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Housing market: Ugly economics
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Financing: Mirror broken, shopping for a new one

—Resets
—Unaffordability

—Tighter
Underwriting
Standards

—Returns Fall

—Downgrades

—Investment Dries

Up

- Delinquencies‘ Defaults

=

\_

Pipeline
Clogged

hd

>  REO

/

Estimates Now Priced In

=

Liquidation

=

Excess
Supply of
Securities

=

Lower Prices
Attract New
Investors



PAFreddie _ _
@0 Mac Flight to quality: Money market mutual funds

We make home possible*™

$ Billions
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Capital Keeps Falling On My Head
By Sam Zell
(to the tune of "Raindrops Keep Falling On My Head")

Capital is raining on my head.

Everything is liquid, we’re awash with cash to spend —

The flood has drowned returns,

‘Cause assets keep liquefying, monetizing, raining...

So | just did me some Econ 101.

Seems like we’ve gotten out of Equilibrium;

Liquidity abounds,

But relative yields keep falling as more capital keeps raining
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$ Billions
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®  Duration

. First, cautious steps
¥ Volatility P

B Credit } Second, more cautious steps
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®  Surprising that the economy has not done worse
(Production, consumption, employment all so-so but not catastrophic)

» EXported production
» Demand overseas
» Many healthy households

®  Financial market recovery may not help the housing market much
» Higher long-term interest rates
» Less Fed focus on housing and liquidity, more on inflation
» Investment opportunities elsewhere
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Freddie Mac obligations

Freddie Mac’s securities are obligations of Freddie Mac only. The securities, including any interest or return of
discount on the securities, are not guaranteed by and are not debts or obligations of the United States or any
federal agency or instrumentality other than Freddie Mac.

No offer or solicitation of securities

This presentation includes information related to, or referenced in the offering documentation for, certain Freddie
Mac securities, including offering circulars and related supplements and agreements. Freddie Mac securities may
not be eligible for offer or sale in certain jurisdictions or to certain persons. This information is provided for your
general information only, is current only as of its specified date and does not constitute an offer to sell or a
solicitation of an offer to buy securities. The information does not constitute a sufficient basis for making a
decision with respect to the purchase or sale of any security. All information regarding or relating to Freddie Mac
securities is qualified in its entirety by the relevant offering circular and any related supplements. Investors should
review the relevant offering circular and any related supplements before making a decision with respect to the
purchase or sale of any security. In addition, before purchasing any security, please consult your legal and
financial advisors for information about and analysis of the security, its risks and its suitability as an investment in
your particular circumstances.

Forward-looking statements

Freddie Mac's presentations sometimes contain forward-looking statements pertaining to management's current
expectations as to Freddie Mac's future business plans, capital management, remediation initiatives, returns on
investments, results of operations and/or financial condition on a GAAP, Adjusted operating income or fair value
basis. Management's expectations for the company’s future necessarily involve a number of assumptions,
judgments and estimates, and various factors, including changes in market conditions, liquidity, mortgage-to-debt
OAS, and credit outlook, and the impacts of newly enacted legislation or regulations, could cause actual results
to differ materially from these expectations. These assumptions, judgments, estimates and factors are discussed
in the company’s Information Statement and Annual Report dated February 28, 2008, which is available on the
company’s Web site: www.FreddieMac.com/investors.

© 2008 by Freddie Mac. No part of this document may be duplicated, reproduced, distributed or displayed in public in any manner or by any means without the
written permission of Freddie Mac.



i

We make home possible™



