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1: Foreclosure Crisis
a local look at the national foreclosure crisis: cleveland families, neighbor-hoods, economy under siege from the
subprime mortgage fallout hearing.

Yet nearly seven years since the Great Recession ended, the question remains: How well have these
anti-foreclosure programs worked? It depends on whom you ask and where they live. Today, foreclosures are
down nationally, and the number of mortgages that are current on their payments is on an upward swing at
For context, back in , Click here to view related media. While the Justice Department pursued large payouts
from the Wall Street banks instead of criminal prosecutions, the Treasury Department created a
multibillion-dollar suite of programs, which induced the very same banks to service the mortgage
modifications with billions of dollars of taxpayer-funded incentive payments. In , Christy Goldsmith Romero,
special inspector general for TARP, warned that homeowners were defaulting on their modified loans at an
"alarming rate. For borrowers who first sought mortgage relief under HAMP when the program was launched
in , the redefault rate is nearly 53 percent. Overall, more than a third of people who have participated in the
program over its lifetime have redefaulted. From through , 2. Of the remaining 1. In most states, 35 percent of
homeowners could not keep the terms of their modification, setting themselves up for another default or
foreclosure. In some states the default rates are running even higher: According to thousands of calls received
on the SIGTARP hotline , problems with the banks and mortgage-servicing companies that handle the
mortgage modifications are contributing factors to the default rate. Complaints about lost paperwork and
clerical errors are common. He said in many American cities, especially in minority neighborhoods, the
number of foreclosures and abandoned homes have severely depressed real estate values since the collapse.
All told, more than 10 million Americans live in one of so-called "hot spot" ZIP codes, where between 43
percent and 76 percent of homeowners are trapped in underwater mortgages and heading for foreclosure. For
community activists hoping for a sustainable long-term housing turnaround, the key challenge has been to
break this cycle of depreciating real estate values, often exacerbated with higher property taxes as
municipalities scramble to make up for a shrinking tax base. Rokakis has pioneered the creation of urban land
banks to help hard-hit communities demolish derelict structures and refurbish what can be saved. In some
Cleveland neighborhoods, one in five homes are abandoned compared to one in 10 across the whole city.
According to the U. Department of Housing and Urban Development, there are 2. Late last year, Rokakis and
his colleagues made a persuasive case in Washington documenting that in neighborhoods where derelict
structures were removed, the rate of foreclosure declined. The argument is based on a detailed study that the
Western Reserve Land Conservancy had commissioned.
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A local look at the national foreclosure crisis: Cleveland families, neighborhoods, economy under siege from the
subprime mortgage fallout: hearing before the Joint Economic Committee, Congress of the United States; One Hundred
Tenth Congress, first session; July 25,

