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1. What is a Government-Sponsored Enterprise (GSE)?  What does the sponsorship do for the owners of Fannie and Freddie and how does it do it?  By whom is their activity Supervised? 

2. Repeated allegations of accounting “shenanigans” at Fannie Mae and Freddie Mac from credible sources: what was the role of whistleblowers in surfacing evidence?

a. What public-policy issues arise in their alleged use of amortization expense and returns to derivatives deals to trigger performance bonuses in managerial contracts?  Would this be a form of fraud and evidence of a control breakdown?

i. What have Fannie and Freddie admitted?

ii. Contrast what each has done to manage the fallout of political risk?

b. How have Congress and the SEC involved themselves in this issue?

3. By what evidence have allegations of interest-rate speculation by Fannie been supported by critics?

a. How does Fannie defend itself against the charge that it is exploiting Too-Big-to-Fail subsidies?

b. Is management of the duration of net worth sufficient when assets held carry considerable prepayment risk?

c. Do Fannie’s TV advertising budget, embrace of affordable-housing goals, and grant-making activity make business sense or merely political sense?  Explain.

