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Bankruptcy Cramdown Legislation
On February 28th, the Senate voted on whether to bring bankruptcy cramdown legislation to the floor for a vote.  If passed, the bill would have permitted the cramdown of mortgage principal by bankruptcy judges.  The vote to bring this bill to the floor did not pass, and so the bill did not progress.  

MBA did support other aspects of this bill, but the cramdown provision caused the MBA to oppose the bill as written.  The day of the vote, Mortgage Action Alliance called upon its membership to express its opposition to this bill to their senators.
Many economists believe that such modification of first-lien mortgages would result in higher down payments and interest rates for all borrowers, and could further distress the housing and credit markets.  
New Appraisal Requirements

On March 3rd, Fannie Mae and Freddie Mac reached an agreement with New York Attorney General Andrew Cuomo and the Office of Federal Housing Enterprise Oversight (OFHEO) with regard to appraisal requirements for mortgages purchased by Fannie/Freddie.  This agreement provided for the adoption of a “Home Valuation Protection Code”, which sets forth more stringent guidelines for the selection of appraisers by lenders, communication with appraisers, and perceived conflicts of interest in the appraisal selection process.  These guidelines will go into effect on January 1st, 2009 and will have a substantial impact on mortgage originating and lending operations.  

GSE/FHA Loan Limits – Temporary Increase

On March 6th, HUD published the new conforming and FHA loan limits that would be available as part of the Economic Stimulus Package.  A number of counties in Florida did see a temporary increase in loan limits based on median home price for the area.  For example, in Collier County, the conforming limit was increased to $531,250.  The conforming limit remains at $417,000 for Lee and Charlotte counties.  These increases are currently set to expire on December 31st, 2008.
Over the past two weeks, the GSEs and conduits have set forth guidelines under which they will accept jumbo-conforming loans, including maximum loan-to-value and borrower’s payment history.  
Reduction of Capital Requirements for GSEs
On March 19th, OFHEO announced that it was lowering the capital requirements for Fannie Mae and Freddie Mac, a move that is thought to expand liquidity in the secondary mortgage market by about $200 billion.  This increased capacity is expected to facilitate the purchase of jumbo-conforming loans, as well as the refinancing of existing “subprime” loans and mortgage modifications.  
MBA has praised this development as an important step to restore confidence and stability to the mortgage market, as well as a signal of responsiveness from the federal government and regulators. 
