Nnited Dtates Senate

WASHINGTON, DC 20510

July 24, 2025

The Honorable William J. Pulte
Director

Federal Housing Finance Agency
400 7th Street SW

Washington, D.C. 20219

Dear Director Pulte:

We write today to request information regarding your recent directive to Fannie Mae and Freddie
Mac (collectively, “the Enterprises”) to consider cryptocurrency assets in their underwriting
guidelines for single-family mortgage loan risk assessments.' Cryptocurrencies have historically
“display[ed] volatilities that are higher than those of most traditional assets,”” including those
that mortgage lenders currently consider in the underwriting process — “raising concerns among
consumer advocates that this lightly regulated and highly volatile investment asset is being tied
to something as vital to the economy as the housing market.”” Therefore, it is essential that
Congress and the public better understand the Federal Housing Finance Agency’s (FHFA)
decision-making process to fully assess the potential risks and benefits of your order and its
implications for the U.S. housing market and financial system.

Under current policy, neither the Enterprises, nor any other channel for federally-backed,
insured, or guaranteed mortgages, permit mortgage lenders to consider cryptocurrency when
determining whether they can afford a mortgage, unless that cryptocurrency has been converted
to U.S. dollars and is accompanied by appropriate documentation.* With regard to mortgage
lending, Fannie Mae found that the use of cryptocurrency for deposits, payments, or collateral
was among the “least appealing application[s]” of blockchain, citing crypto volatility as a key
potential barrier to lender adoption.’ Yet, your June 25th “Order Issuing Directive to Consider
Cryptocurrency as an Asset for Single-Family Loans Delivered to Fannie Mae and Freddie Mac”
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directs each Enterprise to “prepare a proposal for consideration of cryptocurrency as an asset for
reserves in their respective single-family mortgage loan risk assessments, without conversion of
said cryptocurrency to U.S. dollars.”® Expanding underwriting criteria to include the
consideration of unconverted cryptocurrency assets could pose risks to the stability of the
housing market and the financial system.

While the Enterprises currently allow for the consideration of some unconverted asset types,
such as vested stocks, crypto is “far from being as large and liquid as other financial markets that
professional investors would normally participate in,” which include assets currently permitted
by the Enterprises.” While the volatility of some cryptocurrency assets has improved in recent
periods relative to traditional assets,® such as the response of Bitcoin to the market shocks of
tariffs, this represents a “rare reversal of historical volatility trends|...]in which the digital asset
typically experiences larger price swings.” In 2024, by one investment firm’s measure, Bitcoin’s
volatility was “3.9 times and 4.6 times that of gold and global equities, respectively.”"® To the
extent that historical volatility and liquidity persists even as the market matures, a borrower
using crypto faces an increased risk that they may not be able to exit a crypto position and
convert to cash at a price that would allow them to buffer against risk of mortgage default.
Crypto is also subject to heightened risks of loss due to scams, cyber hacks, or physical theft,
which could leave homeowners vulnerable to losing their crypto assets with little hope of
recovery."

We also have concerns about how FHFA and the Enterprises will prevent potential conflicts of
interest among stakeholders with financial ties to the crypto industry—including but not limited
to President Trump and his family—that could unduly influence their proposals.” Your order
states that “each Enterprise must submit and receive approval from its Board of Directors” before
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implementing any changes in line with the new order.”* However, you are the current Chair of
each Board, and you have stacked the Boards with members who represent FHFA personnel and
your industry allies."* While the legality of your appointment as Chair of the Boards is still in
question, there also appears to be a serious conflict between your ability to order and approve the
Enterprises’ proposals as FHFA Director and to ultimately influence the development of such
proposals as Chair of the Enterprises’ boards."* The fact that your spouse holds up to $2 million
in crypto assets, according to your financial disclosures, raises additional concerns about your
potential conflicts.'

