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US Sty. Paulson: Foreclosures 'Painful' For Economy
Tom Barkly 

Dow Jones Capital Markets Report
October 10, 2007

U.S. Treasury Secretary Henry Paulson said Wednesday that mortgage market participants are joining together to help struggling homeowners refinance their mortgages, calling foreclosures "painful" for families and the overall economy.

Paulson said an alliance has been formed that now includes mortgage servicers handling 60% of the country's home loans, along with industry groups and mortgage counselors.

"Foreclosures are painful not only for families, but also for neighborhoods, for mortgage servicers, for mortgage investors, and for the economy as a whole," Paulson said in the text of remarks prepared for a press conference.

The alliance shows that the home lending sector is "stepping up efforts to prevent (foreclosure) for as many families as possible," he said.

The formation of the alliance is part of an initiative launched by President George W. Bush last month to provide relief to a growing number of homeowners who are falling behind on their mortgage payments. Their numbers are expected to swell as an estimated $600 billion subprime adjustable-rate mortgages reset higher by the end of the next year, at a time when the U.S. housing market undergoes a sharp correction.

Eleven of the country's largest mortgage servicers form part of the alliance, but Paulson urged more to join.

"Although the servicers here represent 60% of mortgages outstanding, we need greater participation if we are going to get to all those that need help as quickly as possible," he said, noting that it is in the industry's interest to minimize foreclosures.

The government has been trying to put pressure on mortgage lenders to reach out to troubled borrowers to provide them with a more manageable loan. But a study released by Moody's Investor Services last month that showed that most servicers had modified only 1% of a sample of loans that reset to a higher rate this year, while finding that subprime servicers weren't seen as acting aggressive enough in reworking loans.

The Bush administration has also come under attack by Democrats in Congress for not going far enough, with House and Senate Democratic leaders calling for a mortgage "czar" to be appointed to manage the crisis.

Paulson said the alliance, called Hope Now, has bipartisan support and that he will continue to work with Congress on the issue. The alliance is working to standardize reporting methods to track its progress and increase its effectiveness, he said.

Still, Paulson acknowledged that there is a "lot more work to do," and that the alliance isn't the only solution.

Hope Now was actually started last year through a partnership between Fannie Mae (FNM), Freddie Mac (FRE), other home lenders and counseling groups such as NeighborWorks America. The group launched a national foreclosure prevention campaign that includes a hotline for homeowners to get counseling.

The hotline has already fielded 120,000 calls, including 80,000 so far this year, and nearly half of those who have received counseling have avoided foreclosure, Steve Bartlett, president of the Financial Services Roundtable, told a House committee last month.

Paulson Announces Coordinated Effort to Reduce Mortgage Foreclosures 

Pete Kasperowicz

Associated Press, Forbes, CNN Money.com, FXstreet.com
October 10, 2007

Treasury Secretary Henry Paulson today announced a new initiative under which major mortgage servicers, mortgage counselors, government officials and non-profit groups will coordinate their efforts to help struggling borrowers restructure their mortgage payments and stay in their homes.

The initiative, called HOPE NOW, is aimed at coordinating and improving outreach to struggling borrowers, such as through a coordinated direct mail campaign that will start in November. Participants will also develop best practices for mortgage counselors across the country, and ensure that groups able to help homeowners work out new loan arrangements with lenders have adequate resources to carry out this mission.

'A unified strategy and better integration will mean homeowners get better help with their mortgages, servicers get better responses when they reach out to people, and our communities will see fewer foreclosures,' Paulson said.

At the same time, Paulson warned that he is 'not announcing we have solved this problem. What we're announcing is a necessary step toward a very important objective.'

Paulson said the initiative is the result of President George W. Bush's August request for a new effort to help people avoid foreclosure at a time when interest rates on many adjustable rate mortgages have been reset at much higher levels, and delinquency rates have soared.

