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Card Issuers Brace for Stern Warning
By Michael D. Shear and Nancy Trejos
Washington Post

April 21, 2009

President Obama will meet directly with credit card executives this week and
plans to tell them to support strict measures that curb lending abuses or face the
wrath of angry consumers and a determined Congress, according to banking
industry officials.

The heads of the credit card divisions at 14 major banks are set to meet with the
president and his top economic officials at the White House on Thursday,
administration aides confirmed yesterday. They are bracing for a warning that the
president will join the chorus of condemnation if they resist efforts to protect their
credit card customers from unfair practices.

The high-profile meeting comes as members of Congress launch new efforts to
crack down on credit card companies for such practices as arbitrarily raising
interest rates on existing balances, charging late fees when enough time was not
given between the billing and due dates, and charging interest on debt that was
paid on time.

Lawmakers in the House plan to begin work tomorrow on a bill that would codify
new Federal Reserve regulations aimed at curbing those practices. A separate bill
in the Senate, sponsored by Sen. Christopher J. Dodd (D-Conn.), would go even



further, prohibiting companies from applying a variety of charges. The measure
includes capping over-limit fees at one per billing period, allowing no interest
charges on fees and no fees to make a payment. The legislation also would prevent
companies from raising interest rates at any time for any reason and limit
aggressive marketing by card issuers aimed at borrowers under 21.

Industry sources said the president will tell the executives on Thursday that he
wants to go further than the House bill without specifically endorsing all of the
provisions of Dodd's bill. Administration officials confirmed that the president
will push for stronger rules in some areas than those proposed in the legislation but
is "broadly supportive"” of the bills working their way through Congress.

Obama has been calling for new regulation of credit card lending since the
campaign trail. Treasury Secretary Timothy F. Geithner endorsed curbs on the
credit card companies in remarks several weeks ago.

White House aides declined to discuss the specific agenda for Thursday's meeting.
A senior White House official described it as an "outreach meeting" and said "any
assumption that we would invite representatives in to simply stomp our feet and
lecture about what they must do or else is simply inaccurate.”

Press secretary Robert Gibbs said yesterday that administration officials will make
clear to the executives that Obama would like them to take action voluntarily but
that he supports legislation to force restrictions on their lending practices if they
refuse.

"The administration and, | think, the public in general would be happy if some of
the practices that they and others find offensive are ended -- would be a good step
in the right direction. That I don't doubt,” Gibbs told reporters.

He added that the White House will not be shy about "pursuing a course through
Congress that would provide fairness and transparency to this process."

White House officials are hoping to avoid a repeat of the situation that followed
disclosure of the multimillion-dollar bonuses at insurance giant American
International Group, when a public outcry led to congressional action that Obama
felt went too far. In that case, Obama initially expressed his outrage about the
bonuses, but later was forced to ratchet back his rhetoric to keep lawmakers from
taking actions that might threaten the government's efforts to bail out the banks.

Gibbs made clear yesterday that Obama shares the public's frustration -- and even
anger -- about credit cards. Asked whether the president is angry at the practices of



credit card companies that have received government lifelines, Gibbs said the
emotions are directed more broadly.

"Well, I don't think the anger just is for bailed-out companies," he said. "l mean,
there are companies that aren't getting money from the federal government that are
involved in practices where people see their credit card rate skyrocket
unbeknownst to them or contained in paragraph 14 of some very small writing at
the very end of a credit card contract."

Representatives of some credit card companies have been tight-lipped about what
they expect at the meeting.

"We hope there to be a useful dialogue about the state of the economy, the ability
of lenders to make loans in this challenging environment, and the potential
negative impact that further policy initiatives may have on the provision of credit
to consumers and small businesses," said Kenneth J. Clayton, senior vice president
and general counsel of the American Bankers Association Card Policy Council.

Card issuers argue that the restrictions imposed by the Fed already will reduce the
availability of credit, particularly to marginal customers, and will force them to
hike interest rates. They say additional limits will only heighten both trends at a
time when the government is trying to increase lending.

""We're decreasing the availability and increasing cost when we want to be
moving in the opposite direction," said Scott Talbott of the Financial Services
Roundtable.

But members of Congress hailed the White House's involvement.

"I welcome President Obama's support for our efforts to crack down on abusive
and predatory credit card practices,” Dodd said. “"We will only fully recover from
this economic crisis when we put an end to the abusive practices that continue to
drive so many Americans deeper and deeper into debt."

Consumer advocates said the White House's support could add momentum to
congressional efforts to crack down on the industry.

"Many families who have been hit by unjustified and financially destabilizing
credit card interest rate increases recently are asking why their taxes are
supporting these practices," said Travis Plunkett, legislative director of the
Consumer Federation of America. "The White House could be decisive in
prodding Congress to enact a proposal that curbs a wider array of abusive
practices than the Federal Reserve rule and takes effect more quickly."



Lenders Battle Lawmakers Over Letting Courts Modify Mortgages
By Renae Merle

Washington Post

April 21, 2009

As lenders begin to implement the Obama administration's foreclosure rescue
program, Senate Democrats are wrangling with the financial services industry over
a key part of the plan that would permit bankruptcy judges to cut the principal
owed by mortgage borrowers.

Congressional and industry officials said progress is being made, but no deal has
been struck. Major lenders, including Bank of America, Wells Fargo and J.P.
Morgan Chase, negotiated with Sen. Richard J. Durbin (D-I11.), who is leading the
effort in the Senate, through the recent two-week recess, officials said. The banks
declined to comment.

"We're certainly making progress but have yet to reach an agreement," said Max
Gleischman, Durbin's spokesman.

Under the proposal, a bankruptcy judge could change the terms of a distressed
homeowner's mortgage to make it more affordable, including lowering the
principal balance or interest rate, a process known as a cramdown. The measure
passed the House by a wide margin last month, but then stalled. Senate leaders
hope to reach an agreement and vote by Memorial Day. The Obama
administration has said the measure is an important part of its efforts to reduce
foreclosures.

The negotiations, which have also included the Credit Union National Association,
have touched on provisions pushed by the financial services industry to blunt the
impact of the change. For example, lenders want the cramdown authority to expire
by 2014. There is also debate about how to make bankruptcy modification the last
resort for borrowers.