Given these concerns, it is crucial that FHFA provide clarity into your recent order for the
Enterprises’ to consider crypto in their underwriting guidelines. While you claim that you issued
this order following “significant studying,” the directive includes no information on the process
through which the Enterprises will develop their proposals, FHFA’s assessment of potential risks
and benefits, or how it will gather stakeholder feedback."

Clarity on this order is especially critical given FHFA’s previous failures to adequately oversee
crypto-related activity and the government-sponsored enterprises (GSEs), which include the
Enterprises and the Federal Home Loan Banks (FHLBs). In March 2023, the U.S. experienced
the second, third, and fourth-largest bank failures in its history in part due to run risks posed by
growing lines of cryptocurrency-based business.'® Several of the failed banks were FHLB
members with access to capital advances, resulting in the “FHLBank System provid[ing] record
levels of advances in the week following the March 2023 failures as members sought liquidity to
offset falling deposits.”” In August 2024, the FHFA Inspector General found that FHFA
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assumptions regarding FHLB member bank credit risk management practices “were insufficient
or inaccurate” and that there were weaknesses in the FHLB’s lending philosophies and credit
advances terms, among other areas.”” The Inspector General further concluded that “[t]he current
versions of [examination guidance for FHLBs] do not address key issues and lessons FHFA
learned” from its 2023 work nor do they ensure all topics are covered in examinations; therefore,
FHFA “cannot know if risks are being overlooked.”!

As you know, any change to Enterprise policies can have market-shifting effects, given that they
back over half of the nation’s single-family mortgage market.> To help us understand the effects
your directive may have on homebuyers, the housing industry, and our economy writ large, we
request answers to the following questions no later than August 7, 2025:

1.

Please share a list of meetings, including dates and attendees, that FHFA has held
regarding case studies, risks, or benefits of the potential use of non-converted
cryptocurrency in mortgage lending risk assessments, including copies of any
communications about such topic.

The order explains that “each Enterprise must submit and receive approval from its Board
of Directors prior to submitting to U.S. Federal Housing FHFA for review.”*

What process will each of the Enterprises’ Board of Directors use to submit their

How will each Board assess whether any individual members have conflicts of
interest related to cryptocurrency, including whether they hold any crypto-related

What timeline does each Board anticipate following in its review and approval

What experience, if any, does each Board have in assessing the cryptocurrency
industry, assets, and related policy? Please provide an overview of each individual
Board member’s experience analyzing and assessing the efficacy of
cryptocurrency, and developing cryptocurrency-related policy, including any
experience involving assessing cryptocurrency risks, market stability concerns,
and trends among investors.

Do the Enterprise Boards plan to consult with any additional federal regulators as
they respond to your directive? Please provide a list of the regulators the Boards
anticipate consulting.

Do the Enterprise Boards plan to consult with any nongovernmental stakeholders
in reviewing the proposal? Please provide a list of the nongovernmental

2.
a.
proposal?
b.
assets?
c.
process?
d.
e.
f.
2Ud.
2.
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stakeholders each Board anticipates consulting. What steps will each Board take
to ensure that any outside experts do not hold crypto-related assets or have any
other relevant conflicts of interest?

g. What process will the Enterprise Boards of Directors use to approve the proposal?

3. What process will FHFA use to review proposals submitted by the Enterprises?

a. Which FHFA officials will take part in reviewing the proposals submitted by the
Enterprises? What experience, if any, do these officials have in assessing the
cryptocurrency industry, assets, and related policy? Please provide an overview of
each relevant officials’ experience analyzing and assessing the efficacy of
cryptocurrency, and developing cryptocurrency-related policy, including any
experience involving assessing cryptocurrency risks, market stability concerns,
and trends among investors.

b. What timeline does FHFA anticipate following in its review and approval
process?

c. Does FHFA plan to consult with any additional federal regulators in reviewing the
proposals? Please provide a list of the regulators FHFA anticipates consulting.

d. Does FHFA plan to consult with any nongovernmental stakeholders in reviewing
the proposal? Please provide a list of the nongovernmental stakeholders FHFA
anticipates consulting.

e. What steps will FHFA take to ensure that the nongovernmental experts consulted
do not hold crypto-related financial or other conflicts of interest?

