
 
 
October 15, 2007 
 
The Honorable John Conyers   The Honorable Lamar Smith 
Chairman      Ranking Member 
Committee on the Judiciary   Committee on the Judiciary 
U.S. House of Representatives   U.S. House of Representatives 
2138 Rayburn House Office Building  2142 Rayburn House Office Building 
Washington, DC 20515    Washington, DC 20515 
 
Dear Chairman Conyers and Ranking Member Smith: 
 
On behalf of the Mortgage Bankers Association (MBA), I write in strong opposition to 
H.R. 3609, the “Emergency Home Ownership and Mortgage Equity Protection Act of 
2007.”   At a time when the mortgage market is already experiencing a serious credit 
crunch, this bill threatens to increase costs to consumers, destabilize the mortgage 
market and result in injury to the overall economy.  If this bill becomes law, mortgage 
bankers will no longer be sure that the money they lend is truly secure.  This uncertainty 
will require higher interest rates and larger downpayments to offset the new risk and will 
push many lenders out of making certain mortgages. 
 
MBA urges policymakers to take a more cautious and deliberate approach.  Additional 
Congressional hearings are warranted given the complex nature of the issue and the 
known, unknown and unintended consequences of reopening the bankruptcy code.    
 
H.R. 3609 authorizes bankruptcy judges to modify the terms of a mortgage – interest 
rate, repayment period, and other key provisions – effectively giving the courts free rein 
to rewrite these contracts without statutory or economic restraint.   Although the bill is 
described as being targeted to remedying abusive subprime loans, the provisions of the 
bill actually cover all mortgages and home equity loans; therefore, if it is enacted, we 
believe that H.R. 3609 would result in negative consequences for all future borrowers.  
 
Current market conditions suggest that the risk premium lenders would charge could be 
as much as two full percentage points on a mortgage.  In other words, if the interest rate 
for a prime mortgage today is 6%, the passage of this bill could cause that rate to go up 
to 8%, without any changes in market conditions, borrower credit or any other factor.  
As an example, at today’s interest rates, a prime borrower with a 30-year fixed loan of 
$300,000 at 6% interest would pay $1,799 per month in principal and interest.  If H.R. 
3609 were to become law, we estimate that the rate for the same loan could go as high 
as 8%, leading to a monthly payment of $2,201 -- a monthly increase of over $400, an 
annual increase of $4,824 and more than $144,000 over the life of the loan. 

 



In addition to higher mortgage rates for everyone, we believe that enactment of the bill 
will actually increase foreclosures in the short- and long-term.  In the short-term, lenders 
will have no choice but to move quickly to foreclosure to ensure that they are not 
covered by the onerous provisions of this bill.   
 
As you know, the House of Representatives has taken significant steps that would 
assist today’s troubled borrowers.  MBA views these policies as significantly better 
options to address the mortgage crisis than reopening the nation’s bankruptcy code.  
Specifically, the House overwhelmingly passed H.R. 1852, the Expanding American 
Homeownership Act of 2007, which modernizes the Federal Housing Administration, 
giving it a greater ability to help troubled borrowers refinance their loans.  The House 
also passed H.R. 3648 that would exclude discharges of debt on primary residences 
from gross income, thereby saving borrowers from tax liability resulting from foreclosure 
avoidance. 
 
Additionally, federal regulators have taken action to assist troubled borrowers.  The 
Office of Federal Housing Enterprise Oversight recently announced that it would allow 
additional flexibility in the Fannie Mae and Freddie Mac investment portfolios and 
encouraged them to buy mortgages in distressed sectors.  The Securities and 
Exchange Commission has clarified that loan servicers can modify loans for consumers 
where there is a “reasonable likelihood of default” rather then waiting until the loan is 
already in default, maximizing the possibility that people can remain in their homes. 
 
Again, MBA respectfully urges members of the Judiciary Committee to vote against 
H.R. 3609 when the Committee marks up the legislation.  The House of 
Representatives and the Administration have taken steps to help address troubled 
borrowers.  Reopening the bankruptcy code would only further exacerbate the credit 
crisis, increase the costs of borrowing and ultimately hurt consumers.   
 
Thank you for the opportunity to weigh in on this critically important legislation.  If you or 
your staff has any questions, please do not hesitate to contact Erick Gustafson, MBA’s 
Vice President for Government Affairs, at (202) 557-2913.   
 
Sincerely, 

 
John M. Robbins, CMB 
MBA Chairman 
 
 