Paulson said 11 of the largest mortgage servicers, representing 60 pct of the mortgages in the US, have joined the initiative. Companies involved in the initiative include Bank of America, Citigroup, Countrywide Financial, Fannie Mae, First Horizon National, Freddie Mac, National City, Washington Mutual, and Wells Fargo.
However, Paulson said more participants are needed in order to ensure a broader range of homeowners is covered.

'We need greater participation if we are going to get all those that need help as quickly as possible,' he said. 'Others have good reason to join in this alliance, because minimizing foreclosures benefits lenders and investors as well as homeowners.'

Mike Heid of Wells Fargo said today that public and private funding would be needed to expand outreach efforts to troubled borrowers. 'The speed at which these monies are secured will largely dictate the speed with which we can ramp up the program and help more borrowers,' he said.

Other industry representatives said funding from three different sources is expected. Paul Leonard of the Financial Services Roundtable said he expects mortgage services to pay as much as 50 mln usd over the next year to non-profit mortgage counselors, who will use the money to counsel more borrowers and serve as a link between the borrowers and servicers.

Another source of funding will come through the US Department of Housing and Urban Development, although Leonard said the size of this contribution is still being determined.

A final source of funding for the outreach effort will be paid with money generated by the securitization of home mortgages. The American Securitization Forum, which includes securities issuers, servicers, investors, underwriters and others, said today that its members support the use of money generated from 'securitization cash flows' to help pay the cost of mortgage counseling.

Leonard added today that there will be a cost to lenders of restructuring mortgages for people in danger of not being able to make mortgage payments, but said it is difficult to estimate the size of this cost. One factor that makes this difficult to estimate is the extent to which the housing market rebounds in certain markets in the US.

Industry and government officials today also warned that while the industry is looking to streamline and standardize way for lenders to adjust their mortgage payment schedules, not all borrowers will be able to be helped, since the aim is to help people who still have some reasonable chance of making payments over time.

'We are not promising that there's an answer for everyone, but there is certainly an answer for many,' Paulson said.

Treasury's Paulson-GSEs can Help Ease Mortgage Woes

Reuters

October 10, 2007

 U.S. government-sponsored mortgage finance enterprises (GSEs) could help resolve disruptions in mortgage markets, but any changes to their roles should be in conjunction with stronger regulatory oversight, Treasury Secretary Henry Paulson said on Wednesday.

"A lot of the discussion has centered around raising their investment caps," Paulson said at a press conference on mortgage markets.

"From a public policy focus what I'm really interested in is more mortgages for the people that need it," Paulson said. "And there, it's not their investment activity... For every dollar they're putting into their investment activity, they could be putting in five dollars into the guarantee and the securitization business, and that's really what we need."

The GSEs -- mortgage finance companies Fannie Mae and Freddie Mac -- could usefully take on more credit risk, but any changes to the congressionally chartered firms' roles should be accompanied by more oversight, Paulson said.

"The things that they could do that would be most helpful would require...an expansion of their business model, taking on more risk, and I think we should do that, where it makes sense, but we should do it in conjunction with a strong indpendent regulator," he said. 
Administration Offers Plan to Curb Foreclosures 

Associated Press 
October 10, 2007

The Bush administration announced a new mortgage industry coalition today aimed at helping homeowners avoid being trapped in a rising tide of foreclosures.

Treasury Secretary Henry M. Paulson Jr. said the initiative would help coordinate efforts by financial companies to help an estimated 2 million homeowners whose introductory mortgages with low rates are now resetting at much higher rates, greatly increasing the risk they will default on the loans.

“A combination of stagnant or falling house prices, low down payment mortgages and resetting adjustable-rate mortgage rates are creating real challenges for many American homeowners,” Mr. Paulson said in a statement.

He said that 11 of the largest mortgage service companies, representing 60 percent of all mortgages in the country, had agreed to join the new coalition. Other members will include mortgage counseling agencies, investors and large trade organizations.

