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Federal Home Loan Banks mean the 
Federal Home Loan Banks established 
under section 12 of the Federal Home 
Loan Bank Act (12 U.S.C. 1432). Each 
Bank is a regulated entity. 

Federal Housing Finance Agency or 
FHFA means the agency established by 
12 U.S.C. 4511. 

Planning horizon means the period of 
time over which the stress projections 
must extend. The planning horizon 
cannot be less than nine quarters. 

Regulated entities means, collectively, 
Fannie Mae, Freddie Mac, and the 
twelve Federal Home Loan Banks. 

Scenarios are sets of economic and fi-
nancial conditions used in the regu-
lated entities’ stress tests, including 
baseline, adverse, and severely adverse. 

Stress test is a process to assess the 
potential impact on a regulated entity 
of economic and financial conditions 
(‘‘scenarios’’) on the consolidated earn-
ings, losses, and capital of the regu-
lated entity over a set planning hori-
zon, taking into account the current 
condition of the regulated entity and 
the regulated entity’s risks, exposures, 
strategies, and activities. 

§ 1238.3 Annual stress test. 

(a) In general. Each regulated entity: 
(1) Shall complete an annual stress 

test of itself based on its data as of 
September 30 of that calendar year; 

(2) The stress test shall be conducted 
in accordance with this section and the 
methodologies and practices described 
in § 1238.4 and in any supplemental 
guidance or Order. 

(b) Scenarios provided by FHFA. In 
conducting its annual stress tests 
under this section, each regulated enti-
ty must use scenarios provided by 
FHFA, which shall be generally con-
sistent and comparable to those estab-
lished by the FRB, that reflect a min-
imum of three sets of economic and fi-
nancial conditions, including a base-
line, adverse, and severely adverse sce-
nario. Not later than 15 days after the 
FRB publishes its scenarios, FHFA will 
issue to all regulated entities a de-
scription of the baseline, adverse, and 
severely adverse scenarios that each 
regulated entity shall use to conduct 
its annual stress tests under this part. 

§ 1238.4 Methodologies and practices. 
(a) Potential impact. Except as noted 

in this subpart, in conducting a stress 
test under § 1238.3, each regulated enti-
ty shall calculate how each of the fol-
lowing is affected during each quarter 
of the stress test planning horizon, for 
each scenario: 

(1) Potential losses, pre-provision net 
revenues, allowance for loan losses, and 
future pro forma capital positions over 
the planning horizon; and 

(2) Capital levels and capital ratios, 
including regulatory capital and net 
worth, each Bank’s leverage and per-
manent capital ratios, and any other 
capital ratios, specified by FHFA. 

(b) Planning horizon. Each regulated 
entity must use a planning horizon of 
at least nine quarters over which the 
impact of specified scenarios would be 
assessed. 

(c) Additional analytical techniques. If 
FHFA determines that the stress test 
methodologies and practices of a regu-
lated entity are deficient, FHFA may 
determine that additional or alter-
native analytical techniques and exer-
cises are appropriate for a regulated 
entity to use in identifying, measuring, 
and monitoring risks to the financial 
soundness of the regulated entity, and 
require a regulated entity to imple-
ment such techniques and exercises in 
order to fulfill the requirements of this 
part. In addition, FHFA will issue guid-
ance annually to describe the baseline, 
adverse, and severely adverse sce-
narios, and methodologies to be used in 
conducting the annual stress test. 

(d) Controls and oversight of stress test-
ing processes. (1) The appropriate senior 
management of each regulated entity 
must ensure that the regulated entity 
establishes and maintains a system of 
controls, oversight, and documenta-
tion, including policies and procedures, 
designed to ensure that the stress test-
ing processes used by the regulated en-
tity are effective in meeting the re-
quirements of this part. These policies 
and procedures must, at a minimum, 
describe the regulated entity’s testing 
practices and methodologies, valida-
tion and use of stress test results, and 
processes for updating the regulated 
entity’s stress testing practices con-
sistent with relevant supervisory guid-
ance; 
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(2) The board of directors, or a des-
ignated committee thereof, shall re-
view and approve the policies and pro-
cedures established to comply with this 
part as frequently as economic condi-
tions or the condition of the regulated 
entity warrants, but at least annually; 
and 

(3) Senior management of the regu-
lated entity and each member of the 
board of directors shall receive a sum-
mary of the stress test results. 

