December 21, 2007

TO:   THE PEOPLE OF LEGISLATIVE DISTRICT 8

TOP 2008 ISSUE – THE SUBPRIME MORTGAGE FORECLOSURE MESS
Subprime and other adjustable low interest mortgages have lured people with spotty credit into the American dream of homeownership, but it has left many of them facing sinking home values, soaring monthly mortgage payments and foreclosure.  The Wall Street Journal points out that the subprime fallout cuts across income, racial and geographic boundaries.
From June 2006 to June 2007, Maryland’s foreclosure rate shot up 370%, pushing the state from 40th in the nation to 15th for foreclosures.   According to Realty Trac, a national organization, there is one foreclosure for every 806 households in Maryland over the past year.  A Maryland Bankers Association report notes that adjustable rate mortgages rose from 1.6% of total mortgages in 2000 to 11.7% in 2007.   About 19,000 Marylanders have subprime loans on which the interest will be reset higher in the next two years.
The Homeowner Preservation Task Force, appointed by Governor O’Malley to find ways to curb the foreclosure spike will make recommendations for consideration by the 2008 legislature, including more strict lending standards and greater oversight of the mortgage industry.  Another recommendation would create a fund to provide case-by-case help to prevent foreclosures by allowing for more stability in monthly mortgage payments or more time for a property sale.
The state has the power to oversee aspects of the mortgage industry.   However the state is pre-empted in some aspects of lending regulation because the federal government and other states oversee banks that are not headquartered in Maryland.  Nevertheless, there are many ways the state can help homeowners and prevent future lending abuses.   Contact 877-462-7555 or www.dhcd.state.md.us for information about existing state programs to assist homeowners.

A recently unveiled federal plan will freeze rates and help people refinance to more affordable mortgage rates.   However, the eligibility criteria are so strict that few homeowners will be helped.   The plan makes the participation of mortgage companies only voluntary and does nothing to help people who are not current in their mortgage payments, under threat of imminent foreclosure or have already received foreclosure notices.  Contact 1-888-995-4673 or www.hopenow.com  for more information.
Please do not hesitate to contact me on this or any other legislative issue of concern to you.   