“These leaders recognize that by working together, coordinating and scaling up their activities, they will be able to work toward the goal to help more homeowners,” Mr. Paulson said.

The initiative, which has been dubbed HOPE NOW, follows an announcement by President Bush on Aug. 31 that the administration was making changes in the Federal Home Loan Administration insured-loan program so that more people could qualify for F.H.A.-insured loans.

Democrats, however, have criticized the administration, saying the actions so far have been too little and too late to significantly address a growing foreclosure crisis as homeowners struggle to deal with sharp increases in their adjustable mortgage payments.

The rising defaults, which started in the market for subprime mortgages — loans offered to people with weak credit histories — roiled global financial markets in August, prompting the Federal Reserve to cut interest rates last month to make sure the country did not get pushed into a recession.

Mr. Paulson said the new coalition had put together an “aggressive plan to reach more homeowners and help them find a way to stay in their homes.”

He said that he was happy to see that the American Securitization Forum, which represents investors who buy mortgages that have been repackaged into securities, had agreed to join the alliance. He expressed hope the group would grow to represent more than 60 percent of outstanding mortgages.

“We need greater participation if we are going to get to all those that need help as quickly as possible,” he said.

Estimates are that mortgages resetting from low “teaser” rates could mean an extra $250 to $300 in monthly payments on the typical $1,200 monthly mortgage payment.

Helping Hand 

Congress Daily

October 10, 2007

Treasury Secretary Paulson today announced an initiative to try to help fiscally strapped homeowners avoid foreclosure. "A combination of stagnant or falling house prices, low down-payment mortgages and resetting adjustable-rate mortgage rates are creating real challenges for many American homeowners," Paulson said in a statement. As part of the Bush administration's initiative, Paulson said 11 of the largest mortgage companies agreed to join trade organizations, investors and others in a coalition seeking to address the problem. Democrats have called on the administration to appoint a mortgage czar to oversee housing-related problems.
Coalition to Help Avoid Foreclosures
Martin Crutsinger 
Associated Press, FOX News 
October 10, 2007

The Bush administration announced a new mortgage industry coalition on Wednesday aimed at helping homeowners avoid being trapped in a rising tide of foreclosures.

Treasury Secretary Henry Paulson said the initiative would help coordinate efforts by financial companies to help an estimated 2 million homeowners whose introductory mortgages with low rates are now resetting at much higher rates, greatly increasing the risk they will default on the loans.

"A combination of stagnant or falling house prices, low down payment mortgages and resetting adjustable-rate mortgage rates are creating real challenges for many American homeowners," Paulson said in a statement.

He said that 11 of the largest mortgage service companies, representing 60 percent of all mortgages in the country, had agreed to join the new coalition. Other members will include mortgage counseling agencies, investors and large trade organizations.

"These leaders recognize that by working together, coordinating and scaling up their activities, they will be able to work toward the goal to help more homeowners," Paulson said.

The new initiative, which has been dubbed HOPE NOW, follows an announcement by President Bush on Aug. 31 that the administration was making changes in the Federal Home Loan Administration insured-loan program so that more people could qualify for FHA-insured loans.

Democrats, however, have criticized the administration, saying the actions so far have been too little and too late to significantly address a growing foreclosure crisis as homeowners struggle to deal with sharp increases in their adjustable mortgage payments.

The rising defaults, which started in the market for subprime mortgages _ loans offered to people with weak credit histories _ roiled global financial markets in August, prompting the Federal Reserve to cut interest rates last month to make sure the country did not get pushed into a recession.

Paulson said the new coalition had put together an "aggressive plan to reach more homeowners and help them find a way to stay in their homes."

He said that he was happy to see that the American Securitization Forum, which represents investors who buy mortgages that have been repackaged into securities, had agreed to join the alliance. He expressed hope the group would grow to represent more than 60 percent of outstanding mortgages.

"We need greater participation if we are going to get to all those that need help as quickly as possible," he said.

