
 
 

 
 

 

 
 

 
 

 
 

 

 
 

  
 
 
 

 
 

 
 

 

 
 
 

 

 
 

 

From: "Jesse McLean" <mister_freeze@msn.com> on 04/07/2008 11:30:04 AM 

Subject: Regulation Z 

Dear Legislators, 

It is absolutely aberrant that you have not figured out that the reason we are in the 
"mortgage failure" situation that currently exists is not the "Independent Mortgage Broker", 
although they are a contributor, it is the banks themselves. All one has to do is to look at 
the "underwriters", those employees who work for the banks to protect the "Federally 
Insured" loans they grant. It was their "relaxed, turn a blind eye" policy that created this 
mess. Had they done their due diligence in the first place, families that make $50/yr 
combined would not have been approved for a $500,000 loan. Do the math!!!!! We live in 
America, a country that is run on capitalism, which is a good thing, however to create an 
artificial "supply and demand" system as what happened in the real estate industry, starts 
at the approval process not the brokerage. If anyone can instantaneously qualify where in 
the previous year they couldn't, it would seem obvious to me that someone has been 
"ORDERED" to fall asleep at the wheel and ignore the blatant truth! The US needed an 
economic shot in the arm after 2001 and through the application of easy loan qualification 
generated by our largest and most trusted banking institutions, the economy was able to 
receive a kick start which ultimately created windfall paper profits for all of those involved! 
Now we are paying the price. 

Although I was around during the 1980-85 S & L scandal, I was lucky enough to avoid those 
pitfalls, however as we all know, "history will repeat itself" as it has done. You want to 
"Regulate" a portion of this process, look to the banks and institutions that approved risky 
loans through the "UNDERWRITING" department. These people need the "watchdog" which 
should include their superiors. Be honest with yourself and your constituents and stand up 
for the truth! Banks, investment firms and large retirement funds made paper billions 
which equated to huge profits, now they need big write offs to counteract these grandiose 
bundles of cash. You want to pass legislation, tighten up the approval process, place a set 
of checks and balances in place on the underwriting process which approves shoddy loans 
and then sells them back to Freddie Mac and Fannie Mae who were also involved in the 
"blind eye" process by purchasing these garbage transactions relying on the observations 
and decisions of who, yes the underwriters who fund the mortgages based on the 
information that they neglected to check and confirm! Now you see the real process! 

When this money machine was put into motion, capitalism took hold and markets opened 
up that had never existed before. Easy qualification, put more buyers in the market than 
were properties, that is in the beginning, So the market was flooded with a consumer base 
which fueled supply and demand causing a spike in property values starting in 2002 to 
2003. Now in steps the investor to snap up the inventory creating a picture of instantaneous 
wealth! This picture is seen by those with new found equity in their properties purchased 
before the boom; coupled with relaxed loan qualification in the second mortgage market 
and here comes the third wave of consumers to drive up the market until 2005. It was here 
that the "creative financing" that was offered by our "largest and most trusted institutions" 
started to kick in, unfortunately, so did the consequences. Mortgage adjustments that 
exceeded the threshold of the consumer started the domino process however the banks and 
institutions for all of their creativity did not have the foresight to change their protocol, and 
reverted back to their extreme conservative regulations and started to foreclose on those 
who could not meet their obligations! Who would have thought that those who were so 
liberal to relax the purchase side of the equations for the benefit of their shareholders could 



 

 

 

 
 

 
 
 

 
 
 

 
 

 
 

 

 
 

 
 

 
 

 
 

 
 

 
 

 

 
 

 
 

be so ruthless as to start the foreclosure process on the same customer base that they 
themselves approved! 

Who are the victims? We are; you, me and the rest of our nation. Now you want to single 
out the "independent entrepreneur" as a scapegoat.  Let’s recap the process, up until 2002; 
real estate had an average yearly appreciation of 7 to 9% per year depending on the locale. 
Enter the beginning of the "relaxed loan requirements" and now appreciation through the 
"supply and demand" market place rises to 10% to 15%, the machine has started! Toward 
the end of this cycle, it was not uncommon to see 25% per year + in certain areas to the 
country like Florida, California and the Pacific NW. The only protection mechanisms that 
existed were at the level of the "Independent Fee Appraiser" and the "Underwriter". The fee 
appraiser has three approaches to determining value (cost, market and income) however 
"market value" is the most prevalent and accepted method. There is no doubt that 
Mortgage Brokers applied pressure to the Appraisal industry; I know I am one of those 
independent fee appraisers who worked during these times. As an industry I am sure we 
added caveats to our reports, I know I tried, that indicated that the market value was 
artificially inflated due to low cost loans that were easy to qualify, however when entered 
onto an appraisal report, the underwriter asked that it be removed as it would affect their 
ability to resell the loan into the secondary market! So one watch dog beat the other into 
submission in order to achieve the profit from the all mighty dollar! The Mortgage Broker 
industry did participate in this process by falsifying information, pressuring the appraiser for 
inflated values then sent the loans onto underwriting, however underwriting under the edict 
of their corporate superiors were ordered to approve the loans no matter how suspect in 
order to achieve, you guessed it RECORD PROFITS!!!!!!! My questions is, which should also 
be yours, is how could a system that has done so well for so many decades (at least 6, with 
the exception of 1982 to 1985) would be so callously ignored? You want to blame the 
Mortgage Broker, the Appraiser; for what, offering instruments that the banks and 
institutions came up with in order to fuel more business? Not on my watch! 

I am strongly opposed to the elimination of the "Independent Mortgage Broker" and also the 
"Independent Fee Appraiser" not for the benefit of the "Big Banks". Let the market correct 
itself. As loan qualification processes are replaced back to what worked for those 6 decades, 
there will be less mortgages therefore natural attrition will take place on both of these 
markets. Investors will take a side line for the next year or so and inventories will retreat to 
create a "balanced" market. I am for legislation that would protect the consumer @ the 
underwriting approval process. This would include very heavy financial and legal penalties 
for falsifying loan information on loan applications, threatening or in any way leveraging the 
independent fee appraiser from any party associated with the loan process, submission of 
any fraudulent appraisal for the benefit of a loan approval all of which gets us to the 
underwriting process. From here the underwriter should be given a strict set of guide lines 
to follow only to be deviated from through the approval of their superior and only after close 
scrutiny and a complete documentation with an employee accountability chain which would 
include a complete disclosure of why the deviation took place so that the secondary loan 
market would have ALL the information available regarding the loans that they are asked to 
purchase. Again any attempt to defraud the secondary mortgage loan market through 
"omission or buyer beware" should be dealt with harshly by both legal and financial penalty. 
So you want to legislate then do so in this manner and earn the salary that you are taking 
from the other 60% of the country! (The private sector; I am using the fact that 40% of the 
working US population is employed by government). I am available for comment and would 
look forward to your reply, now that I have taken an hour out of my day to comment on 
your job. This is something I wish ever American would do, then maybe we would be able to 
return to our roots of honesty and integrity. But until then, here is my little micro-cosmic 
opinion and proposed suggested change to rectify the situation. Have a great day! 



 

 
Sincerely, 

Jesse Mc Lean 


