
Senate Introduces Proposal to Reform Fannie and Freddie 

Source: Jon Priot and Kevin Cirilli, “Senate Banking leaders reach housing finance deal,” Politico, March 11, 2014;  Nick Timiraos, “Plan for Mortgage Giants Takes Shape,” 
Wall Street Journal, March 11, 2014. 

Analysis 
•  In March 2014, Senate Banking Committee Chairman Tim Johnson (D-SD) and Mike Crapo (R-ID) released a bipartisan plan to wind down mortgage giants Fannie 

Mae and Freddie Mac and replace the entities with a Federal Mortgage Insurance Company (FMIC) 
•  The plan attempts to limit the government’s role in the mortgage marketplace—a Republican priority—and protect access to affordable housing, a top concern of 

Democrats 
•  While it is unlikely the bill will be voted upon on the floor this year, the proposal serves as a catalyst to begin seriously considering repairing the housing market 
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Proposal: Guarantees 
certain mortgages after 

private capital covers the 
first 10% of losses on new 

loans 

Proposal: Establishes requirements for loans that 
qualify for government backing that mirror the 

Consumer Financial Protection Bureau’s “qualified 
mortgage” standards but include a 5% down 
payment (3.5% for first-time homebuyers) 

Proposal: Establishes platform 
owned jointly by lending 

members to package and sell 
standard mortgage bonds insured 

by FMIC and private securities 

Proposal: Creates separate 
“cash window,” owned jointly 
by small banks, to fund new 
home loans to give smaller 
lenders access to financing 
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