Estimates are that mortgages resetting from low "teaser" rates could mean an extra $250 to $300 in monthly payments on the typical $1,200 monthly mortgage payment.
White House Forms Group to Fight Foreclosures
Associated Press
October 10, 2007


The Bush administration announced a new mortgage industry coalition on Wednesday aimed at helping homeowners avoid being trapped in a rising tide of foreclosures.

Treasury Secretary Henry Paulson said the initiative would help coordinate efforts by financial companies to help an estimated 2 million homeowners whose introductory mortgages with low rates are now resetting at much higher rates, greatly increasing the risk they will default on the loans.

"A combination of stagnant or falling house prices, low down payment mortgages and resetting adjustable-rate mortgage rates are creating real challenges for many American homeowners," Paulson said in a statement.

He said that 11 of the largest mortgage service companies, representing 60 percent of all mortgages in the country, had agreed to join the new coalition. Other members will include mortgage counseling agencies, investors and large trade organizations.

"These leaders recognize that by working together, coordinating and scaling up their activities, they will be able to work toward the goal to help more homeowners," Paulson said.

The new initiative, which has been dubbed HOPE NOW, follows an announcement by President Bush on Aug. 31 that the administration was making changes in the Federal Home Loan Administration insured-loan program so that more people could qualify for FHA-insured loans.

Democrats, however, have criticized the administration, saying the actions so far have been too little and too late to significantly address a growing foreclosure crisis as homeowners struggle to deal with sharp increases in their adjustable mortgage payments.

US Lenders Agree on Plan to Aid Struggling Homeowners: Paulson

Agence France Press

October 10, 2007 

Major US mortgage lenders have agreed to an "outreach" program to help homeowners facing possible foreclosure, Treasury Secretary Henry Paulson announced Wednesday.

The program comes weeks after President George W. Bush unveiled an initiaitve to help at-risk Americans keep their homes during a credit crunch and housing downturn that has upended financial markets.

Paulson said 11 of the largest US loan servicers representing 60 percent of the mortgages in America "have come together and formed a partnership to help more Americans keep their homes."

The initiative, called "Hope Now," is aimed at coordinating and improving outreach to struggling borrowers, many of whom face higher payments when adjustable-rate mortgage loans from prior years are reset at higher rates.

"A unified strategy and better integration will mean homeowners get better help with their mortgages, servicers get better responses when they reach out to people, and our communities will see fewer foreclosures," the Treasury chief said.

At the same time, Paulson warned that he is "not announcing we have solved this problem. What we're announcing is a necessary step toward a very important objective."

Paulson said rising interest rates and stagnant or falling home prices are creating "real challenges" for US homeowners.

He said that even before the initiative was announced, mortgage servicers were beginning to increase outreach to borrowers, and state and local governments were setting up programs to help borrowers.

US Tsy's Paulson: Senate Needs to Get on with GSE Reform Bill

Market News International
October 10, 2007

Treasury Secretary Henry Paulson Wednesday reiterated his view that the housing government sponsored enterprises can play a role in helping to resolve the ongoing mortgage lending crisis and that Senate action to pass a GSE reform bill is needed.

Taking questions after announcing the "Hope Now" initiative, which brings together mortgage servicers to assist struggling homeowners affected by the credit crisis, Paulson was asked what role Fannie Mae, Freddie Mac and the like should play and said he would not necessarily favor lifting their investment caps.

"I think the GSEs do have a role they can play here," the Treasury secretary said.

"I think there's been a fair amount of confusion as this has been discussed, because a lot of the discussion has centered on raising their investment caps and I understand why the CEOs of these organizations want to raise their investment caps, I think it's a very legitimate thing for them to ask," he said.

"Their independent regulator is dealing with that and there's no doubt it would be beneficial for them, it would help their earnings per share, etc. but from a public policy focus, what I'm really interested in is more mortgages for the people that need it, Paulson added.

He said he would prefer a different kind of expansion for the GSEs.