And one of the guys who encouraged this way of doing business, and who profited from it, is being nominated
for president just a few miles away. Its streets of simple, modest homes rose quick and dense, as tens of
thousands of immigrants settled close to factory jobs and began to erect churches, schools and small
businesses. This is the neighborhood that Brancatelli, who is 59, grew up in, the grandson of Polish and Italian
immigrants and son of an auto mechanic and a waitress turned store clerk. But by the time Brancatelli
graduated from Cleveland State University in , his neighborhood had fallen into hard times. By when the
mortgage crisis reared its ugly head, 1 in 11 houses were boarded up and the population was down to 30, In
the nine years since, the neighborhood has lost another 8, people. Walter Eddy, a school janitor, remembers
coming home one day about five years ago and smelling natural gas fumes out in his yard. The stench was
coming from a house a few doors down that had been abandoned after a foreclosure. The gas had never been
turned off, and when the scrappers had moved in to take the copper pipes and aluminum siding and anything
of value, they had cut and taken the gas pipes too. In a study published this year by the Economic Innovation
Group, a D. In their book, Engel and co-author Patricia A. Murphy, who lived at the time in a million-dollar
house in Naples, Florida, bought his first Cleveland property in Over the next five years, he would buy and
sell a total of houses in the city, including 20 in Slavic Village. Some of the purchases were made with fake
names. Murphy owned a yacht and drove a Porsche, yet nearly half of his Cleveland houses fell into
foreclosure. With help from the FBI, a county prosecutor tracked Murphy down, and he was convicted in of
real estate fraud. But the Murphy case was a rarity. Because of the complexity of property transactions, local
law enforcement and city code inspectors often had trouble finding who owned the property when housing
code violations and tax delinquency had to be dealt with. Basically, how not to get caught. He too remembers
the years before the foreclosure crisis as a period of hope for Slavic Village. The numbers tell an even more
extreme story in Slavic Village. Meanwhile, home values on a national level are now 13 percent higher than
they were in Frank Ford, a senior policy adviser for the conservancy and the author of the study, went to
hotels for seminars promoting foreclosure-related get-rich-quick schemes and tried to warn away attendees.
He remembers telling attendees that the small print on these houses might impede any fast money dreams.
And the government agencies in Cleveland and the community groups who lived in those neighborhoods had
to clean up the mess. And as we can see from the numbers, the foreclosure crisis is not over in many
Cleveland neighborhoods. Cleveland City Councilman Anthony Brancatelli has been aggressively working to
get abandoned homes torn down In Slavic Village, but funding issues have created a long waiting list. Given
all this, it comes as little surprise that the city of Cleveland has been on the front lines of fighting subprime
lenders. In , the solidly Democratic city sued 21 banks and mortgage companies for their damaging lending
practices. It is a cycle that is not ending. Indeed, one Trump University instructor, Steve Goff, shared the
strategy he was teaching his students with the Los Angeles Times in and the sensibility is not far off from that
of Murphy who was eventually indicted for real estate fraud. You can control it with contracts. Through 19
years as a Cleveland councilman, 14 years as the county treasurer and now as vice president of the Western
Reserve Land Conservancy, Rokakis has worked with others across the public and private sector to revitalize
neighborhoods, clearing blight, conserving green space and attracting investment. In May, Trump named
Steven Mnuchin as his campaign finance chairman. At Dune, the former hedge fund manager and his investors
bought out IndyMac, a failed subprime loan bank that collapsed in Though the federal government was left
holding the bag on the bad loans as part of the sales deal, Mnuchin made a tidy profit from selling the bank
last year. The population of Slavic Village peaked in with 70, people, and 22, live there now. Trump has
shared few substantive details of how he would lead the country. There is, however, little doubt that his stated
plans to deport millions of undocumented immigrants, engage in trade wars and lower taxes could have dire
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consequences on Cleveland and other cities that rely heavily on the economic impact of immigrants,
globalized trade and social safety net programs funded by tax revenue. Trump has also suggested that
deregulation of the mortgage and real estate industry would be on his agenda. To be sure, that is not an idea
that Rokakis and others champion. Among Republicans, John Kasich, who is the governor of Ohio, won by a
wide margin, but Trump was second with nearly 46, votes in Cuyahoga County. Zooming out to a state level
analysis, Trump is now doing better, with Clinton only leading the presumptive Republican nominee by a
small margin. Voters in the perennial swing state have said they think Trump would be more effective in
creating jobs, though they believe Clinton is more intelligent and has higher moral standards. Nine years later,
the neighborhood has regained some of the vibrancy that many feared would be lost forever.
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As Foreclosure Crisis Drags On, So Does Flawed Government Response A look at the government's response as the
foreclosure crisis enters its seventh year.

Robo-signing controversy[ edit ] "Robo-signing" is a term used by consumer advocates to describe the robotic
process of the mass production of false and forged execution of mortgage assignments , satisfactions ,
affidavits , and other legal documents related to mortgage foreclosures and legal matters being created by
persons without knowledge of the facts being attested to. The practice was apparently common in the
mortgage industry. In the weeks following the robo-signing revelation, other large banks came under fire for
employing robo-signers as well, including JPMorgan Chase and Bank of America. They have people either on
the inside or through outsourcers that we call Robo-signers. They just sign everything in sight, but the legal
system requires that they actually know the information. The AP defined robo-signing as a "variety of
practices. It can mean a qualified executive in the mortgage industry signs a mortgage affidavit document
without verifying the information. It can mean failing to comply with notary procedures. In all of these cases,
robo-signing involves people signing documents and swearing to their accuracy without verifying any of the
information. State courts remain sharply divided on the propriety of this practice. MERS has however won
court cases in other states such as Michigan , [22] affirming its right to initiate foreclosures in those states.
President Barack Obama , fearing "unintended consequences on consumer protections" [24] utilized his veto
powers, at first using a pocket veto by simply not signing the bill, and later by issuing a more formal
protective-return veto. Robert Aderholt R-AL to help court stenographers in his district alleviate issues with
getting courts in other states to accept depositions notarized in Alabama, [27] came under criticism in October
from homeowner advocates[ who? Senate Judiciary Committee as S. House of Representatives as H. It passed
by voice vote in the House on April 27, The bill was co-sponsored by Rep. The bill was voted on in the U.
Robert Casey D-PA , who was ushering through many pieces of last-minute legislation on behalf of the
Democratic leadership on the final day before the Senate adjourned for recess, moved the bill from the
Judiciary committee for a vote. President Obama vetoed the bill on Oct. Enforcement of legal notarizations is
a state responsibility and I fully support each state attorney general vigorously prosecuting all notarization
fraud. This settlement amount makes the NMS the second largest civil settlement in U. Oklahoma under
then-Attorney General Scott Pruitt held out and agreed to settle with the banks separately. SunTrust was also
required to create a 40 million dollar fund for the approximately 45, SunTrust borrowers who were foreclosed
upon between January 1, and December 31, In addition, SunTrust was required to adhere to significant new
homeowner protections. The consent order required that SunTrust follow the servicing standards set up by the
National Mortgage Settlement NMS with the five largest banks.
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A local look at the national foreclosure crisis: Cleveland families, neighborhoods, economy under siege from the
subprime mortgage fallout: hearing before the Joint Economic Committee, Congress of the United States, One Hundred
Tenth Congress, first session, July 25,