§ 1238.5 Required report to FHFA and 
the FRB of stress test results and 
related information. 

(a) Report required for stress tests. On 
or before February 5 of each year, the 
Enterprises must report the results of 
the stress tests required under § 1238.3 
to FHFA, and to the FRB, in accord-
ance with paragraph (b) of this section; 
and on or before April 30 of each year, 
the Banks must report the results of 
the stress tests required under § 1238.3 
to FHFA, and to the FRB, in accord-
ance with paragraph (b) of this section; 

(b) Content of report for annual stress 
test. Each regulated entity must file a 
report in the manner and form estab-
lished by FHFA. 

(c) Confidential treatment of informa-
tion submitted. Reports submitted to 
FHFA under this part are FHFA prop-
erty and records (as defined in 12 CFR 
part 1202 of this chapter). The reports 
are and include non-public information 
contained in or related to examination, 
operating, or condition reports pre-
pared by, on behalf of, or for the use of, 
FHFA in connection with the perform-
ance of the agency’s responsibilities 
regulating or supervising its regulated 
entities. Disclosure of any reports sub-
mitted to FHFA or the information 
contained in any such report is prohib-
ited unless authorized by this part, 
legal obligation, or otherwise by the 
Director of FHFA. 

§ 1238.6 Post-assessment actions by 
regulated entities. 

Each regulated entity shall take the 
results of the stress test conducted 
under § 1238.3 into account in making 
changes, as appropriate, to the regu-
lated entity’s capital structure (includ-
ing the level and composition of cap-
ital); its exposures, concentrations, and 

risk positions; any plans for recovery 
and resolution; and to improve overall 
risk management. If a regulated entity 
is under FHFA conservatorship, any 
post-assessment actions shall require 
prior FHFA approval. 

§ 1238.7 Publication of results by regu-
lated entities. 

(a) Public disclosure of results required 
for stress tests of regulated entities. The 
Enterprises must disclose publicly a 
summary of the stress test results for 
the severely adverse scenario not ear-
lier than April 15 and not later than 
April 30 of each year. Each Bank must 
disclose publicly a summary of the 
stress test results for the severely ad-
verse scenario not earlier than July 15 
and not later than July 30 of each year. 
The summary may be published on the 
regulated entity’s Web site or in any 
other form that is reasonably acces-
sible to the public; 

(b) Information to be disclosed in the 
summary. The information disclosed by 
each regulated entity shall, at a min-
imum, include— 

(1) A description of the types of risks 
being included in the stress test; 

(2) A high-level description of the 
scenario provided by FHFA, including 
key variables (such as GDP, unemploy-
ment rate, housing prices, foreclosure 
rate, etc.); 

(3) A general description of the meth-
odologies employed to estimate losses, 
pre-provision net revenue, allowance 
for loan losses, and changes in capital 
positions over the planning horizon; 

(4) A general description of the use of 
the required stress test as one element 
in a regulated entity’s overall capital 
planning and capital adequacy assess-
ment. If a regulated entity is under 
FHFA conservatorship, this description 
shall be coordinated with FHFA; 

(5) Aggregate losses, pre-provision 
net revenue, allowance for loan losses, 
net income, net worth, and each Bank’s 
leverage and permanent capital ratios, 
pro forma capital levels and capital ra-
tios (including regulatory and any 
other capital ratios specified by FHFA) 
over the planning horizon, under the 
scenario; and 

(6) Such other data fields, in such 
form (e.g., aggregated), as the Director 
may require. 
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