"The way the capital rules work, for every dollar they put in the investment activity, they could be putting five dollars into the guarantee of the securitization business, and that's really what we need. We already have a healthy secondary market in prime mortgages," the Treasury secretary said.

"The things that they could do that would be most helpful would require an expansion of their business model, taking on more risk and I think we should do that, where it makes sense, but we should do it in conjunction with a strong, independent regulator. Every other financial institution in this country, the major ones, have a strong, independent regulator," he continued.

As for the status of GSE reform on Capitol Hill, Paulson said, "The House has recognized this and has done their work and I think we need the Senate to do their work. We need FHA modernization. The Senate needs to do that and we need a GSE reform bill that lets the GSEs be helpful because they've got an important role to play here."

In other questions about accounting issues and prepayment penalties for borrowers, Paulson said neither was the focus of Wednesday's initiative, which he said is not promoting "across-the-board" solutions for borrowers.

"We're not promising that there's an answer for everyone," he said.

But on the latter issue, he said, "No doubt prepayment penalties are an obstacle."

In terms of dealing with accounting issues, which may have exacerbated the problems in the mortgage market, Paulson added, "There is another very important effort that we have going on right now.

"One of the corrections that do need to be made to reduce the likelihood we'll be in this situation again ... we're looking very carefully at accounting and thinking that is not a topic for discussion here, but something that is very much being focused on," he said.
Mortgage Servicers Aim to Head Off Foreclosures

Robert Schroeder

MarketWatch

October 10, 2007

Banks and mortgage companies are ramping up efforts to head off a wave of foreclosures by expanding and improving counseling services to troubled borrowers, the institutions and the U.S. government announced Wednesday. 

A newly formed group called Hope Now, consisting of banks and lenders such as Citigroup Inc. 

Option One Mortgage will target at-risk borrowers by means of direct mail that encourages them to seek counseling. 

Counseling organizations are also members of the group. 

In addition, the mortgage servicers are taking steps to have dedicated teams of experts available to counselors as they work through foreclosure prevention with customers. A model for the companies includes a toll-free phone number, as well as an email address and fax line. 

Treasury Secretary Henry Paulson, announcing the steps Wednesday, said that the group consists of 11 of the largest mortgage servicers, representing 60% of the mortgages in the United States. Read more about the group. 

"Only through better integration of their efforts can mortgage counselors and mortgage servicers reach the greatest number of borrowers facing payments they can't meet, and only with increased coordination can they be more effective in finding solutions for those homeowners," he commented. 

Some 2 million mortgages are due to reset to higher rates in the months ahead. 

Some 2 million mortgages are due to reset to higher rates in the months ahead, and the White House and Congress have scrambled to find ways to help borrowers. Wednesday's announcement stems from a foreclosure initiative announced by President Bush in late August. 

Wednesday's announcement also builds on $43 million in new grants for housing counselors, announced last week by the Housing and Urban Development Department. 

"Housing counselors make a difference," said HUD Secretary Alphonso Jackson on Wednesday. "They help people better understand their mortgages and to sign up for mortgages that they can afford."
WH Spokesperson Dana Perino/Daily Gaggle
On August 31st, the President announced steps to help American families keep their homes and reform the mortgage finance system. He directed Secretary Jackson and Treasury Secretary Paulson to reach out to a wide variety of groups that offer foreclosure counseling and refinancing for American homeowners. And today those two Secretaries will welcome a new private sector national alliance called Hope Now. This is counselors, investors and lenders that will maximize outreach efforts to homeowners who are in distress. And by unifying their effort they will reach more homeowners more quickly, with HUD and Treasury working together, so those who are struggling and resetting mortgage payments will be better able to find an affordable mortgage that allows them to keep their homes. 

The President certainly appreciates their attention to this issue and their commitment to helping American homeowners. That is happening today at 10:30 a.m. in the morning at the Treasury Department in the media room.
