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Presentation Notes
These workshops give us a closer look at the communities hardest hit  and provide a window into the resiliency of these communities and their ability to recoverWant to thank all of you for being here, thank the speakers and hope you find the meeting worthwhile.



Community Affairs Function

Established at each regulatory agency 
to facilitate compliance with the 
Community Reinvestment Act

Support the economic growth objectives 
of the Federal Reserve Act by 
promoting community and economic 
development, and fair and equal 
access to credit

Presenter
Presentation Notes
The purpose of the community development function throughout the Federal Reserve system is to ensure that banks are in compliance with the community reinvestment act that was enacted to expand access to capital, credit and banking services for all income demographics – with an emphasis on low-mod income communities. This supports the Federal Reserve’s economic growth  and maximum employment objectives.Created about 30 years ago to support banks compliance w/CRA and have expanded beyond narrow regulatory focus to broader CD issues and needs such as foreclosure recoveryPart of the Fed’s broader mission to foster stability, integrity, and efficiency of the nation’s Monetary (i.e. the control of the supply of credit and the setting of interest rates), financial and payment systems to promote optimal economic performanceWe accomplish this mission with a talented team of researchers and field managers who work to ensure that financial institutions are supporting innovative strategies and effective partnerships that benefit low-and moderate-income individuals and communities.



Causes of Foreclosure Crisis

Speculative housing bubble followed by 
dramatic declines in value
Accomodative interest rate environment
Lax lending standards
Ineffective mortgage regulation
Unchecked growth of loan securitization
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Presentation Notes
Led to overexpansion of consumer borrowingArtificial and unsustainable increases in housing values that are not aligned with rent fundamentals



As a Result….

Disproportionately erased wealth gains among low-
income populations and communities of color

African-Americans lost $193 billion in depreciation; 
Latinos saw $177 billion (2009 – 2012)*

Blew the cover off of the unequal regulatory 
environment

Restoring American Financial Stability Act of 2010
Consumer Financial Protection Bureau (CFPB)

http://fedweb.frb.gov/reform/

* Foreclosures by Race and Ethnicity: The Demographics of a Crisis; Center for Responsible Lending Research Report. Debbie Gruenstein Bocian, 
Wei Li, and Keith S. Ernst June 18, 2010

Presenter
Presentation Notes
Number of great research about impact of foreclosures on page 21 of the resource guide. Too many issues to go into here.By and large foreclosures have negatively impacted just about everyone. Non-Hispanic whites represent the majority of at-risk borrowers, but African-American and Latino borrowers are more likely to be at imminent risk of foreclosure (21.6% and 21.4%, respectively) than non-Hispanic white borrowers (14.8%).• American Indian (16.5%), Native Hawaiian or other Pacific Islanders (18.6%), and Asianborrowers (15.7%) all also show an increased likelihood of being at-risk. Leave time for Paul to explain methodology and answer other questions about how they arrived at this data. Many mortgages were originated by non-regulated lenders fueled by a surplus of capital from wall street investment banks, pensions funds and other sources that fell outside of federal regulatory oversight. (e.g. Bear Stearns created EMC; Lehman Bros. created Aurora)

http://fedweb.frb.gov/reform/


Goals for Today

Hear about effectiveness of efforts to 
prevent foreclosure

Discuss impacts of foreclosure and elements 
of foreclosure recovery

Is there any way to reach and help households 
that have already gone through foreclosure

Identify partners and resources necessary 
for foreclosure recovery
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Counselors one big piece. Where can they refer clients for assistance with other needs? We are not the first organization to bring this issue outAsset Funders Network – a group of foundations have met multiple times this year hosted by the San Francisco Foundation to look at how foreclosure is affecting families, childcare providers who may lose not only their house, but also their home-based business; and to highlight strategic partnerships and funding opportunities that are critical to supporting especially low-income families  Looking ahead a little bit, I am wondering whether anyone is gathering information about where families move to following a foreclosure and what impact foreclosure may be having on the affordability and availability of rentals? Is there a lot of activity by investors buying REO (bank-owned) properties or is there any effort underway by a local housing organization to acquire foreclosed properties? This, along with the need to get information about legitimate strategies for credit repair out to families following foreclosure or delinquency are two areas that I think are critical to an equitable recovery from this foreclosure crisis. �



Why Foreclosure Recovery

Continued focus on issue
Answer to foreclosure fatigue
Productive outlet to channel our anger about the foreclosure crisis

