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Fannie and Freddie didn't get a bailout; it was a stick-up | TheHill

This, in turn, required Fannie and Freddie to offset what were
effectively "cookie jar" accounting entries by issuing the Treasury $187
billion of preferred stock in order to maintain a positive book net worth.

Flash forward to the summer of 2012, by which time the housing market
had turned around. Under the same GAAP accounting rules, the write-
downs had to be written back up.

The Obama administration, fearful that the companies’ (unexpected)
return to profitability would end up resulting in their release from
conservatorship, decided to change the previous administration’s terms
retroactively.

The original deal entitled the government to a 10-percent dividend on its
preferred shares. But in August of that year, just days after Fannie and
Freddie reported their largest profits ever, Treasury put into place a new
dividend scheme equal to 100 percent of their net worths (minus a de
minimis reserve) payable in perpetuity, no less.

The “net worth sweep” was, in reality, a "concrete life preserver." Indeed,
no less than Parrott himself, then working in the Obama White House '-*
sho mor s mfab o bon it e 8 e " ‘'which the government
proaucea onty wnen rorcea py court order).

Writing to a “fellow traveler,” he disclosed that the government'’s real
intent was to ensure that the GSEs would not be allowed to “repay their
debt and escape.”

When the 2018 books are closed at the end of this month, it is estimated
that Fannie and Freddie will have repaid the government $100 billion more
than the $187 billion they received during the financial crisis. Under the
current arrangement, however, not a penny of that money counts toward
reducing principle.

Like the restaurant owner who accepted cash from the mob, they will be
in hock to Uncle Sam for the rest of their corporate lives.

DeMarco and his friends continue to peddle a false narrative. Forcing
Fannie and Freddie into conservatorship wasn’t a bailout. It was a stick-up.

Gary Hindes is chairman of The Delaware Bay Company, LLC and a Fannie
Mae and Freddie Mac shareholder.
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