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of the Enterprise and the Enterprise’s 
risks, exposures, strategies, and activi-
ties. 

[85 FR 16530, Mar. 24, 2020] 

§ 1238.3 Annual stress test. 
(a) In general. Each Enterprise: 
(1) Shall complete an annual stress 

test of itself based on its data as of De-
cember 31 of the preceding calendar 
year; 

(2) The stress test shall be conducted 
in accordance with this section and the 
methodologies and practices described 
in § 1238.4 and in a supplemental guid-
ance or order. 

(b) Scenarios provided by FHFA. In 
conducting its annual stress tests 
under this section, each Enterprise 
must use scenarios provided by FHFA, 
which shall be generally consistent 
with and comparable to those estab-
lished by the FRB, that reflect a min-
imum of two sets of economic and fi-
nancial conditions, including a base-
line and severely adverse scenario. Not 
later than 30 days after the FRB pub-
lishes its scenarios, FHFA will issue to 
the Enterprises a description of the 
baseline and severely adverse scenarios 
that each Enterprise shall use to con-
duct its annual stress tests under this 
part. 

[85 FR 16530, Mar. 24, 2020] 

§ 1238.4 Methodologies and practices. 
(a) Potential impact. Except as noted 

in this subpart, in conducting a stress 
test under § 1238.3, each Enterprise 
shall calculate how each of the fol-
lowing is affected during each quarter 
of the stress test planning horizon, for 
each scenario: 

(1) Potential losses, pre-provision net 
revenues, and future pro forma capital 
positions over the planning horizon; 
and 

(2) Capital levels and capital ratios, 
including regulatory capital and net 
worth, and any other capital ratios 
specified by FHFA. 

(b) Planning horizon. Each Enterprise 
must use a planning horizon of at least 
nine quarters over which the impact of 
specified scenarios would be assessed. 

(c) Additional analytical techniques. If 
FHFA determines that the stress test 
methodologies and practices of an En-

terprise are deficient, FHFA may de-
termine that additional or alternative 
analytical techniques and exercises are 
appropriate for an Enterprise to use in 
identifying, measuring, and monitoring 
risks to the financial soundness of the 
Enterprise, and require an Enterprise 
to implement such techniques and ex-
ercises in order to fulfill the require-
ments of this part. In addition, FHFA 
will issue guidance annually to de-
scribe the baseline and severely ad-
verse scenarios, and methodologies to 
be used in conducting the annual stress 
test. 

(d) Controls and oversight of the stress 
testing processes. (1) The appropriate 
senior management of each Enterprise 
must ensure that the Enterprise estab-
lishes and maintains a system of con-
trols, oversight, and documentation, 
including policies and procedures, de-
signed to ensure that the stress testing 
processes used by the Enterprises are 
effective in meeting the requirements 
of this part. These policies and proce-
dures must, at a minimum, describe 
the Enterprise’s testing practices and 
methodologies, validation and use of 
stress test results, and processes for 
updating the Enterprise’s stress testing 
practices consistent with relevant su-
pervisory guidance; 

(2) The board of directors, or a des-
ignated committee thereof, shall re-
view and approve the policies and pro-
cedures established to comply with this 
part as frequently as economic condi-
tions or the condition of the Enterprise 
warrants, but at least annually; and 

(3) Senior management of the Enter-
prise and each member of the board of 
directors shall receive a summary of 
the stress test results. 

[85 FR 16530, Mar. 24, 2020] 

§ 1238.5 Required report to FHFA and 
FRB of stress test results and re-
lated information. 

(a) Report required for stress tests. On 
or before May 20 of each year, the En-
terprises must report the results of the 
stress tests required under § 1238.3 to 
FHFA, and to the FRB, in accordance 
with paragraph (b) of this section; 

(b) Content of the report for annual 
stress test. Each Enterprise must file a 
report in the manner and form estab-
lished by FHFA. 
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