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“CONTACT US”
A new feature has been added to the Commu-
nity Affairs section of the San Francisco Fed-
eral Reserve’s website (www.frbsf.org/
candca). Visitors to the site can now send com-
ments, questions and suggestions to Commu-
nity Affairs staff. Feel free to drop us a line
with your comments, or ask a regulatory ques-
tion. Questions and answers will be posted on
the site and may appear in a future newsletter.

THE LOS ANGELES ONE STOP CAPITAL SHOP

On June 2nd, approximately 100 community development professionals and financial institution
representatives joined U.S. Small Business Administrator Aida Alvarez, U.S. Representative Juanita
Millender-McDonald, and Los Angeles Mayor Richard Riordan to celebrate the grand opening of the
Los Angeles One Stop Capital Shop. Located in the Watts Civic Center, the LA OSCS is intended to
serve as an information clearinghouse and referral source of capital providers, as well as provide
loan packaging and specialized technical assistance to develop capital readiness in businesses lo-
cated in the federally designated empowerment zone and throughout Los Angeles. Since the grand
opening, the LA OSCS has demonstrated its value as a resource for the community by assisting
over 200 small businesses.

The Los Angeles One Stop Capital Shop is located at 10221 Compton Avenue, Suite 103.
For additional information contact Kashif A. Rasheed at (213) 473-5111.

CRA DATA AND ANALYSIS

A number of CRA-related studies have recently
been completed and are available online. The
first study, entitled Have the Doors Opened
Wider? Trends in Homeownership by Race and
Income, analyzes the trends and factors that
have contributed to the rise in homeownership
from 1989 to 1998. The full paper is available
at the Federal Reserve Board of Governor’s
website: www.federalreserve.gov/pubs/
feds/2000/200031/200031abs.html . A
study by the Treasury department provides a
baseline from which to measure subsequent
changes to CRA resulting from the Financial
Modernization Act: www.ustreas.gov/press/
releases/docs/crareport.pdf. Another Fed-
eral Reserve Board study offers findings on the
performance and profitability of CRA-related
lending:
www.federalreserve.gov/BoardDocs/
Surveys/CRAloansurvey.

CRC WEBSITE

The California Reinvestment Committee (CRC)
has made it easier to access information about
CRA issues and activities in California through
their new website: www.calreinvest.org. The
site features the latest information on CRA
campaigns, bank merger activity, bank CRA
commitments and other issues relating to rein-
vestment in affordable housing, economic de-
velopment and consumer services for California’s
low-income and minority communities.

For information on CRC, contact Alan Fisher
at (415) 864-3980.

RCAC HONORS

The Rural Community Assistance Corporation
(RCAC) is seeking nominations for the 2000
Yoneo Ono Award. This award honors volunteers
who have made a significant improvement in
the quality of life for rural communities. Past
recipients have served as volunteers in many
areas including housing, community facilities
and community organizing. The deadline is Sep-
tember 30, 2000.

For further information or to obtain a nomi-
nation form, contact RCAC at (916) 447-2854.

On September 7th, 2000, the Federal Reserve Bank of San Francisco held a public hearing
on the HOEPA, capping a series of public hearings sponsored by the Federal Reserve Board
at branches across the country. The hearings provided an opportunity to gather information
and hear perspectives about predatory lending from financial institutions, consumer groups,
community advocates and researchers. Public testimony helps personalize the issues and
provides concrete examples of consumers’ experiences. These hearings were intended to
help regulators better understand what regulatory changes might be most effective in
ending predatory lending, and how these changes might impact the availability and cost of
credit.

While subprime lending can be credited with greatly improving access to credit for
marginal borrowers, it also has fueled the predatory lending practices that have victimized
homeowners and raised a red flag for community advocates, the Fed and financial
institutions alike. The Fed’s Community Affairs unit is particularly concerned about
“predatory” lending practices because of their disproportionate effect on low-income
persons and economically marginalized communities. The question is whether the regulatory
tools at our disposal are sufficient to halt predatory lending without curtailing the availability
of credit for those who already have limited options.

The Home Ownership and Equity Protection Act (HOEPA) of 1994 is one tool the Fed can
use to protect consumers from unfair lending practices. HOEPA doesn’t inhibit loans from
being made, rather,  it expands the Truth in Lending Act (TILA) by requiring additional
disclosures and restricting certain alternative loan terms  (e.g., pre-payment penalties, higher
default interest rates) on “high-cost” loans. These disclosures are triggered by loans with
closing fees that exceed eight percent of the loan amount or an APR ten points above
prevailing Treasury rates for securities with comparable maturities. The most significant
deterrent under HOEPA is the three-year period in which a loan that violates any HOEPA
provision can be rescinded.

Currently, only 0.7% of subprime loans trigger HOEPA disclosure requirements. Lowering
the trigger to eight percent would increase that number to 3.9%. Given the increased
reporting burden, financial institutions contend that lowering the trigger would make
subprime lending unattractive thereby shrinking the credit opportunities for low-and-
moderate income borrowers. Balanced public testimony is an important part of determining
whether this increased reporting burden will have a decisive impact on ending predatory
lending and can be justified as a benefit to consumers.

Another tool—and in my opinion the more effective one—is financial education. The
issue of predatory lending is broader than any regulation can address. While predatory
lending is universally acknowledged as an egregious practice, a clear-cut solution isn’t readily
apparent. However, self-empowerment through financial literacy would better prepare
consumers to face the barrage of product and service offers, and equip them with the
knowledge necessary to make sound financial decisions. As stories surface nationwide of
“equity rich but cash poor” consumers entering into questionable loan agreements, it is
clear that regardless of their age, income or race, one characteristic common to almost all
victims of predatory lending is their vulnerability due to limited financial savvy. The Fed
plays an important role in both educating consumers and regulating financial institutions
on fair lending practices. In its unique role as educator and overseer, the Fed can play an
urgent and important role in limiting the havoc of predatory lending. The public hearing on
September 7th was an important step towards this goal.


