $14.9 bi llion and 7.6 year s;  and  $15.3 bill ion 
and  6.6 years  respecti vely.



                    

  
For t he Y ear  Ended December 3 1,

2006 2005 Var iance Am ount Rate Amount Rate Amou nt Rat e ( in mi llions) ( inbps) (i n milli ons)  (inb ps)  (in m illions) ( inbps) Guar an ty fee income/aver age ef fective guarant y fee rate, excluding  buy -up impair ment $ 4,212 2 2.0 $ 3,974 22 .1 $ 238 ( 0.1) Buy -up impair ment (38)  (0.2 ) (49 ) (0.3 ) jj ( H Guaranty f ee income/average eff ecti ve ___ guaranty f ee rate $ 4,174 ^21 .8^ $ 3,925 ^21.8 ^ $ 249 ^7o.O) ^ Average outs tanding F an nie Mae MBS and other  guaranties  $1,915,45 7 $1,797,547 $117,910 F ann ie Mae MBS issues  481,704  510,138 ( 28,434) S ource: T able 6



                    

  
Cr edit L osses( 1VBook  of Bus iness  Si ngle- Family S er ious  Delinquency Rate<2 > r Bps  Percentage - ‘ Cr edit E nhanced 0  m  ^ Non- Cr edit E nhanced _ ^̂ ^W 2. 5 -f—  ̂ 1 • * Total n^XXy  ^T * Credit  Loss  Rati o * Exclu ding Im pact  0.0 0.00 F Y 2003 FY 20 04 FY 2005  FY 2006 YE  2001 YE  2002 YE  2003 YE  2004 YE  2005 YE  2006 ( 1) Credi t losses  include fo reclosed p ropert y expenses  plus  net charge- offs . (2 ) Greater  than 90 days  past d ue (2) Un der  SOP  03- 3, we ar e requir ed to recor d as  a charge- off t he excess o f the acquis ition p rice over f air value of  delinquent l oan s we pur chase fr om Fanni e Mae MBS  trus ts . ^ Higher  cr edit loss  ratio pr imari ly due to conti nued weak ness  in the Midwes t region  of the U.S . as well as  due to over all weaker home pr ice appreciation. S ource: T able 40 Sour ce:  Table 37



                    

  
For t he Y ear  Ended December 3 1, (Doll ar s i n milli ons)  2006 2005  2004 Salar ies and E mployee Benefits  $1,21 9 $ 959 $ 892  Prof ess ional S er vices 1, 393 792 435 Occupancy E xpenses  263 22 1 185 Other  Adminis trati ve Expenses 20 1 143 144 T otal Admi nist rative E xpenses  $ 3.076 $2.115 $ 1.656  Increased due to cos ts asso ci at ed  with our  ef for ts  to retur n to tim ely financial r eporti ng and an increase in our on going daily o perations  cost s. S ource: Consolidated S tatements o f Incom e



                    

  
For t he Y ear  Ended December 3 1, 2006 2005 2004 (Dol lars  in mill ions) Other - than-temporar y impairm ent on AFS  secur ities  $(853)  $(1,24 6) $( 389) L ower -of -cos t -or -market adjus tments  on HF S loans  (47)  (114)  (HO)  Gains (losses ) on  Fannie Mae p ortf olio secur itization s, net 15 2 259 (34 ) Gains  on sal e o f inves tment securiti es , net 106  225 185 Unr eal ized gai ns ( losses ) on t rading securiti es , net 8 ( 415) 2 4 Other inv es tment losses , net (49)  (43)  (38)  Inves tment lo sses, net $ (683)  $(1.334 ) $(3 62) So urce: Tabl e 8



                    

  
For t he Y ear  Ended December 3 1, 2006 2005 2004 (Dol lars  in mill ions) T ransactio n fees $  124 $ 136 $ 1 52 Technolo gy fees 216 223 214 Mult ifamily  fees 29 2 432 244 F oreign cur rency exchange gains  (losses ) ( 230) 6 25 (304)  Other 45 7 110 98 F ee and ot her income $ 85 9 $1,526 $ 40 4 >-  Fee an d other incom e decli ned in 2006 pr imari ly due to f oreign cur rency exchange losses  of $23 0 milli on in 2006 vs . gains  of  $625 mill ion in 200 5. >- Our fo reign curr ency exchan ge gains ( losses ) are of fset by corr espon ding net losses ( gains)  on fo reign curr ency swaps , which ar e r ecognized as a compo nen t of “Der ivatives  fair  value gains (losses ), net. ” Source: T able 7