Paradigm shift
From external fix to personal control

Address needs beyond foreclosure prevention
Not everyone will keep their home; many already gone through 
foreclosure
Empower individuals to think proactively about preparing for 
next steps and putting their lives back together
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Problem is not going away. The economy continues to dampen hopes for a speedier recovery because foreclosures have now expanded to homeowners impacted by job and income loss. Start by acknowledging the incredible amount of work that has been done by so many over the past several years. Isn’t easy work and can often seem very frustrating and helpless.Another way to support individuals/families and give them hope if they can’t keep their property and get them to think about the future not just the pastForward looking, self directed and personal control.  Work with at risk homeowners to address systemic issues and identify sustainable solutions.Individuals aren’t paying housing expenses; are they putting that money away or helping to pay down other debtsReason for recovery: need a productive distraction to our anger and the foreclosure crisis precipitated by a mortgage ripoff+ Creating jobs, increasing income, facilitating use of income supports+ Continue to support housing counselors to assist with modification process as well as take on new recovery counseling+ Reducing debt and funding long-term financial education and money management training+ Bonus: restoring social fabric of families and addressing mental health consequences of long-term financial stress (is anyone writing about prolonged intersection  of financial stress and political dissonance)



What is Foreclosure Recovery

Two parts: 
Individuals/families (households), Communities

Three components:
Housing, Personal, Financial

Five steps:
Managing foreclosure and options for a graceful exit
Relocation: housing and shelter
Restoration: restoring normalcy
Rebuilding: credit and finances
Renewal: finding stability and looking ahead
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Presentation Notes
Even the process of managing foreclosure such as adjusting the budget to be able to afford the property and waiting in limbo for an answer from the servicer can take a heavy toll on individuals and families; there is no support system for thisDealing w/landlords 620 is the credit score floor set by Fannie Mae and Freddie Mac who are the only entities willing to buy mortgages; so buyers with scores below that cannot easily obtain a mortgage. Even when there is a discrepancy between the scores from different bureaus, the lower score is usually the one on which a decision is based



Managing Foreclosure and 
Steps to a Graceful Exit

Retention Options:
HAMP: affordable to 31% of household income
HARP: refinance using FHA w/principal forgiveness
Keep Your Home: CalHFA program

Unemployment Mortgage Assistance
Mortgage Reinstatement Assistance Program
Principal Reduction Program

Private modifications
Non Retention Options

HAFA: short sales w/ incentives for investor and homeowner
Deed for Lease: Fannie Mae
Keep Your Home: CalHFA program

Transition Assistance Program
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HAMP mods mostly tacking delinquent amount on to end which increases principal balance and doesn’t provide much debt reliefOn February 19, 2010, the Obama Administration announced plans to provide $1.5 billion dollars in federal funding for five states  hardest hit by the nation’s housing crisis; California was one of the five states and was allocated $700 million dollarsHAFA provides $3K moving allowance



Resources for Recovery

Resource Guide for Foreclosure Recovery 
A publication of the Federal Reserve Banks of Atlanta and San 
Francisco (http://www.frbsf.org/community/issues/toolkit/toolkit_3.html)

Local Resources at your Fingertips
Housing counseling /relocation
Social services (i.e. food banks, income support)
Public utility assistance
Job training or entrepreneurship assistance
Credit counseling and repair
Tax and deficiency consequences
Mental health services and counseling
Legal Services (e.g. bankruptcy, scam reporting)
Regulatory and enforcement agencies

Presenter
Presentation Notes
It’s not dense, it’s organized very simply; very practical format that makes it easy to see what issues we need to be concerned aboutGreat resource for workshops and as a tool for community leaders to assist consumers in achieving stability following foreclosure. The guide covers topics that include relinquishing ownership of the property and renters' rights, as well as the necessary components of foreclosure recoveryLoan Modification Scam Protection Network is collecting complaints and maintaining a national database that already has been successful in bringing some perpetrators to prosecution  (blue sheet in packet)Mental health counseling important to reduce stress and alleviate emotional health issues such as depression, shame resulting from personal judgment, guilt about decisions, Tear out appendix at back of guide to organize important contacts for referral 

http://www.frbsf.org/community/issues/toolkit/toolkit_3.html


Community Recovery

Neighborhood Stabilization
Minimize negative spillover effects of vacant properties 
on surrounding neighborhood

Ensure servicer maintenance of REOs
Work with lenders/servicers to acquire and rehab 
foreclosures for affordable housing

Economic Development Strategies 
Address higher unemployment

Workforce development
Small business credit
Entrepreneurship

Presenter
Presentation Notes
subprime lending tends to be concentrated among the communities and borrowers that are the least resilient:  rural or inner city communities, low-income census tracts, and neighborhoods with high minority populations. A concentration of foreclosures in communities with lower values is more likely to further diminish values, drive down equity appreciation, and perpetuate a cycle of decline that puts everyone at a disadvantage. 



