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providing mortgage finance to American households—which for decades was the strongest weapon in the battle against risky real-estate lending—has been diminishing and is now close to zero, economists say. The remarkable decline in the share of the market financing U.S.
homes and paying interest to the government signals a bigger problem for the economy than officials are prepared to admit, a top banker says. "That's a concern for anybody that wants to grow the economy," says Steven Hale, the banking industry's chief economist. ‘New York-
centric logic’ Growth in the share of the housing finance market that's now dominated by privately held Fannie Mae and Freddie Mac has slowed to the point that it's likely to fall to 0.4% or less in 2018—perversely leaving a gaping void in the market. The two mortgage-finance

giants now provide more than half of the mortgage credit that banks use to finance home loans—faster than any other source of funding. That share is forecast to fall to about 80% by 2028, as the highly regulated U.S. giants are set to begin selling debt to the public on Dec. 31.
The share of the market provided by Fannie and Freddie is now close to 20%. "We've seen that much of the stability to our real-estate market has been tied to the pass-through to the secondary [mortgage] market," says David Fiderer, chief economist at the Mortgage Bankers
Association. "It's important to recognize that you've got a new balance in the mortgage market." But in recent years, the government has bought back tens of billions of dollars of its Fannie and Freddie bonds as the share of the market provided by the two giants has dropped
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