  

  
For t he Y ear  Ended December 3 1, (Doll ar s i n milli ons)  2006 2005  2004 Statu tory cor porate tax r at e 35.0% 35 .0% 35.0%  T ax  exem pt interes t and div idends- recei ved deductions ... (6.0 ) (4.0 ) (5. 4) E quity inv es tments  in af for dab le housi ng proj ects  ( 25.0) ( 13.1) ( 14.5) Penalty — -  2.4 Other ( 0.1) ( 1.0) ( 0.3) E ff ect ive Tax Rate 3.9%  16.9% 17.2% Cur rent incom e t ax  exp en se $ 745 $  874 $ 2,651 D ef erred i nco me tax (benefi t) expense (579)  403 (1 ,627) P rovis ion f or f ed er al income taxes  $ 166 $1,27 7 $ 1,024 ^ Var iance i n our eff ective tax rate over  the past  three years  is  prim ar ily due to  the combined eff ect  of f luctuations  in our  pre -tax income, which aff ects t he r elative tax benefi t of tax -exemp t income and tax credi ts, and an increase in t he dollar amo unt of t ax  cr edits  related to ou r equity i nvestm en ts i n affor dable hous ing. So urce: Foot note 11



                    

  

   

(Dollar s in millions)  2006 2005 Balance as of  Janu ar y 1 $42,199  $40,094 Capital tr ansactio ns: Com mon divid end s, comm on sh ar e repurchases and i ssuances, net ( 1,030)  (943)  Pref erred di vidends  (511)  (486)  Cap ital transactions , net (1, 541) ( 1,429) Change in es tim at ed f air value of  net assets , excluding capital transacti ons.. . 2,243 3,534 I ncrease i n estim ated fair val ue of net assets , net 702 2 ,105 I Balance as of  Decem ber 31 $42 .901 $42.199 I  I E s timated Fair  value of net asset s, has  increased by $0.7 bi llion, $2.2  billion net  of capital tr ansactio ns Kev Dr ivers 11 ^ Payments  of $1 .7 billio n of div idends t o holders  of  co mmon and pr eferr ed  stock

 ̂  ̂ A decr ease in the es timated f air value of  our net guaranty assets  of appr oximately  $1.4 billi on

driven pr imaril y by the s lowdown in  home price appr eciati on that occurr ed in 2006 ^ A widening in OAS  on secur ities  held by us  resulted in a d ecr ease in f ai r value of our mor tgage assets . ^ A decline in agency debt OAS  relative to L IBOR resulted in  an increase in the fair v al ue of our  liabilit ies, th at  furt her decreased t he overall f ai r value of  our net assets . ^ More th an offsetting the decl ine in fair  value of n et  assets du e t o changes in spr eads  was  an  increase in  fair valu e d ue to a decrease in i mplied volati lity. T he esti mated fair  value of our  net assets  (non - GAAP) r epresent s th e es timated f air value of  total assets  less t he es timated f air value of  Sour ce:  Table 23 t otal liabili ties. We r econ ci le the esti mated fair val ue of our  net assets  (non- GAAP) to  total s tockholder s’  equ ity (GAAP ) in t he Appendix.



                    

  
APPE NDIX

 ̂ The fo llowing sets  fort h a reconciliation  of the es timated f ai r value of  our net asset s ( non -GAAP) to  total s tockholder s ’ equ ity (GAAP ). A mo re detailed reconcil iation is  contained in T able 21 of  the 2006 F orm 10 -K. (Dollar s in  millio ns)  As of  Decem ber 31. 200 6 2005 E sti mated Fair Val ue of Net Assets , net of  tax eff ect ( non -GAAP) $ 4 2,901 $ 42,19 9 Fair valu e adj ustm en ts ( 1.395^ ( 2.897) ®  Total S tockholders ’ Equit y (GAAP)  $41.506 $  39.302 ( 1) Represen ts f air value in cr ease of $1.6 billi on to total asset s of  $843.9 bi llion less  a f air value i ncr ease of  $0.2 bill ion to tot al  liabiliti es  of  $802.3 bil lion. ( 2) Represents f air value in cr ease of  $1.9 billi on to total assets of  $834.2 bi llion, pl us a f ai r value decrease of $1.0 bi llion to  total liabil ities  of $794. 7 billion .