Taking on Foreclosure Recovery

. . . America does not need a range 
of new services to address the 
impacts of the foreclosure crisis 
on families but, rather, an 
expansion . . . of the types of 
services that already exist . . .
http://www.urban.org/UploadedPDF/411910_impact_of_foreclosures_primer.pdf

Presenter
Presentation Notes
Are these resources adequate in areas most severely impacted by foreclosureWhat additional support do organizations need to meet demandThe Impacts of Foreclosures onFamilies and Communities: APrimerG. Thomas Kingsley, Robin E. Smith, and David Price



Unemployment rates particularly high in Central 
Valley and northern counties

Source: Bureau of Labor Statistics, February 2011



Foreclosures Small Portion of 
At-Risk Properties

Source: Mortgage Bankers Association, National Delinquency Survey
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Just under 700K properties at risk of foreclosure with the majority of them in some stage of delinquency; blue indicates foreclosure notice has been filedDrop in foreclosure starts possibly attributable to more modifications, correlates to a historical lag in originations, or that the servicers are just swamped at haven’t filed for foreclosure.Again using LoanPerformanceServicing data, for all loans more than 90 days in arrears, the average days delinquent is now at 272 days—up from 204 days in early 2008. On average, severely delinquent borrowers have gone more than 9 months without making a mortgage payment—and yet foreclosure has not yet started for them.For loans in foreclosure, the aging numbers are even more staggering: loans in this bucket average 410 days delinquent, up from 260 days delinquent in early 2008. For those borrowers who are in the foreclosure process, it’s been an average of 13.6 months—more than one full year—since they last made any payment on their mortgage.A study conducted by the  State Foreclousre Prevention Working Group (12 states) found that 63% of households at least 60 days delinquent are not participating in any foreclosure avoidance plan



Permanent modifications improving
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Source: HAMP Service Performance Report Through January 2011
(http://www.treasury.gov/initiatives/financial-stability/Pages/default.aspx)
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Since its inception, HAMP has started 1,742,205 active trial and permanent modifications.  As of July 2010, there are 434,716 active permanent modifications, and 1,307,489 active trial modifications.Many homeowners will not qualify for a modification because of very high consumer debt obligations, not-owner occupied, incomplete documentation, not making trial payments. Many opine that the modifications will not provide long-term relief because of lingering debt beyond mortgageNew research shows that modifications with real payment reductions have led to lower redefault rates than previous mods which just tacked on unpaid payments to principal and/or monthly payments



Central California Data Maps

Source: Lender Processing Services Inc. Applied Analytics

Areas Affected by Concentrated Foreclosures
February 2011



Central California Data Maps

Source: Lender Processing Services Inc. Applied Analytics

Areas At Risk of Additional Foreclosures
February 2011



Central California Data Maps

Changes in House Prices Since 2007 Peak
February 2011

Source: CoreLogic Home Price Index and FRBSF CD Calculations



Contact

Lena Robinson
Regional Manager, Northern CA

Community Development
Federal Reserve Bank of San Francisco

415-974-2717
lena.robinson@sf.frb.org
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Presentation Notes
The purpose of the community development function throughout the Federal Reserve system is to ensure that banks are in compliance with the community reinvestment act that was enacted to expand access to capital, credit and banking services for all income demographics – with an emphasis on low-mod income communities. This supports the Federal Reserve’s economic growth  and maximum employment objectives.Created about 30 years ago to support banks compliance w/CRA and have expanded beyond narrow regulatory focus to broader CD issues and needs such as foreclosure recoveryPart of the Fed’s broader mission to foster stability, integrity, and efficiency of the nation’s Monetary (i.e. the control of the supply of credit and the setting of interest rates), financial and payment systems to promote optimal economic performanceWe accomplish this mission with a talented team of researchers and field managers who work to ensure that financial institutions are supporting innovative strategies and effective partnerships that benefit low-and moderate-income individuals and communities.
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