"Any legislation should include a provision requiring the borrower to consider an
offer of a modification -- one sanctioned by the government or something as
effective -- before a cramdown can be considered,” Rick Simon, a Bank of
America spokesman, said in a statement. "This would give servicers incentives to
provide workouts and borrowers an incentive to use them and avoid bankruptcy."

It is unclear whether even the support of major lenders would be enough to bring
along the rest of the financial services industry, which has argued for years that
cramdowns would drive up losses and that homeowners would flood bankruptcy



courts. One of the largest banks, Citigroup, threw its support behind the process
earlier this year. But the Mortgage Bankers Association and American Bankers
Association, major industry groups, are not part of the current negotiations, and
congressional Republicans continue to resist the provision.

The provision "fundamentally alters the way mortgage lending is done and
actually hurts the housing market. Lenders and borrowers are the best people
to change the terms of the mortgage,™ said Scott E. Talbott, senior vice
president of government affairs of the Financial Services Roundtable, another
industry group.

The Independent Community Bankers of America had been observing the
negotiations, but walked away last week, said Camden Fine, president of the
group. "Basically we were told by the senators that are involved that we either had
to agree in principle to some sort of cramdown provision or we couldn't stay in the
room," Fine said. "And we could not agree to that because we don't agree in
principle.”

Key Democratic lawmakers have attempted to gain support from some lenders by
bundling the legislation with a provision to lift a cap on how much credit unions
can lend to small businesses. Some lawmakers have also offered to increase the
Federal Deposit Insurance Corp.'s borrowing authority. Banks want the borrowing
authority raised to prevent a hefty special assessment from the FDIC.

"We just don't believe that cramdowns should in anyway be linked to FDIC
borrowing authority," Fine said.

U.S. aims to crack down on credit card issuers
By James Oliphant

Los Angeles Times

April 21, 2009

Reporting from Washington — The Obama administration is moving to rewrite
the rules of the game for credit card lenders, vowing to crack down on high
interest rates and predatory practices it says contributed to the economic crisis.

The drive, which comes as Congress takes up competing plans to impose greater
regulation and oversight on card companies, faces stiff resistance from the
industry. Companies warn that proposed bills could tighten credit and damp the
increased consumer spending they say is necessary for economic recovery.

On Thursday, President Obama and his chief economic advisor, Lawrence H.



Summers, will meet at the White House with executives from leading credit card
issuers, such as American Express Co., Bank of America Corp., Visa Inc., Capital
One Financial Corp. and MasterCard Inc.

Many of those lenders have raised interest rates substantially as the recession has
deepened, and defaults and delinquencies have shot up.

Summers said Sunday that the president was focusing on such credit card abuses
as those "having to do with the way people have been deceived into paying
extraordinarily high interest rates that they wouldn't have paid if they knew what
they were getting themselves into."

On Monday, White House spokesman Robert Gibbs said there were several goals
for the Thursday meeting.

"There are meaningful uses for credit, obviously, in this economy," Gibbs said.
"What we want to do is make sure that people have access to credit, but you can
also do this in a way that's transparent and fair."

Also this week, members of the House Financial Services Committee will consider
a bill by Rep. Carolyn B. Maloney (D-N.Y.) referred to as the Credit Cardholders'
Bill of Rights. The measure takes its name from Obama's pledge in the presidential
campaign to provide more protection for consumers from arbitrary interest rate
hikes and late fees.

One thrust of the Maloney bill, which also is backed by Financial Services
Committee Chairman Barney Frank (D-Mass.), would call for clearer labels on the
financial products, similar to those used for food. The White House wants a
system that rates credit card offers for consumers, Gibbs said.

The Maloney bill is similar to rules the Federal Reserve will put into effect in
2010.

A version of the bill passed the House last year with significant Republican
support. Maloney said Monday that she hoped for quick congressional action on
the measure.

That may give it a stronger chance of survival than the competing proposal offered
by Sen. Christopher J. Dodd (D-Conn.), which provides for more extensive federal
oversight and has drawn sharper opposition from the industry.

"I have high hopes we can pass the House again, work out differences with the
Senate's version and get this to the president's desk before summer," she said.



The Dodd bill dictates when lenders could increase interest rates and would
prevent rate hikes when a cardholder has stayed current on payments even if the
holder's overall credit score has declined.

Lobbyists such as Scott Talbott of the Financial Services Roundtable, an
industry trade group, warn that a draconian approach will restrict the flow of
credit to consumers and inhibit economic recovery.

"*Some people will be denied credit, and everyone else will be paying more,"
Talbott said. ""Our economy is driven by consumer purchases. Credit cards
are used to make a lot of those purchases."

In a letter last month, Floyd Stoner, a lobbyist for the American Bankers Assn.,
said Dodd's bill "would exacerbate the problems facing the U.S. economy by
Imposing serious restraints on card lenders' ability to serve consumers and small
businesses."

Dodd has taken a strong stand against credit card issuers at a time when he has
shown political vulnerability for his perceived ties to the financial sector,
particularly insurance giant American International Group Inc.

Polls show Dodd, who is up for reelection next year, trailing his Republican
opponent, former U.S. Rep. Rob Simmons.

Push to left seen ahead of 100th Day
The Hill

By Alexander Bolton

April 20, 2009

Senate Democrats hope to boost President Obama’s credentials among the party’s
left wing by advancing several legislative measures in the final stretch of his first
100 days in office.

The forthcoming agenda includes granting bankruptcy judges the power to write
down mortgages for homeowners in default and possibly tying war funding to
benchmarks that could lead to a speedier withdrawal from Afghanistan.



Some liberals have expressed disappointment that Obama has been willing to
compromise with Republicans and conservative Democrats on key issues, ranging
from the bailouts of multinational banks to the inclusion of the Alternative
Minimum Tax patch in the economic stimulus.

Others grumble about Senate Democrats not including reconciliation protection
for healthcare reform or a carbon emissions tax in the budget resolution that
passed before the April recess.

In the area of foreign policy, some liberals fear that a U.S. troop surge in
Afghanistan, a plan crafted with Defense Secretary Robert Gates, a Republican,
could devolve into a quagmire.

But critics on the left will approve of the agenda that Senate Majority Leader
Harry Reid (D-Nev.) and his aides have sketched out in a mix of public statements
and private conversations. The bills under consideration will begin gathering
momentum as Congress hits the end of Obama’s first 100 days on April 29.