Please help improve it by rewriting it in a balanced fashion that contextualizes different points of view. August
Learn how and when to remove this template message This took the loans off the books of mortgage lenders,
freeing up capital so that they could make more loans. Fannie Mae spins off Ginnie Mae as a separate entity.
Ginnie will continue to have an explicit, written government guarantee for all its mortgage loans. There is no
written law or contract stating the government will do this; it is simply assumed by the industry, government
officials, and investors. This implicit, unstated guarantee is what allows the debt of Fannie and Freddie to be
moved off of the balance sheet of the government. This makes the national debt falsely appear to be lower
than it really is, and artificially makes the budget look more balanced. This arrangement will not be tested
until see below [5] [6] Freddie issues its first Mortgage Participation Certificate security. This is the first
mortgage-backed security made of ordinary mortgages. Private companies begin mortgage asset securitization
with the creation of private mortgage pools in the s. Equal Credit Opportunity Act imposes heavy sanctions for
financial institutions found guilty of discrimination on the basis of race, color, religion, national origin, sex,
marital status, or age [10] The Act encourages commercial banks and savings associations to meet the needs
of borrowers in all segments of their communities, including low- and moderate-income neighborhoods. It
fails in the marketplace. The Depository Institutions Deregulation and Monetary Control Act DIDMCA of
grants all thrifts, including savings and loan associations, the power to make consumer and commercial loans
and to issue transaction accounts. The law also exempts federally chartered savings banks, installment plan
sellers and chartered loan companies from state usury unlimited high interest rates limits. Each of the 12
Federal Reserve banks establishes a Community Affairs Office to offer public and private guidance in
accordance with the Community Reinvestment Act. Salomon Brothers transitions from a private partnership to
a public corporation, the first of the Wall St. This shifts the risk of financial loss from the partners to
shareholders, arguably increasing the appetite for risk. David Maxwell becomes CEO of Fannie; he greatly
increases the use of mortgage securities, forming an uneasy alliance with Ranieri and Fink [5] Alternative
Mortgage Transaction Parity Act of AMTPA preempts state laws allows lenders to originate mortgages with
features such as adjustable-rate mortgages , balloon payments , and negative amortization and "allows lenders
to make loans with terms that may obscure the total cost of a loan". It is made from Freddie Mac mortgages.
Tax Reform Act of TRA ended prohibited taxpayers from deducting interest on consumer loans, such as credit
cards and auto loans, while allowing them to deduct interest paid on mortgage loans, providing an incentive
for homeowners to take out home equity loans to pay off consumer debt. Lobbying and threats fly back and
forth. The effects of Tax Reform Act of , the elimination of Regulation Q which had capped interest rates
banks were allowed to pay, imprudent lending during the late s inflationary period , as well as other causes,
[27] led to asset-liability mismatch for many Savings and Loans. The number declined from 3, to 1, Several
groups lose big money on tranched mortgage securities, including Merrill Lynch. Long Beach Mortgage
begins to move towards the subprime securitization market. Its employees will later go on to lead many other
subprime companies. In order to do this, it decides to use the tools of securitization and structured finance ,
such as overcollateralization , bond insurance , and subordination. This results in transforming the bad debt
into various new products that had high enough ratings to attract investors. The first subprime bubble. Famco
and several other subprime lenders go bankrupt. Morgan invents value at risk and credit default swaps ; later
misused tragically by other companies. Tactics include a massive lobbying effort, neutering the OFHEO,
creating a "partnership office" network to court the politically powerful with pork , giving high level
employment to the well connected, giving out campaign contributions , creating a charity foundation, and
threatening critics like FM Watch with retaliation. A Guide to Equal Opportunity Lending", which
recommended a series of measures to better serve low-income and minority households, including loosening

