
From: Mortgage Bankes Association of Florida, Robert E Stobaugh III

Subject: Reg Z - Truth in Lending

Comments:

Date: Dec 04, 2009

Proposal: Regulation Z - Truth in Lending - Closed-end Mortgages
Document ID: R-1366
Document Version: 1
Release Date: 07/23/2009
Name: Robert E Stobaugh III
Affiliation: Mortgage Bankers Association of Florida
Category of Affiliation: Educational
Address: 
City: 
State: 
Country: UNITED STATES
Zip: 
PostalCode: 

 Comments:
 December 4, 2009 Federal Reserve Board of Governors I applaud your desire to 
clean up the Mortgage Lending Industry, in which I have witnessed much fraud, 
misrepresentation and deception.  My concern and comment is, you cannot 
legislate morality. Immoral and dishonest people permeate all walks of life and 
can be found in all professions. From Bernie Madoff, to Robert Blagojevich, 
Sheila Dixon and hundreds of dishonest mortgage bankers and brokers across our 
country.  If you truly want to clean up the Mortgage Lending Industry to make 
the process of buying and financing a home more consumer friendly and help our 
economy grind its way out of this recession, then let us look at things from a 
different perspective. 1)Removing the Yield Spread Premium is not the answer. 
The Yield Spread Premium did not cause mortgage lenders to deceive clients and 
steer them into inappropriate loan programs, greed did that all by itself. Wall 
Street institutions produced exotic loan programs with less and less required 
qualification criteria which fed a frenzied housing market fueled by low 
interest rates that exploded into rapid appreciation that was unsustainable. 
Unscrupulous lenders, fed by with very low barriers to entry into the business, 
recognized an opportunity to make a quick dollar and used the system to justify 
their actions by selling inappropriate loans programs to investors who were 
keen on flipping properties and making loads of quick money. Without the proper 
regulation, without the proper loan programs, without the properly licensed 
lenders the system was doomed to fail. Greed is the culprit, Yield Spread 
Premium and inappropriate loan programs were the tools. The Wall Street 
Institutions are gone, the remaining lenders have drastically changed their 
lending guidelines as have FNMA, Freddie Mac and FHA; the system is self 
correcting. Getting rid of YSP is not the answer and will result in removing 
the ability to do a no closing cost loan.  This will handicap the lenders and 
eliminate competition. It will also result in increased fees to borrowers and 
again slow the housing market recovery and general economic recovery from this 
recession. 2)I propose we tighten our lending regulations, as the industry is 



doing right now. I propose that we go back to common sense underwriting and 
appropriate loan programs for the long term. I propose that we raise the 
barrier to entry into the Mortgage Lending Industry through means of Licensure 
and Education. The whole Real Estate Industry, Builders, Realtors, Lenders, 
Title Agents has shed thousands of positions in the last three years. The 
unscrupulous Builders, Realtors and Lenders are long gone onto the next 
industry where a quick dollar and immoral behavior is the norm. The system is 
and has self corrected so that the people left in the Real Estate related 
industries are generally honest, and have the consumers' best interests in 
mind. I say tighten the lending regulations (which is and has already 
happened) create more appropriate loan programs and raise the barrier to entry 
into the lending industry through higher educational and licensure 
requirements.  3)An educated consumer should never allow themselves to be 
steered into an inappropriate loan program, but it happens. An educated 
consumer should never buy an over-priced automobile with undisclosed damage or 
inappropriate features, but it happens. Steering happens in many industries, 
trying to legislate it away is like trying to legislate morality - it's not 
going to happen. I say we focus on consumer education, encourage them to shop 2 
- 3 lenders/banks/brokers etc. Through education the consumer will be more 
aware of the products and features available from lenders. By encouraging them 
to shop the market they can also increase their education level and drive a 
better bargain on rates terms and programs through their level of knowledge. 
4)The Good Faith Estimate was designed to inform the consumer as to exactly 
what charges they should expect to pay for the closing on their particular loan 
and property. When used and disclosed properly, the consumer is aware of their 
costs and as long as the lender has provided a fair price and appropriate 
program then the consumer wins. Greed and immorality have gotten in the way of 
this process functioning as intended. But Greed and immorality are not limited 
to the Mortgage Lending Industry. Help us clean up our industry, help us 
educate the consumer; help us tighten up our rules, regulations products and 
programs. Don't legislate away a tool and our livelihood by removing the YSP.  
Help us - don't eliminate the moral and honest lenders still serving the 
consumers needs. Help us and we can all pull out of this economic malaise. 
Sincerely, Bob Stobaugh