The Senate this week will take up legislation designed to crack down on mortgage
fraud. While the legislation is relatively non-controversial and has the support of
senior Republican Sen. Chuck Grassley (lowa), it will earn points on the left by
laying the blame for the housing crisis at the feet of unscrupulous lenders.

While conservatives argue that homeowners who overstretched themselves
deserve a hefty portion of the blame, liberal advocates counter that lenders conned
many low-income borrowers. (Banking industry lobbyists don’t oppose the bill but
say that current laws are adequate to prosecute fraud.)

Reid also wants to take up a railroad antitrust bill that would target “price
gouging” freight companies, rhetoric that calls to mind the trust-busting populism
that flourished at the turn of the 20th century.

Business lobbyists say a “wave of populism” has swept the Congress, which
means various industries may have to swallow bitter pills as President Obama and
Democratic leaders try to reshape the economy.



Liberal activists say the goal is to transform the economy from a “borrow and
spend” model where the rich get richer to one where the government helps middle-
class Americans share more of the wealth.

Bob Borosage, a leading liberal and co-director of the Campaign for America’s
Future, said Obama has “laid out a vision and a strategy in detail for moving from
a country that borrows and spends to one that saves and invests.”

At the top of Senate Democrats’ list is a banking provision known as “cramdown”
that would allow bankruptcy judges to lower the principal amount owed for
mortgages in default. Senate Democratic Whip Dick Durbin (l11.) is in the midst of
negotiating a deal with four major banking interests: Wells Fargo, JPMorgan
Chase, Bank of America and the Credit Union National Association.

Reid would like to pass housing legislation in the next few weeks with a
“cramdown” measure, which banking lobbyists have called a gift to liberal, pro-
consumer advocates.

“This is part of the liberal, pro-consumers’ agenda, along with credit cards
and mortgage reform. The wave of populism that has swept through
Congress has made it more probable,” said Scott Talbott, senior vice
president of government affairs at the Financial Services Roundtable.

Liberals would like Obama to take a harder tack against banks and on other issues.

“There are a whole range of economists who think [Obama] should be bolder in
taking banks in receivership and reorganizing them instead of muddling through,”
said Borosage, who added that he is skeptical of the president’s plan for reviving
the nation’s banking system.

“We ought to use this crisis, when a large number of banks are insolvent, to
reorganize, restructure, reduce the size and re-regulate.”

In the next few weeks, Reid plans to quell some of the ire over the federal banking
bailout by targeting a favorite villain of populists: the Wall Street robber baron.
More specifically, Reid will address bonuses received by executives at banks that
received federal bailout money.



Senate Finance Committee Chairman Max Baucus (D-Mont.) may unveil a bill
dealing with executive compensation as soon as this week, said a Democrat
familiar with his progress.

The details of the bill are not yet public, but it is said to offer a broader solution
than legislation the House passed last month. That bill would tax 90 percent of the
bonuses received by highly paid executives at companies receiving significant
federal bailout money.

The Senate may also consider legislation funding the war in Afghanistan that
would impose benchmarks that could lay the groundwork for a speedier
withdrawal of U.S. troops from the escalating conflict. The military spending bill
could hit the Senate floor next month.

Several liberal lawmakers are worried the mission may become a quagmire and
are second-guessing Obama’s plan to send more soldiers.

“On this issue | have deep reservations,” Rep. James McGovern (D-Mass.) told
The Hill. “I get this sinking feeling that we may be getting sucked into something
that we won’t be able to get out of.”

Reid supports benchmarks for Afghanistan, according to an aide.

Obama to lean on credit card CEOs
By Jennifer Liberto
CNNMoney.com

April 21, 2009

WASHINGTON (CNNMoney.com) -- Are the stars finally aligned for a
Washington crackdown on credit cards?

President Obama on Thursday will attend a meeting of administration officials and
card company executives. He is expected to press CEOs to adopt practices
designed to protect consumers.

Meanwhile, Congress is pushing ahead on legislation that in past years has been
introduced - and even approved by the House - but that has never advanced very
far.



This year might be different. Many insiders on both sides of financial services
Issues say they expect legislation to ride the populist wave that swept Democrats
into the White House and to Congress in greater numbers.

A key House committee could vote as soon as Wednesday.

"If not now, then when?" asked Kathleen Day of the Center for Responsible
Lending. "The momentum is certainly there."

The bills would, among other things, ban card companies from abruptly jacking up
interest rates and fees and prevent young adults from getting credit cards.

But if the bills advance all the way to President Obama's desk, it won't be without
a fight.

Even as legislation last week moved further than ever before, financial sector
lobbyists are redoubling their efforts to knock it off course. Their aim: prevent
Congress from passing anything stronger than new Federal Reserve changes
already set to take effect in July 2010.

Banking lobbyists warn that tougher rules, especially those proposed in the Senate,
could make credit card lending more costly or curb the issuance of new cards - and
in turn slow the recovery of slumping credit markets.

The credit card sector gave as much as $7.3 million to lawmakers in both political
parties during the 2008 election cycle, according to the Center for Responsive
Politics. Since last October, Visa spent $1.7 million on lobbying, according to
government lobbying registries.

Meanwhile, credit cards are weighing on consumers' minds and wallets. In
February, credit card debt that companies can't collect - and thus give up on and
write down - reached a 20-year high, according to Moody's Credit Card Index. The
rate at which consumers made late credit card payments also rose to a 17-year
high.

"Lots of people are calling and writing their representatives and saying: "You can't
let these guys get away with this," " said Travis Plunkett a lobbyist with the
Consumer Federation of America.

Obama hasn't indicated his preference on existing credit card legislation. During
the campaign he advocated for many of the same reforms that the tougher Senate
bill proposes, such as banning credit card issuers from making "unilateral
changes to the consumer's contract.



If Congress does nothing, Federal Reserve rule changes set to kick in next year
would stop higher interest rates from being imposed when consumers are late
paying unrelated bills. The changes also stop companies from averaging finance
charges from two previous cycles, a practice that dings consumers who carry a
balance and pay it off.

The House bill, sponsored by Rep. Carolyn Maloney, D-N.Y ., is similar to the
Federal Reserve changes, with a few more reforms. It would also prevent card
companies from marketing and issuing cards to those younger than 18. And it bans
credit card companies from charging a fee for payments made over the phone.

