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Synopsis

o History of lending Iinstitutions

o S&L Crisis- Falling Standards

o Subprime Crisis- What Standards?
o Who's in charge, anyway?

o Legislation’s role in Standards

o Summary



History (1831-1960’s)

o Mutual Savings Associations

o 1831- Oxford Provident

o “Permanent Plan™. Enter liquidity...
o “Dayton Plan”- still independent

o “Home Owner’s Lending Act’-1933

o Trend of higher liquidity, fewer
constraints on borrowers




S&L Crisis (1960’s-80’s)

o Interest Rate volatility

o + HOLA Restrictions on S&Ls
o + Falling standards

o = Opportunity for trouble

o Government’s role

o Any lessons learned?
Oversight
Relaxing standards



Subprime Crisis

o “New” problems
Judgement of credit worthiness
Ability to repay
Abusive lending

o No standards v.s. falling standards...



Who's Iin charge?

o No Industry standard-setting body
o MBA- “Best Practices”

o NAR- “Code of Ethics”

o Enforceable? Auditable?

o Freddie Mac & Secondary Market



Legislation

o Equal Credit Opportunity Act

o Fair Housing Act

o Fair Credit Reporting Act

o Truth in Lending Act

o Borrower’s Protection Act of 2007
o Is this the answer?



Summary

o Mortgage Lending: not like other
Industries

o Different issues, same underlying
problem: Enforcement of Standards

o Government’s role

o Have we seen the last of lending
crises?



Questions?
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