November 29, 2004

The Honorable Barney Frank

Ranking Member

Committee on Financial Services

United States House of Representatives

2252 Rayburn House Office Building
Washington, DC  20515

Dear Congressman Frank:
I am writing to you on behalf of the Mortgage Bankers Association 
 in your capacity as Ranking Member of the House Financial Services Committee and a Representative from Massachusetts to bring to your attention problems presented by the new Massachusetts abusive lending law that took effect November 7, 2004 and to strongly urge that you support a uniform national law to combat abusive lending.  The Massachusetts law, entitled "The Predatory Home Loan Practices Act," has raised concerns among mortgage lenders in your state and nationwide and dramatically illustrates the need for a uniform national law to protect homeowners from abusive lending while, at the same time, avoiding unnecessarily higher mortgage costs. 

For example, while the Massachusetts law contains an “anti-flipping” provision that extends to all home loans --not just high cost loans-- and a “safe harbor” from assignee liability for high cost loans, both provisions are flawed.  The former does not offer clear standards and the latter offers little to assure the continued availability of beneficial liquidity.  While the Massachusetts Division of Banks issued regulations on November 8, 2004 on an emergency basis, purportedly to clarify the meaning of these provisions, lenders report that the regulations are not clear. 
Notably, as consequences of the enactment of the Massachusetts law, Fitch Ratings will no longer rate transactions that contain Massachusetts high cost home mortgage loans, Standard & Poor’s will not permit the inclusion of such loans in bond deals it rates because the Act does not clearly limit the liability of assignees for violations, and finally, Fannie Mae and Freddie Mac have announced that they no longer plan to buy high cost mortgage loans in Massachusetts.

Beyond the particular compliance problems presented by the Massachusetts law, the fact that the law differs from the laws of other states and communities is itself a problem. The context of the law, of course, is that other states and communities are passing their own laws to achieve the same goals.  As of today, there are some 30 states and more than a dozen communities with laws to combat abusive lending.  Each one is unique.  These differences increase compliance costs that ultimately are borne by borrowers.  Also, some national players have chosen not to lend to people in some states, while others have chosen not to lend to certain portions of the market, decreasing competition and increasing costs for borrowers.  I think we all can agree that the answer to the problem of abusive lending is not to remove some of the most-respected national financial institutions from this market segment.  Sadly, that is what is occurring today. 

To address theses concerns I strongly and respectfully urge you, as Ranking Member of the Financial Services Committee, to work to pass legislation as quickly as possible that would create a uniform national standard to combat abusive lending.  A national standard will regularize compliance and facilitate competition.  As the consequences of the Massachusetts law demonstrate, state laws --no matter how well intended-- can have severe consequences, including denying the dream of homeownership to those who we are all working to serve.

Thank you for your attention to these issues. 

Sincerely,

Michael F. Petrie, CMB

Chairman, Mortgage Bankers Association

� The Mortgage Bankers Association (MBA) is the national association representing the real estate finance industry, an industry that employs more than 400,000 people in virtually every community in the country.  Headquartered in Washington, D.C., the association works to ensure the continued strength of the nation’s residential and commercial real estate markets; to expand homeownership prospects through increased affordability; and to extend access to affordable housing to all Americans. MBA promotes fair and ethical lending practices and fosters excellence and technical know-how among real estate finance professionals through a wide range of educational programs and technical publications. Its membership of approximately 2,900 companies includes all elements of real estate finance: mortgage companies, mortgage brokers, commercial banks, thrifts, life insurance companies and others in the mortgage lending field. For additional information, visit MBA’s Web site: � HYPERLINK "http://www.mbaa.org/" �www.mortgagebankers.org�.