"For too long the playing field has been tilted against the American consumer as
they have battled against unfair and deceptive acts and practices related to their
credit cards,” Maloney said while presenting the bill earlier this month.

A similar bill she sponsored last year passed the U.S. House but never made it out
of a Senate committee.

This year, credit card legislation made it out of a Senate committee, but just
barely, by 12-11. The Senate bill is even tougher than the House bill, preventing
credit card issuers from raising interest rates and fees even if the consumer's
general credit risk goes up.

A top industry advocate, Scott Talbott of the Financial Services Roundtable,
said that if credit card companies can't charge fees and interest based on
general risk, all card holders will have to pay more because customers with
good credit scores will have to subsidize those with weaker credit scores.

"It's going to reduce credit and make it more expensive for everyone," he
said. "That's not what we need for the financial markets."

Many Senate Republicans and a few Democrats have said they don't like the
Senate's legislation, making passage unlikely without concessions. The sponsor,
Sen. Chris Dodd, D-Conn., has said he's willing to consider some compromises.

The Senate bill also prevents those under 21 from getting credit cards unless a
parent or guardian backs them up or if they take a government-approved financial
literacy test. The Senate bill also prevents retailers from charging "dormancy™ fees
on gift cards that aren't redeemed within a certain period of time.

While veterans political watchers expect a credit card bill of some type to pass this
year, the bill may also give the financial sector industry a couple of things they've



been seeking. For example, in an attempt to woo the industry, the Senate bill now
also offers an unrelated that banking interests like.

It would increase Federal Deposit Insurance Corp.'s ability to borrow from the
Treasury to $500 billion, up from $100 billion. It also allows the National Credit
Union Administration to borrow from Treasury up to $18 billion, up from $6
billion.

Bernanke's Leader Contacts Detailed
By Steven Sloan

American Banker

April 21, 2009

In the first two months of the year, Federal Reserve Board Chairman Ben
Bernanke met with Treasury Secretary Timothy Geithner 17 times, according to
central bank records obtained by a professor at the University of Pennsylvania's
Wharton School.

Some of the meetings included receptions for Geithner and conference calls that
also involved Federal Deposit Insurance Corp. Chairman Sheila Bair and
Comptroller of the Currency John Dugan. Still, Bernanke's frequent encounters
with Geithner demonstrate how closely the Fed chief is working with the Obama
administration's lead economic policymaker.

Other top administration officials who have met with Bernanke include Lawrence
Summers, the head of the National Economic Council; Christina Romer, the head
of the Council of Economic Advisers, and Paul VVolcker, the former Fed chairman
who is now a top economic adviser to President Obama.

The records received by the Wharton School's Ken Thomas say Bernanke also
frequently met with lawmakers, including House Speaker Nancy Pelosi, Senate
Majority Leader Harry Reid, Senate Banking Committee Chairman Chris Dodd
and House Financial Services Committee Chairman Barney Frank. He also sat
with Sen. Richard Shelby of Alabama, the top Republican on the Senate banking
panel, and held a call with Sen. Arlen Spector, R-Pa.

Banking and other financial issues were clearly a priority in Bernanke's schedule.
He met twice with Larry Fink, the chairman and chief executive of BlackRock
Inc., and once each with Lloyd Blankfein, the chief executive of Goldman Sachs
Group, and the Financial Services Roundtable board of directors. He also
spoke with Ford Motor Co. chief executive Alan Mulally.



Bernanke was also in contact with several foreign heads of state during the period,
including British Prime Minister Gordon Brown and Australian Prime Minister
Kevin Rudd.

TARP Working?

CNBC, The Power Grid

April 21, 2009

Scott on CNBC’s The Power Grid

Link: http://www.cnbc.com/id/15840232?video=1099002753&play=1

Foreclosure workshop; HOPE NOW is hosting two days of workshops at the
Miami Beach Convention Center

Monica Hatcher

The Miami Herald

April 21, 2009

The HOPE NOW Alliance, a private consortium of mortgage companies and
nonprofit counselors whose mission is to prevent foreclosures, will host free
workshops for homeowners at the Miami Beach Convention Center Wednesday
and Thursday.

More than 20 mortgage companies and loan servicers will have representatives at
the event, which runs 2-8 p.m each day. They will work one-on-one with
borrowers at risk of foreclosure to keep them in their homes through loan
modifications or by other means.

As many as 6,000 South Florida homeowners are expected to attend the workshop,
which is being co-sponsored by NeighborWorks America, a HUD-certified
nonprofit.

Lenders and servicers said they had helped 134,000 borrowers nationally in
February through loan modifications, according to HOPE NOW.

About 110,000 were assisted through repayment plans that help borrowers catch
up on delinquent payments but do not involve restructuring the loans through
interest-rate reductions or loan-term extensions.

The Alliance said February's numbers do not reflect new efforts by lenders to
restructure loans under the Obama administration's Making Home Affordable plan
announced in February.


http://www.cnbc.com/id/15840232?video=1099002753&play=1

That plan, which consists of both a loan modification and refinance program, is
expected to help 9 million homeowners avoid foreclosure.

Homeowners who go to the workshops this week should bring documentation of
their income, expenses, debts, and mortgage to be fully prepared to sit down with
their servicer.

For more information, call the HOPE NOW hot line at 888-995-HOPE or visit
www.hopenow.com.

Here's a list of services and lenders participating: American Home Mortgage,
Aurora Loan Services, Bank of America, Carrington, Chase, Citi, Countrywide,
EMC Mortgage, GMAC/Homecomings, Home Loan Services/First Franklin,
HSBC, IndyMac Bank, Litton, National City, Ocwen, Saxon, Select Portfolio,
Suntrust Mortgage, Taylor, Bean & Whitaker, Wachovia, Washington Mutual,
Wells Fargo, Wilshire. Link

Financial Misconduct Alert No. 1: lllegal Loan Modification Schemes
Wayne Parsons

InjuryBoard.com

April 20, 2009

As Foreclosures rise desperate homeowners are being victimized by illegal or
misleading offers of help from a myriad of companies. The companies often
charge up front fees and lull frightened homeowners into thinking that they can get
relief from their mortgage when it is highly unlikely any help will be forthcoming.
In a time of city riots or natural disasters they call this "looting™. In 2009 it is
called financial misconduct.

As reported in Boston.com last week:

The Obama administration announced a multi-agency effort yesterday to combat
loan modification scams, which government officials said are preying on
distressed homeowners searching for help.

