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Financial Crisis Alert:
Alert:Agencies
Agencies Consider
Consider Reduction
Reduction of
ofFannie
FannieMae
Mae and
and Freddie
Freddie Mac
Mac Debt
Debt Risk
Risk
10/15/2008
Federal banking
banking regulators
regulators are
are seeking
seekingpublic
publiccomment
commenton
onthe
the proposed
proposedreduction
reductionof
of the
the risk
risk weight,
weight, which is used
to calculate risk-weighted total
used to
totalassets
assets for
for bank
bank capital
capital adequacy
adequacy
purposes,
from 20%
to 10%
10%on
onall
allcredit
credit exposures
exposuresto
toFannie
FannieMae
Maeand
andFreddie
FreddieMac.
Mac.Credit
Creditexposure
exposureincludes
includessenior
seniorand
andsubordinated
subordinateddebt
debtand
andcounterparty
counterpartycredit
credit risk
risk exposures
exposuresbut
but will
will
purposes, from
20% to
not include preferred
preferred or
or common
common stock. A reduction in the
the risk
risk weight
weight would
would aid
aid banks
banks in improving their
their capital
capitalratios
ratiossince
since aa lower
lower risk
risk investment
investment will
willallow
allowbanks
banksto
toreserve
reserveless
less
capital to
to cover
cover potential
potentiallosses.
losses. The
The regulators believe the
the reduction
reduction in
in risk
risk weight
weightisisappropriate
appropriategiven
giventhe
thefinancial
financialsupport
supportthe
theTreasury
TreasuryDepartment
Departmenthas
has agreed
agreed to
to provide
provide to
to Fannie
Fannie
Mae
and Freddie
Freddie Mac
Macthrough
throughsenior
seniorpreferred
preferred stock
stock purchase
purchaseagreements.
agreements.The
The10%
10%risk
riskweight
weightwill
willapply
applyso
solong
longaathe
theagreements
agreementsremain
remaininineffect.
effect.
Mae and

Mintz Levin
Levin will
will continue to
For the latest developments,
to monitor
monitorthe
thebanking
banking regulators’
regulators’actions
actionswith
withrespect
respecttotocapital
capitaladequacy
adequacyand
andother
otherbank
banksafety
safetyand
andsoundness
soundness requirements. For
visit Financial
Central at
at Mintz.com.
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For assistance
assistanceininthis
thisarea,
area, please
pleasecontact
contactone
oneofofthe
the attorneys
attorneys listed
listed below or any member
member of
of your Mintz Levin
Levin client service team.
Steve Ganis

(617) 348-1672
SGanis@mintz.com
Robert Mark Chamberlin
(617) 348-1840
MChamberlin@mintz.com
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