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a. Purchase data include both conventional and government-insured mortgages. 
b. Percent of new conventional mortgage originations with adjustable rates. 
c. Secondary-market purchases by Fannie Mae and Freddie Mac as a percent of total mortgage originations. 
SOURCES: Board of Governors of the Federal Reserve System; Office of Thrift Supervision; U.S. Department of Housing and Urban Development; 
and Bank Rate Monito( various issues. 

The rapicl rise in interest rates clc~ring 
1994 lecl to a marliecl clrop in mort- 
gage purchases I>y the t\v;o major 
players in the seconcl:~ry nl:u.lcet, the 
Fecleral National hforigage Associa- 
tion (Fannie i\iIae) ant1 the Federal 
Home Loan hlortgage Corporation 
(Freclclie blac). 7'hese purchases 
reached 3 low of $5.4 billion in Janu- 
ary 1995. Since tlien, they have re- 
hounclecl somewhat, \vitlioc~t coming 
anywliere near their coml>inecl $41. 5 

billion high of December 1993. 
These changes can be attributed 

to two factors. First, rising interest 
rates in 1994 lecl to an overall cle- 
cline in mortgage originations. At 
the salne time, these rising rates 
sliiftecl borrower preferences toward 
acijustable-rate mortgages. Since 
such mortgages tencl to be helcl in 
portfolio by loan originators (partic- 
ularly savings banks), the fraction of 
originations purchased by the sec- 

ondary market necessarily fell sub- 
stantially. 

Both of these factors reversecl 
themselves in 1995. leading to a re- 
11ouncl in seconcla~y-marliet activity. 
Despite these f luct~~ations in pur- 
chases, the total mortgage holclings 
of Fannie Mae and Freddie Mac 
have continued their steaciy growth, 
increasing 25.0% (to $372.8 billion) 
between Februaly 1995 and Febru- 
ary 1996. 
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