Financial crooks are attempting to trick homeowners looking for help from the
Obama administration's foreclosure prevention plan entitled Making Home
Affordable. That plan calls for lenders to receive a federal subsidy in return for
lowering a homeowner's monthly payments to affordable levels. Treasury
Secretary Timothy Geithner directed the Financial Crimes Enforcement Network
to help lenders spot loan modification scams and streamline and coordinate law
enforcement efforts. A housing nonprofit group, NeighborWorks, will administer
a $6 million program to warn and educate homeowners about the scams.



http://www.hopenow.com/
http://www.miamiherald.com/business/story/1009655.html
http://www.boston.com/
http://makinghomeaffordable.gov/
http://makinghomeaffordable.gov/
http://www.fincen.gov/
http://www.nw.org/network/home.asp

Watch out for scams that use names that make them appear to be legitimate groups
offering help. Be wary of any company with the word "hope" in their title, similar
to Hope Now, an alliance of mortgage lenders, and Hope for Homeowners, a
foreclosure prevention program run by the Department of Housing and Urban
Development (HUD), according to federal officials. Hope Now and Hope For
Homeowners are legitimate but others may be scams. One tip is to note that the
services provided by Hope Now and many nonprofits are free, said Faith
Schwartz, the head of the nonprofit group. Link

Big Boi, Mary J. Blige Spread Hope to Foreclosure Victims
ATLien

“Straight From the ‘A’” Blog

April 20, 2009

Antwan “Big Boi’ Patton and Mary J. Blige sit beside Reynoldstown
neighborhood resident Paris Rhoden, 44, who used the services of Resources for
Resources and Communities to find a place to live. Blige and Big Boi were part of
a foreclosure seminar in Atlanta on Saturday, April 18, 2009 as part of the
“Bringing Hope Home” tour to prevent foreclosure.

“Anything they need from me, I’m here,” said Big Boi, fellow ATLien and half of
the duo OutKast. “I’d see all these boarded up houses and think “‘What’s going on?

The tour of hard-hit cities, including Newark, Miami and Cleveland, made Atlanta
its second stop. During stops in Reynoldstown, Kirkwood and downtown, celebs
and counselors warned about for-profit counseling scams and urged people to call
free resource centers. The number of calls from Georgians to the Hope hotline
more than doubled in 2008.

“It’s free help, it’s confidential,” said Suzanne Boas, president of the Atlanta non-
profit Consumer Credit Counseling Service, a service that handles hotline calls
and local counseling. “You really don’t need to feel embarrassed — you do need
to reach out.” (More)

The bright blue and yellow Bringing Hope Home tour bus rolled through Atlanta
over the weekend plastered with number of the hotline for the foreclosure
prevention group Hope Now Alliance, based in Washington, D.C. They’re next
stop is Miami for a similar workshop. If you missed last weekend’s seminar and
need assistance, it’s not too late. Contact them at 888-995-HOPE for more
information. Link


http://www.hopenow.com/
http://hopeforhomeownersact.us/
http://www.fsround.org/hope_now/pdfs/February12-FaithSchwartzRemarks.pdf
http://www.fsround.org/hope_now/pdfs/February12-FaithSchwartzRemarks.pdf
http://honolulu.injuryboard.com/miscellaneous/financial-misconduct-alert-no-1-illegal-loan-modification-schemes.aspx?googleid=260964
http://straightfromthea.com/2009/04/20/big-boi-mary-j-blige-spread-hope-to-foreclosure-victims/
http://straightfromthea.com/2009/04/20/big-boi-mary-j-blige-spread-hope-to-foreclosure-victims

AP Exclusive: Fed tests harder on regional banks
By Daniel Wagner

Associated Press

April 21, 2009

WASHINGTON (AP) — The government is giving Wall Street banks a helping
hand. But this time it's not a handout.

The federal bank "stress tests" rate the individual loans held by big regional banks
as riskier than the complex troubled assets held by the industry titans, according to
a Federal Reserve document obtained by The Associated Press.

That approach could threaten some major regional banks while making the
national banks appear in better shape when the government releases the results of
the tests next month.

Regulators are administering the tests to 19 large financial firms to determine
which banks are healthy, which need more help and which might fail if the
recession worsens.

Under one scenario, the tests assume banks will see "no further losses" on the
complex securities, according to the document obtained by AP. By contrast, it
estimates that individual loans will lose up to 20 percent of their value.

Regional banks are holding more individual loans and fewer of the securities Wall
Street giants specialize in — complex derivatives backed by huge pools of
mortgage-backed loans and other debt.

Analysts say regulators are probably favoring the largest banks because if even
one failed, it would pose a grave financial risk. Banks that deal in securities are
more connected to other corners of the global financial system.

Regulators also face pressure to highlight the weaknesses of some banks.
Otherwise, critics will dismiss the tests as a whitewash. That could undermine one
aim of the tests — restoring confidence in the banking system.

The approach spelled out in the Fed document "certainly penalizes those banks
that are more involved in traditional banking, which frankly have been performing
better in recent months,"” said Wayne Abernathy, a former Treasury Department
official now with the American Bankers Association.



He said banks' loan portfolios have lost only about 5 percent of their value so far,
while the values of complex securities are down 30 to 40 percent.

The securities are held mostly by banking titans like Citigroup, JP Morgan Chase,
Bank of America and Goldman Sachs. Their value is based on the performance of
vast pools of underlying loans.

As defaults on the underlying loans spiked last year, investors lost confidence in
the value of the assets. Individual loans have lost less value because their prices
are tied more closely to actual defaults.

A Treasury Department spokesman referred questions to the Fed. A spokesman for
the Federal Reserve declined comment.

Scott Talbott, a banking industry lobbyist with Financial Services
Roundtable, said it's hard to conclude that the method discriminates because
there are vast differences among all the companies on the list, regardless of
size.

Regulators are administering the tests to all financial institutions with assets of at
least $100 billion. The 19 institutions on the list include an insurer, Wall Street
brokerages and regional banks, such as Cincinnati-based Fifth Third Bancorp and
Cleveland-based Keycorp.

A spokeswoman for Fifth Third Bancorp said the bank would not comment.
Keycorp did not respond to requests for comment. The bank said Tuesday it lost
$488 million in the first quarter, partly from a large increase in what it sets aside to
cover loan losses.