Page 5

LOCAL LOOK AT THE NATIONAL FORECLOSURE CRISIS pdf
income thresholds for receiving a mortgage, influencing government policy and housing activist demands on
banks thereafter. New Community Reinvestment Act CRA regulations break down home-loan data by
neighborhood, income, and race, enabling community groups to complain to banks and regulators about CRA
compliance. Dot-com bubble and collapse c. This proves to be a huge strategic mistake because it now
provides a universal basis for establishing investment quality that fuels the growth of the Subprime market.
Enterprising Subprime lenders now have a universal but flawed standard for creating Alternative A Alt A
loans loans with high risk characteristics e. Mortgage denial rate of 29 percent for conventional home purchase
loans. All carried a Freddie Mac guarantee as to timely interest and principal. Brooksley Born at the
Commodity Futures Trading Commission wants to investigate over the Counter derivatives like credit default
swaps ; their lack of transparency, lack of regulation, and possible systemic risk. She resigns soon after. Credit
default swaps boom along with the products they insure; mortgage securities and CDO tranches. Fannie Mae
eases the credit requirements to encourage banks to extend home mortgages to individuals whose credit is not
good enough to qualify for conventional loans. It repeals the Glass-Steagall Act of It deregulates banking,
insurance, securities, and the financial services industry, allowing financial institutions to grow very large. It
also limits Community Reinvestment Coverage of smaller banks and makes community groups report certain
financial relationships with banks. Early s recession spurs government action to rev up economy. US Federal
Reserve lowers Federal funds rate 11 times, from 6. Ex-Wall Streeter John Posner writes A Home Without
Equity is just a Rental with Debt, criticizing the massive growth in home equity loans and refinancing for
consumer purchases, amongst other things. Charles Kindleberger of Manias, Panics, and Crashes finds it
insightful; it is largely ignored. Superior Bank of Chicago , having relied on securitization of high-risk
subprime mortgages, collapses after the Pritzker family reneges on a recapitalization plan negotiated with the
Office of Thrift Supervision. Mortgage denial rate of 14 percent for conventional home purchase loans, half of
Among other things, he had wanted to take action on executive compensation and corporate governance.
Bush unveils his " Blueprint for the American Dream ". Their warnings about problems with collateralized
debt obligations and rating agencies are rejected or ignored by attendees, including Alan Greenspan. Bush
administration recommend moving governmental supervision of Fannie Mae and Freddie Mac under a new
agency created within the Department of the Treasury. The changes are blocked by Congress. Many financial
institutions issued large amounts of debt and invested in mortgage-backed securities MBS , believing that
house prices would continue to rise and that households would keep up on mortgage payments. Freed from
government imposed limits on the debt they can assume, they levered up 20, 30 and even 40 to 1, buying
massive amounts of mortgage-backed securities and other risky investments. No action is taken against Bear.
He is ignored, and would later call it an incidence of Groupthink. That same year, his second edition of
Irrational Exuberance warns that the housing bubble might lead to a worldwide recession. They are ignored
and later fired.
5: Clevelandâ€™s Pain Was Donald Trumpâ€™s Gain â€“ Next City
senate hearing, th congress - a local look at the national foreclosure crisis: cleveland families, neighborhoods, economy
under siege from the subprime mortgage fallout.

6: America's foreclosure crisis isn't over - CBS News
Other stories in this month's Digest. The U.S. Foreclosure Crisis Was Not Just a Subprime Event. The crisis began in
the subprime mortgage sector, but twice as many prime borrowers as subprime borrowers lost their homes over the full
sample period.

7: A frightening look at Americaâ€™s foreclosure crisis | National Post
RealtyTrac is out with the total foreclosure numbers for On the whole things are getting worse. Seventy-two per cent of
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major metro areas saw an increase in foreclosure volume. Although some.

8: Subprime crisis impact timeline - Wikipedia
foreclosure crisis was driven by national and global forces, more cautious local government policy approaches to
residential growth appeared to moderate the damage.
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