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Refinancings are still difficult for subprime borrowers

E BRIAN BANDELL

It would seem common sense that lower-
ing a subprime borrower’s interest rate from
a sky-high number Lo something closer to to-
day’s 4.18 percent average fixed rate would be
a better alternative to foreclosure. But most
subprime borrowers have found refinancing
difficult,

Howard Dvorkin, president and founder of
Fort Lauderdale-based Consolidated Cred-
it Counseling Services. leads a firm that has
handled many court-ordered foreclosure law-
suit mediations and worked with thousands
of homeowners attempting to resolve prob-
lem mortgages.

In his experience, banks accept a good loan
modification for about one in five borrow-
ers, he said.

“Ihe banks did not give tremendous breaks
to these homeowners, even though the-gov-
ernment would like to say that they did’
Dvorkin said. “If someone can refinance a 9

ing 1o the fourth quarter report by the Office
ol the Special Inspector General of the Trou-
bled Asset Reliel Program {SIGTARP), the
government allocated $22.7 billion for first
mortgage lien modifications under HAMP,
but only 52 billion of that was awarded for
completed modifications as of Dec., 31.

SIGTARP recommended thal the US. De-
partment of the Treasury take stronger action
against morlgage services Lhat aren't comply-
ing with HAMP rules, including the withhold-
ing and clawback of incentive payvments. The
report noted that JPMorgan Chase Bank was
told it needs “substantial improvement” and
Bank of America was told it needs “moderate
improvement” in the HAMP program. SIG-
TARP called the compliance issues of these
two banks “deeply troubling”

Regions Bank has helped more than 42.000
homeowners modify their mortgages since
2008 and it is actively participating in HARP,

percent loan to a 4 percent loan, the extra
money can go into the economy. That is what
Obamas HARP [Home Affordable Refinance
Program] is about, but somebody has to take
the lead on that and get it going”

Banks often defy logic when it comes o re-
financing decisions, Miami-based bank ana-
lvst and economist Kenneth H. Thomas said.
He approached a bank on behalf of a borrow-
er and requested that it refinance the inter-
est rate to 4.5 percent from 5.5 percent, but
the bank said the borrower must first go into
defanit.

'The economy could greatly benefit if banks
lowered interest rates, especially so borrow-
ers who are under water could stay in their
homes, Thomas said.

One of the biggest upcoming problems is
mortgages with rates that start low but re-
sel with higher payments after five years. said
Boca Raton attorney Marlyn Wiener, whao spe-
cializes in real estate and loan modifications.
People know their interest rates are about to
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Hardest Hit Fund

The U.S. Department of the Treasury's
Hardest Hit Fund, which is designed to
help borrowers in states with the most
foreclosures, has spent 3.5 percent of
its 51.06 billion allocation for Florida.
Nationwide, 9.5 percent of the $7.6 billion
program has been spent.

Source: Office of the Special Inspector
General of the Traubled Asset Relief
Pragram fourth quarter 2011 report

said Steve Picketlt, the bank’s senior VP of
residential lending, In the revised version of
HARP, banks can cut interest rates on Fannie
Mae- or Freddie Mac-owned mortgages, even
if the amount of the debt exceeds the value

increase, but the lender, in
many cases, refuses to refi-
nance their mortgage with a
lower rate because the loan-
to-value ratio on the house
exceeds 80 percent. she said.

“It is a challenging pro-
cess, Wiener said. “It is in-
efficient and unpredictable,
and many borrowers just
gel rejected or they get put
in a spinning wheel of resubmilting an ap-
plication many times over. Sometimes, loan
modifications are granted that do provide
meaningful relief, but I've seen some granted
that don’t make significant difference.”

During his Jan. 24 State of the Union ad-
dress, President Barack Obama briefly men-
tioned a concept to cut red tape for refinanc-
ing mortgages with the Home Affordable
Modification Pragram.

“I'm sending this Congress a plan that gives
every responsible homeoswner the chance to

Wiener

of the house. The borrow-
er must be current on pay-
ments, though.

Starting March 15, bor-
rowers will be able to get a
HARP modification through |
a bank, even if it is not their
primary mortgage servicer.
That will help barrowers
who are frustrated by insti-
tutions that are not open to
the program.

Regions Bank has $130 million in HARP
maodifications in its pipeline, Pickett said.

“We expect Florida to play a big role in the
success of the program,” Pickett said. “It is
a reduced documentation loan on the asset
side. We document that they are working and
that their credit is good”

Unfortunately. the newly revamped HARP
will not be able to help many of the victims of
the subprime lending crisis, said Maurice Jour-
dain-Earl, a managing director of Compliance

Pickett

save about 53,000 a year on their mortgage,
by refinancing at historically low rates] he
said. “No more red tape. No more runaround
from the banks. A small fee on the largest fi-
nancial institutions will ensure that it won't
add to the deficit and will give those banks
that were rescued by taxpayers a chance to
repay a deficit of trust.”

‘The plan would reportedly include loans
that aren’t backed by Fannie Mae and Fred-
die Mac. including subprimes and homes
where the value is less than the mortgage.
The HAMP program was also extended to
rental properties.

Another change would have the govern-
ment pay Fannie Mae and Freddie Mac 63
cents for each dollar forgiven in morlgage
principle, a post-speech announcement said.

Right now, mast of the money the govern-
ment allocated to incentivize banks to refi-
nance mortgages has gone unspent. Accord-

Technologies. That federal program. which in-
cludes incentives for banks to write down loan
principal, is only for Fannie Mae and Freddie
Mae mortgages. Few subprime loans were
backed by those agencies. which were also less
likely to back loans Lo minorities, he added.

The HAMP can work for loans owed by
most types of investors, but it has not been a
cure-all for the subprime crisis. According to
data from the Office of the Comptroller of the
Currency, only 20 percent of mortgage modi-
fications through HAMP during the third
quarter of 2011 were subprime loans,

Wiener would like to see more loans that
are packaged in mortgage backed-securities
get access to federal modification programs.

Dvorkin said the federal programs are not
very helpful for most subprime borrowers,
but he holds out hope that HARP will eventu-
ally be expanded outside of Fannie Mae and
Freddie Mac mortgages.
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