Some other regional banks on the test list also reported disappointing quarterly
earnings Tuesday, reflecting steeper losses as people fell behind on loan payments.
U.S. Bancorp's profit fell 61 percent, Regions Financial's 92 percent.

The Fed document obtained by AP doesn't mention any bank by name. And no
sources or regulators would discuss any bank's performance on the tests. But some
analysts have said a poor showing on the test could hammer a bank's stock or the
broader market.

"The market is now pricing in an expectation that these reports are going to be
pretty good," said Lawrence Brown, an accounting professor at Georgia State
University. "So | think the downside risk is bigger than the upside potential.”



Douglas Elliott, a former investment banker at JPMorgan now at the Brookings
Institution, said only test results that reveal "substantial capital needs"” will have
credibility.

Once the results are announced May 4, regulators are expected to put the firms
into three groups: those that are healthy, those that need more money to stay
healthy and those at risk of failure.

The approach in the Fed document could help keep the largest banks out of the
weakest category. That would avert the risk that bad news about the biggest banks
could set off a market panic.

But it won't help the banks lower on the list. They could face pressure from
speculators using share prices, futures and options to set off a wave of selling.
Investors "already are preparing their strategies," Abernathy said.

Treasury Secretary Timothy Geithner told a congressional panel overseeing the
federal bailouts that “the vast majority" of banks have more capital than they need.
He said regulators would decide when banks will be allowed to pay the
government back.

In the stress tests, regulators are putting banks through two scenarios. One reflects
forecasters' expectations about the recession. The other assumes a more severe
recession than expected.

Both tests measure losses that banks could face over the next two years against the
cash cushions they hold to protect against those losses.

For the test that uses current expectations for the recession, banks can value
securities as they have in recent filings. But losses for loans are estimated to range
between 5 and 12 percent for mortgages and as high as 17 percent for credit cards.

Under the test that assumes a more severe recession, loan losses are projected at 7
to 20 percent. Securities in that test would be marked down based on market
disruptions during the second half of 2008.

Geithner, Gregg, Airlines and more

PBS Nightly Business Report

April 21, 2009

Link: http://www.pbs.org/nbr/info/local-player.html?s=nbre07s252404c4
Scott is on at 4:07

Text:


http://www.pbs.org/nbr/info/local-player.html?s=nbre07s2524q4c4

STEPHANIE DHUE, NIGHTLY BUSINESS REPORT CORRESPONDENT:
Critics have lashed out at the terms given banks like Citigroup, claiming high risk
and little reward for taxpayers. Treasury Secretary Geithner defended the bailout
plan before the oversight panel.

TIMOTHY GEITHNER, TREASURY SECRETARY: We are not a private
investment. We are the government of the United States. When we act to provide
assistance for banks, we don't do it for the benefit of those banks. The cost/benefit
returns to the American economy, you cannot evaluate by looking at the narrow
financial terms of that particular transaction.

DHUE: His concern is the bigger picture.

GEITHNER: You have to look at the action through the prism of what motivated
us, which is to how to make sure we have a financial system that is stable, able to
lend, support recovery.

DHUE: Worried about government limits on executive pay and interference in
their business, seven smaller banks have applied to repay their TARP loans.

Goldman Sachs, JPMorgan Chase and Bank of America also want to return the
money. But Geithner says the issue is more than any one bank’s balance sheet.

GEITHNER: The critical thing we care about is whether the system as a whole is
In a position where it has the capacity to support the credit that recovery requires;
that is the ultimate test.

DHUE: Former Senator John Sununu wants that test to have a clear answer.

JOHN SUNUNU, MEMBER, CONGRESSIONAL OVERSIGHT PANEL.:
Objectivity in this regard is absolutely essential. Otherwise, you re going to be
creating more uncertainty than you intend and you'll be eventually doing more
harm than good.

DHUE: The banking industry says it should be easier to return taxpayer money.
Scott Talbott of the Financial Services Roundtable says that hasn't been the
case so far.

SCOTT TALBOTT, SR. VP, FINANCIAL SERVICES ROUNDTABLE: You
have to figure out the price of the warrants. You have to negotiate with
Treasury over the price of the warrants that were issued when the original
check was cut and that's proven to be very difficult.

DHUE: Treasury is also figuring out just how much information to release about



its stress tests of the nation’s largest banks. Geithner says whatever's disclosed,
the idea is to lift the cloud of uncertainty overhanging the industry. Stephanie
Dhue, NIGHTLY BUSINESS REPORT, Washington.

Geithner stays positive on banks
By Kevin G. Hall and Greg Gordon
McClatchy Newspapers

April 21, 2009

WASHINGTON - Days before his agency releases key details of unusual tests to
measure the health of the nation's 19 largest banks, Treasury Secretary Timothy
Geithner told a watchdog panel Tuesday that the "vast majority" have sufficient
capital, implying there's little need for more injections of taxpayer money.

Geithner resisted revealing too much about bank-rescue efforts, which are still
being completed, in the face of tough questions from the Congressional Oversight
Panel, which was created to monitor the Troubled Asset Relief Program, born in
last year's $700 billion Wall Street bailout.

He acknowledged, however, that there have been "significant declines in lending
for consumer loans and for commercial and industrial loans" despite all the bailout
efforts to date.

As the treasury chief testified, protesters waved pink signs behind his head that
read: "Give us our $$$3$ back" and "Where's our money?" Elizabeth Warren, the
panel's chairman and a Harvard University law professor, chose not to eject them,
allowing the protest to be televised throughout the nearly two-hour hearing.

Chief among the panel's concerns were the recently concluded stress tests, through
which federal bank regulators sought to gauge whether the biggest banks have
enough capital to withstand a deeper economic downturn. A report on the
methodology used in the tests is expected to be made public Friday, followed by
the actual results in a yet-to-be-determined form on May 4.

The banking sector as a whole gets a passing grade, Geithner signaled on Tuesday.

"Currently, the vast majority of banks have more capital than they need to be
considered well capitalized by their regulators,” even if conditions worsen,
Geithner told the panel.

The Treasury Department is in a tough position because some banks that did well
under the stress testing, including Goldman Sachs and J.P. Morgan Chase, have



said so. Others, such as Bank of America, have said nothing, contributing to a 24
percent slide of the Charlotte company's share price on Monday.