4. In your February 2025 ethics agreement, you stated, “In the event that an actual or
potential conflict of interest arises during my appointment, I will consult with an agency
ethics official and take the measures necessary to resolve the conflict, such as recusal
from the particular matter or divestiture of an asset.”* Have you consulted with an FHFA
ethics official and are there any steps you have taken or plan to take to recuse yourself or
divest any assets as it relates to your June 25th order on cryptocurrency?

5. What process will FHFA use to approve proposals submitted by the Enterprises? Will
FHFA make the Enterprises’ proposals formally available for public review and
comment?

6. FHFA states that it has “now determined that the consideration of additional borrower
assets in the Enterprises’ single-family mortgage loan risk assessments may enable the
Enterprises to assess the full spectrum of asset information available for reserves and to
facilitate sustainable homeownership to creditworthy borrowers.”*
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What analysis, if any, has FHFA conducted or reviewed to determine that the
“consideration of additional borrower assets” would benefit the Enterprises’
single-family mortgage loan risk assessments? Please provide copies of all
analyses FHFA conducted or reviewed to make this determination, along with
copies of any and all internal communications and records regarding these
analyses. If no analyses exist, why not? Upon what did FHFA base its
determination?

FHFA states that consideration of additional borrower assets “may” benefit the
Enterprises. Please elaborate on how this additional consideration “may”—or may
not—be beneficial.

Which “additional borrower assets,” specifically, did FHFA identify as being
potentially beneficial?

Which categories of borrowers did FHFA identify as being most likely to gain
improved access to mortgage credit because of holding unconverted
cryptocurrency assets?

Did FHFA analyze crypto-based asset performance and risks compared to the
performance and risks of asset types that are currently allowed for consideration
by the Enterprises? How does crypto compare to those asset classes, in terms of
volatility, risk of loss (e.g. from cyberhacks or bankruptcy of custodians), or other
risk characteristics?

7. FHFA directs the Enterprises to ‘“consider only cryptocurrency assets that can be
evidenced and stored on a U.S.-regulated centralized exchange subject to all applicable
laws.”

Based on the stated limitations, which cryptocurrency assets has FHFA
determined would qualify, if any?

Does this include memecoins?
Does this include stablecoins?

Does the term “U.S.-regulated centralized exchange” apply to World Liberty
Financial?”

How should the Enterprises consider cryptocurrency traded on U.S.-regulated
centralized exchanges, including both issuers and exchanges, with a significant
history of enforcement actions or legal violations, such as those involving money

*d.
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laundering, fraud, national security, or unfair, deceptive, or abusive acts or
practices?

8. FHFA directs the Enterprises to ‘“consider additional risk mitigants per their own
assessment, including adjustments for market volatility and ensuring sufficient risk-based
adjustments to the share of reserves comprised of cryptocurrency.”* To mitigate risks, the
Enterprises must first identify what the risks of this proposal are.

a. Did the FHFA conduct any risk analysis prior to issuing this directive? Does
FHFA believe that allowing borrowers to use crypto assets that have not been
converted to U.S. dollars poses risks to the U.S. housing finance market and if so,
what are they?

b. For each risk identified above, please identify specific risk mitigants that could
reduce or minimize the risk.

9. Has FHFA analyzed or met with other market participants, such as lenders, private
mortgage insurers, or mortgage-backed security investors, to understand how any
changes to the treatment of crypto-based assets would affect their third-party risk
assessment policies and further affect the availability and affordability of Enterprise-

backed mortgage credit?

Elizhbeth Warren

Ranking Member
Committee on Banking,
Housing, and Urban Affairs

Sincerely,
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United States Senator
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Chris Van Hollen
United States Senator
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United States Senator
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Bernard Sanders
United States Senator



