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D. Regulatory Activity: Small multifamily rental properties in rural areas (12
C.F.R. § 1282.35 (c) (4)).

1. Objective #1: Identify market opportunities to purchase small multifamily loans in rural 
areas (Partner and Innovate, Do What We Do Best).

Meeting the Challenges

Providing liquidity for small loans in rural markets faces a number of challenges, including:

A lack of standardized loan guidelines and documentation among active lenders in rural areas.

Few comparable properties for underwriting purposes.

Challenging economics including population decline, unemployment, and communities that are small and 
geographically widespread. 

Little to no economies of scale for lenders in rural markets. 

To address these challenges, Fannie Mae will:

Develop and implement a proactive focus on the acquisition of mortgages on small multifamily rental
properties in rural areas rather than responding only to lender deliveries.

Strategically identify DUS lenders that have an interest in and focus on rural housing and actively work with these
lenders to generate business to increase liquidity to the market.

Purchase small multifamily loans that preserve Section 515 properties financed by the USDA.

Review Fannie Mae’s existing small multifamily loan and rural products with a focus on potential product 
enhancements necessary to increase liquidity for small multifamily loans in rural areas.

Purchase small multifamily loans on MHC located in rural areas and owned by non-profits, government entities, and
residents.

SMART Factors
Fannie Mae will undertake the following measurable Actions in the years indicated.

Year Actions

2018 Conduct outreach to six Fannie Mae DUS lenders that had previously indicated their interest in 
originating small multifamily loans in rural areas, to determine their level of interest. 

In addition to reaching out to DUS lenders interested in making small multifamily loans in rural areas, 
conduct outreach to at least two other financial entities to determine if they have the capacity and the 
resources to become a Fannie Mae lender (or aggregator) with a special focus on rural areas (e.g., 
lenders with a rural focus that are not currently Fannie Mae lenders, Federal Home Loan Banks, and/or 
similar financial organizations with a rural footprint, and national CDFI with a rural focus).

Conduct and document an internal review of Fannie Mae’s RD 538 program to determine if it could be 
used efficiently to purchase small multifamily loans in rural areas. 

In conjunction with the activities under the Affordable Housing Preservation Market section of this Plan, 
research potential USDA 515 refinance opportunities in rural areas. 
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Year Actions

Review and determine one to three changes to Fannie Mae’s Small Loan guidelines that would be 
appropriate to facilitate the provision of liquidity to the market through purchases of the subject loans, 
taking into consideration notions of safety and soundness. 

Position one existing Fannie Mae lender to start originating small multifamily rural loans in 2019 of the 
Plan.

In order to generate increased small multifamily rural loan purchases, educate the lenders that have 
expressed interest in small multifamily rural loans via Fannie Mae’s outreach on any changes that have 
been made to the small loan product guidelines.

Utilize results from actions taken during 2018 to confirm the 2019 loan purchase goal.

2019 Based on the work completed in 2018, purchase 60 loans on small multifamily properties in rural areas, 
representing a 58 percent increase over the Baseline.

o Baseline: The three year average of the number of small multifamily loans in rural areas purchased 
by Fannie Mae is 34 loans, with 38 loans purchased in the peak production year of 2015 (2014: 26; 
2015: 38; 2016: 37). The prior three year loan purchase results do not reflect any specific marketing 
approach to small multifamily rural loan purchases. Therefore, assuming Fannie Mae makes a 
focused effort on improving the loan product and increasing loan purchases, small multifamily loan 
purchases in rural areas would increase significantly. Using the 2015 peak production amount of 38
loans during the last three years as the Baseline then, the 2019 loan purchase goal will be set initially 
at 60 small multifamily rural loans.

Complete the on-boarding process for new lenders as needed. 

Confirm the 2020 small multifamily rural loan purchase goals.

2020 Based on the work completed in 2018 and 2019:

Increase the purchase of loans to 80 loans on small multifamily properties in rural areas, representing an 
approximate 110 percent increase over the Baseline.  

Develop a plan for small multifamily rural loan purchases for the 2021 – 2023 rural Duty to Serve Plan.

With an affirmative approach with specific interested lenders, Fannie Mae believes the market opportunity available in this 
market will accommodate significant increases in small multifamily loan purchases. Fannie Mae has significant experience 
working with our lenders and engaging in activities to increase lending in specific markets. Based on this experience and 
the available resources, Fannie Mae has determined that this Objective is realistic and may be achieved within the time 
periods described. All product enhancements, approval of new lenders, and loan purchases will be supported by thorough 
economic, risk, operational, and counterparty analyses, subject to Fannie Mae’s governance and approval processes, and 
only undertaken consistent with safety and soundness concerns.

Criteria 2018 2019 2020

Evaluation Factor: Loan Product Loan Purchase Loan Purchase

Income Levels: Very Low-, Low-, and Moderate-Income Levels for all Years



DISCLAIMER
Implementation of the activities and objectives in Fannie Mae’s and Freddie Mac’s Duty to 
Serve Underserved Markets Plans may be subject to change based on factors including 
FHFA review for compliance with the Charter Acts, specific FHFA approval requirements 
and safety and soundness standards, and market or economic conditions, as applicable.
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