Banks deemed to have insufficient capital have six months to raise it in the private
sector or have the government step in and take an ownership stake. This may
happen sooner rather than later because investors can deduce from bank chiefs'
public comments who the troubled banks are.

"Treasury is in a box on reporting,” said Scott Talbott, chief lobbyist for the
Financial Services Roundtable, which represents many large financial
institutions. "'If they release the individual [bank] results, it could threaten
the safety and soundness of a bank. If they don't release results, it would look
like they were hiding something."

As Geithner fielded questions, the special inspector general tapped to monitor
TARP spending sent an alarming quarterly report to Congress. Neil Barofsky said
what began as a $700 billion bank rescue effort "has evolved into a program of
unprecedented scope, scale and complexity."

The TARP has mushroomed into 12 separate programs involving taxpayer and
private funds worth up to $3 trillion, much of it vulnerable to fraud.

Barofsky said his office has initiated nearly 20 criminal investigations into
possible misuse of TARP funds. These inquiries are examining potential corporate
and securities fraud involving TARP money, tax violations, insider trading, public
corruption and fraud involving mortgage modification programs.

In Cards, Change You Can Boast About
By Stacy Kaper

American Banker

April 22, 2009

WASHINGTON — A renewed effort by the Obama administration to rein in card
practices — and a planned White House meeting Thursday with top issuers —
appear to be geared more toward winning a relatively easy political victory and
helping a critical ally than fundamentally reshaping the card industry.

Any legislation enacted by Congress is still expected to largely resemble federal
regulations scheduled to go into effect next year, with tweaks and an aim to speed
implementation.



But a publicized White House meeting — and added pressure on card companies
to support a bill — give the administration a chance to take a hard line on a
financial issue after enduring plenty of heat for helping bankers.

The effort also allows the administration to help Senate Banking Committee
Chairman Chris Dodd, whose faces longer odds of winning re-election next year
and has made card reform a top priority. His card bill has yet to win wide support
from fellow Democrats and is likely to stall unless changes are made.

"I don't think we are going to see substantive changes coming out of this," said
Brian Gardner, an analyst with KBW Inc.'s Keefe, Bruyette & Woods Inc. "It's a
good political issue to get out in front of. | think they need to be seen as doing
something. "

Both the House and Senate are working on legislation that would essentially give
the force of law to and expand upon regulations from the Federal Reserve Board
and other regulators set to go into effect in July of next year.

The House Financial Services Committee is scheduled to vote today on a bill, and
the Senate Banking Committee approved a bill by a vote of 12 to 11 on March 31.
Both the regulations and the bills would ban double-cycle billing, universal default
and prolonged payment periods. The bills also would limit fees and provide extra
protections for younger borrowers, along with some other modifications.

Though the bills are not much tougher than the Fed rules, the banking industry has
continued to oppose them, arguing that the central bank’s restrictions go too far
already.

The heart of the congressional effort appears designed to speed up implementation
of the rules. The House bill would make the rules effective a year after enactment
or June 30, 2010, whichever came first. The Senate bill would give card issuers
nine months.

The banking industry argues it needs until mid-2010 to update its systems to
comply with the new requirements.

So far the administration has indicated few specific goals for Thursday's meeting
with representatives from 15 of the largest credit card issuers and networks,
though there is speculation it could pressure the industry to support legislation.

"There are a couple of different goals,” White House Press Secretary Robert Gibbs
told reporters Monday. "This is all part of an agenda to... take a look directly at
some of these practices and make it a little bit more honest and a little bit more
fair."



Industry representatives argue that most of those concerns have already been
blunted by the Fed rules. "A lot of what the administration and others have
expressed as concerns have been dealt with a very thoughtful and deliberative Fed
process,” said Ken Clayton, the senior vice president of card policy for the
American Bankers Association.

But consumer groups continue to say more is needed.

"The Fed rules do little to combat excessive fees, which have exploded in recent
years and have become a hidden, back-end way of padding prices," said Lauren K.
Sanders, managing attorney at the National Consumer Law Center. "The Senate
bill goes farther."

(The regulators proposed changes to the rules Tuesday to make clear that they
apply to all institutions, including retail companies, that offer deferred interest
programs on their card products. Comments are due in 30 days.)

The only new element the administration has thrown into the debate is a card
rating system.

In a press conference this week, Gibbs referenced Obama's support on the
campaign trail for a credit card bill of rights that would include a rating system
designed to ban certain fees, prevent consumers from being trapped in
unsustainable interest rates and improve disclosure of terms to make them
transparent and simple to understand.

Industry representatives said Tuesday they hoped to use the White House
meeting to explain the economic conditions behind why credit is contracting
and rates are increasing. ""The point of it is to have a frank exchange of views
about the economy and the role of credit cards in the current recession, as
well as from the industry's side the importance of at-risk pricing," said Scott
Talbott, executive vice president of the Financial Services Roundtable.

Some card lobbyists acknowledged privately that with the political climate so
hostile to bankers, especially for those that accepted Troubled Asset Relief
Program funds, a face-to-face meeting with a very popular president intensifies the
pressure to cooperate.

The meeting is likely an easy way for the administration to score political points if
it helps pass a bill, even if it does not go much further than Fed regulations.
Obama and lawmakers can tout the legislation back home as a way they helped
rein in the banking sector, which is blamed for the financial crisis.



But some industry observers said the administration's policy is contradictory.
"This is a difficult meeting for the administration, because if the administration
goes out there and pushes aggressively for people to lend and not raise rates and
pushes for credit card protections, they're pushing in two directions at the same
time," said Oliver Ireland, a partner at Morrison & Foerster LLP. "You've got to
decide what you want."

The White House's involvement also appears designed to boost Dodd, who is
down in the polls and has been touting his card legislation. Last week Obama
pledged to help Dodd.

"I can't say it any clearer: | will be helping Chris Dodd, because he deserves the
help," the president told The Boston Globe.

Dodd's card bill is stuck in the Senate right now. Sen. Tim Johnson, D-S.D., voted
against the measure, and it has failed to win Republican support. Democratic
leaders needs near uniform support from their own side — and at least a few
Republican defectors — to guarantee passage.

After the Banking Committee vote, Dodd said he would need to compromise to
solidify passage of the bill. But Obama'’s spotlight on the issue could also help by
encouraging wavering senators to support the measure.

"It will put a spotlight on the Dodd bill, which helps generate attention and
support for his bill, here in Washington as well as at home," Talbott said.

