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Federal Programs That Guarantee Mortgages 

The federal government facilitates homeownership by providing guarantees against losses from defaults on mortgages made 
by private lenders—mainly through the Federal Housing Administration (FHA) and the Department of Veterans Affairs (VA). 
The Government National Mortgage Association in turn guarantees securities that are backed by those mortgages. 
Fannie Mae and Freddie Mac (government-sponsored enterprises that CBO treats as part of the federal budget) purchase 
mortgages from banks and other originators, pool the loans into mortgage-backed securities (which they guarantee against 
losses from default on underlying mortgages), and sell the securities to private-sector investors.  

The budgetary treatment of FHA’s and VA’s mortgage guarantees follows the provisions of the Federal Credit Reform Act of 
1990 (FCRA): The cost of federal credit activity for those programs in a budget year is the net present value of all expected 
future cash flows from guarantees and direct loans disbursed in that year. (Net present value is a single number that 
expresses a flow of current and future income or payments in terms of an equivalent lump sum received or paid at a specific 
time. The number depends on the discount rate, which under FCRA is the rate of interest used to translate past and future 
cash flows into current dollars.) For loan guarantees, cash inflows consist primarily of fees charged to insured borrowers, and 
cash outlays consist mostly of payments to lenders to cover the cost of loan defaults. The discounted loss (or gain) is the 
estimated budgetary cost or subsidy value of the loans guaranteed or issued during a budget year. 

The budgetary treatment of Fannie Mae’s and Freddie Mac’s mortgage guarantees follows fair-value accounting methods: 
The subsidy cost of providing credit either corresponds to or approximates the market price of that credit. Under fair-value 
accounting, when the net present value of future cash flows is calculated, a premium is added to the discount rate—the 
interest rate paid on Treasury instruments—to account for market risk. The purpose is to more fully incorporate the cost to the 
government (and, by extension, taxpayers) of the risks inherent in federal credit transactions. 
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2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031

BUDGET INFORMATION
Millions of dollars, by fiscal year

Value of Mortgage Originations 4,129,000 2,741,000 2,860,000 2,920,000 2,824,000 2,884,000 2,952,000 3,034,000 3,170,000 3,355,000 3,548,000

Fannie Mae and Freddie Mac
Value of Annual Loans 2,147,000 1,316,000 1,287,000 1,314,000 1,271,000 1,298,000 1,329,000 1,365,000 1,426,000 1,510,000 1,596,000
Annual Subsidy Costsa n.a. 5,500 6,600 8,100 8,100 8,000 7,900 7,700 7,600 8,000 8,500
Cash Receiptsb -4,900 n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Share of Originations (Percent) 52 48 45 45 45 45 45 45 45 45 45
Subsidy Rate (Percent) n.a. 0.42 0.51 0.62 0.64 0.62 0.59 0.57 0.53 0.53 0.53

Federal Housing Administration MMI Programc

Value of Annual Loans 350,000 280,000 306,000 327,000 330,000 351,000 360,000 370,000 386,000 409,000 432,000
Annual Subsidy Costs -11,760 -8,876 -8,048 -7,423 -6,600 -7,000 -7,200 -7,400 -7,700 -8,200 -8,600
Share of Originations (Percent) 8.5 10.2 10.7 11.2 11.7 12.2 12.2 12.2 12.2 12.2 12.2
Subsidy Rate (Percent) -3.4 -3.2 -2.6 -2.3 -2.0 -2.0 -2.0 -2.0 -2.0 -2.0 -2.0

Department of Veterans Affairs Home Loan Programd

Value of Annual Loans 478,414 268,048 226,503 216,417 223,406 211,268 218,118 205,044 212,418 220,497 229,142
Annual Subsidy Costs -2,420 2,781 2,786 2,953 3,037 2,736 2,706 2,423 2,397 2,446 3,435
Share of Originations (Percent) 11.6 9.8 7.9 7.4 7.9 7.3 7.4 6.8 6.7 6.6 6.5
Subsidy Rate (Percent) -0.51 1.04 1.23 1.36 1.36 1.29 1.24 1.18 1.13 1.11 1.50

Government National Mortgage Association 
Mortgage-Backed Securities Programe

Annual Subsidy Receipts -2,660 -2,190 -2,110 -2,140 -2,180 -2,210 -2,270 -2,250 -2,340 -2,450 -2,560

See next page for notes.

FCRA = Federal Credit Reform Act of 1990; FHA = Federal Housing Administration; GNMA = Government National Mortgage Association; MMI = Mutual Mortgage Insurance; 
VA = Department of Veterans Affairs; n.a. = not applicable.
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For 2022 through 2031, the baseline includes projected subsidy costs of new mortgage loans and guarantees made by Fannie Mae and Freddie Mac in each year, estimated on a fair-value basis. 
For more information about CBO's budgetary treatment of Fannie Mae and Freddie Mac, see Congressional Budget Office, CBO’s Budgetary Treatment of Fannie Mae and Freddie Mac  (January 
2010), www.cbo.gov/publication/41887.

For fiscal year 2021, the baseline includes an estimate of mandatory cash payments from Fannie Mae and Freddie Mac to the Treasury.
Excludes Home Equity Conversion Mortgages; MMI subsidy receipts are recorded in the budget as offsetting collections to discretionary appropriations. The subsidy rate for the MMI program is 
calculated using FCRA methods.
Includes guaranteed loans and direct loans made by VA on homes sold by the department; excludes loans acquired from other lenders and guarantees on securities of direct loans originated by 
VA. Costs associated with this program are recorded in the budget as mandatory spending. The subsidy rate for the VA program is calculated using FCRA methods.
GNMA securitizes more than 90 percent of FHA’s MMI loan guarantees and 98 percent of VA’s loan guarantees, resulting in additional offsetting collections. The subsidy rate for GNMA, which is 
calculated using FCRA methods, is estimated to be -0.31 percent in 2021 and -0.38 percent annually over the 2022-2031 period.
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