Credit Union Group Drops Support For Cram-Down Deal
By Bill Swindell

Congress Daily

April 22, 2009

Throwing a kink into last-minute negotiations, the National Association of Federal
Credit Unions has come out against a potential compromise on legislation that
would give bankruptcy judges greater power to modify home mortgages, including
reducing the principal amount of the loan through a procedure known as a cram-
down. NAFCU's board has voted unanimously to oppose a broad-based cram-
down measure being negotiated by Senate Majority Whip Durbin with lobbyists
from the Credit Union National Association, JPMorgan Chase, Wells Fargo, Bank
of America and with consumer groups led by the Center for Responsive Lending.



Durbin is seeking a deal capable of attracting the support of all Democrats along
with enough Republicans -- such as Sens. Olympia Snowe and Susan Collins of
Maine -- to block an expected filibuster.

In a letter to Durbin, NAFCU President Fred Becker cited unanswered questions
about the proposal, such as how to resolve second liens and private mortgage
insurance contracts under expanded bankruptcy authority. "Unfortunately ... there
do not appear to be details available on these important issues. Without this
information, the NAFCU Board of Directors does not believe that they can fully
and fairly evaluate how this legislation will impact credit unions," Becker wrote.
"Consequently and very unfortunately, at this juncture, we cannot 'support and
defend' as your staff has requested of us." Becker added that NAFCU would like
to limit cram-down to subprime and nontraditional loans, a proposal similar to a
measure approved by the House Judiciary Committee in 2007 that later stalled.
Sen. Charles Schumer, D-N.Y ., has said he would not accept such limitations
because the housing crisis has affected even prime mortgages, while at-risk
borrowers have lost their jobs.

A Senate aide expressed surprise at NAFCU's letter, noting that the legislative
language was not final and that negotiations were continuing. The aide questioned
whether NAFCU ever intended to support a compromise. CUNA President Dan
Mica also expressed surprise. "Because we stayed at the table, we believe we are
very close to acceptable resolutions on the two issues mentioned by NAFCU in its
letter to Sen. Durbin. NAFCU would know that if they had not left the talks," he
said in a statement. "The fact is, however, no deal has been made. CUNA will
continue to work with Sen. Durbin and Senate leaders to develop a legislative
approach that limits negative impact on credit unions. This is not the time to
merely walk away." The split between the two associations could hurt efforts to
move the bill to the floor. Some banks may break away from groups such as
the American Bankers Association and the Financial Services Roundtable,
actions that could derail the bill. The measure is expected to be combined with
other provisions, such as lifting the cap on credit unions to make additional
business loans and expanding the FDIC's borrowing ability.

Obama administration to crack down on credit card companies news
Domain-b.com
22 April 2009

The Obama administration is gearing up to revise the rules of the game for credit
card lenders in a bid to crack down on high interest rated and practices it claims
contributed to the economic crisis.



The drive is the latest in a series of measures to impose greater regulation and
oversight on credit card companies. Analysts expect the drive to run into stiff
resistance from an industry that has seen an increasing number of defaults and
delinquencies in recent times.

Indeed companies have warned that the proposed measures could tighten credit
and damp the increased consumer spending that would be necessary for economic
recovery.

President Obama along with chief economic advisor, Lawrence H Summers is
scheduled to meet at the White House with executives from leading credit card
companies including American Express Co, Bank of America Corp and
MasterCard Inc, later in the day today.

Increasing defaults and delinquencies with the deepening recession has forced
many of the lenders to increase interest rates

Summers said on Sunday that the president was focusing on such credit card
abuses that have to do with people who have been deceived into paying exorbitant
interest rates that they would not have paid if they had known the real picture.

According to White House spokesman Robert Gibbs there were several goals for
the Thursday meeting. He said that there were meaningful ways for the use of
credit in the economy and what the administration wanted to make sure was that
people had access to credit but there was transparency and fairness in the credit
dealings.

Also on the cards is a bill that members of the House Financial Services
Committee will consider, referred to as the Credit Cardholders' Bill of Rights. The
measures seeks to protect consumers from arbitrary interest rate hikes and late fees
and in line with Obama's pledge in the presidential campaign.

The bill provides for clearer labels on financial products similar to those used for
food which would effectively rate credit card offers for consumers.

The bill, a version of which was passed last year with significant support from
Republicans stands a stronger chance of survival than a competing proposal that
provides for greater federal oversight.



Marolyn B. Maloney (D-NY) who has introduced the bills said that she had high
hopes that the Credit Cardholders' Bill of Rights would be passed in the House.

Industry lobbyists such as Scott Talbott of the Financial Services Roundtable
have opposed the bill, warning of restricted credit flow to consumers that
could inhibit economic recovery.

He said that some people would be denied much needed credit and everyone
would have to pay more. He added that the economy was basically driven by
consumer purchases and credit cards are being used to make many of those

purchases.

Gauging the Credibility of Credit Cards
By Katie Kindelan

Roll Call

April 22, 2009

Representatives of the nation’s largest banks and credit card companies are
working overtime this week to minimize the effect on their industry after being
thrown into an unwelcome spotlight by Congress and the White House.

The industry’s trade group, the American Bankers Association, will join
executives from the nation’s largest banks and credit card companies in a meeting
Thursday at the White House with President Barack Obama and his top aides,
including Treasury Secretary Timothy Geithner and senior adviser Valerie Jarrett.

The high-profile meeting comes as the House Financial Services Committee today
considers a bill, known as the Credit Cardholders’ Bill of Rights and sponsored by
Rep. Carolyn Maloney (D-N.Y.), that would codify new Federal Reserve
regulations issued in December aimed at curbing deceptive credit card practices.

A separate bill in the Senate, the Credit Card Accountability, Responsibility and
Disclosure Act, is sponsored by Sen. Chris Dodd (D-Conn.) and would go further
than Maloney’s bill. Among other things, it would ban a company from using a
consumer’s bad credit history as a reason to raise interest rates on a credit card.

Industry officials say that even with an imminent White House meeting, they still
don’t know whether the administration plans to endorse current legislation or
introduce a new proposal to regulate their industry. “We want to bring to the
administration’s attention the broad reach of the Fed’s rules,” said Kenneth
Clayton, the ABA’s senior vice president of card policy. “The rules go right to the
heart of the concerns the administration has expressed.”



