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Re: Proposed Interagency Guidance on Nontraditional Mortgage 
Products 

Ladies and Gentlemen: 

Capital One Financial Corporation (“Capital One”) is pleased to submit comments 
on the federal banking agencies’ (the “Agencies”) proposed guidance on nontraditional 
mortgage products (the “Guidance”). Capital One commends the Agencies for the 
attention that they are focusing on these important products. 
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Capital One Financial Corporation is a financial holding company whose 
principal subsidiaries, Capital One Bank, Capital One, F.S.B., Capital One Auto Finance, 
Inc., and Hibernia National Bank, offer a broad spectrum of financial products and 
services to consumers, small businesses, and commercial clients. Capital One’s 
subsidiaries collectively had $47.9 billion in deposits and $105.5 billion in managed 
loans outstanding as of December 31, 2005, and operated more than 300 retail bank 
branches.Footnote 1 

Through its subsidiaries, Capital One Home Loans, LLC,Footnote 2 and Hibernia 
National 

Bank, Capital One offers first and subordinated mortgage loans, including traditional 
fixed-rate mortgage loans, adjustable-rate mortgage loans and home equity lines of credit. 
Among our loan offerings are “interest only” home loans by which the borrower may pay 
only interest on the loan for up to ten years. We do not offer any payment-option ARMs. 
The vast majority of our home loans are sold into the secondary market shortly after the 
loan closes. 
General Comment: A Simple Clarification of Scope is Necessary 

The Guidance addresses two kinds of mortgages under the umbrella of 
“nontraditional mortgage products:” “interest-only mortgages and “payment option” 
adjustable-rate mortgages. The various elements of guidance that the Agencies propose 
are comprehensible as applied to those two kinds of mortgages. However, the Guidance 
defines “nontraditional mortgage loans” to “include ‘interest-only’ mortgages . . . and 
‘payment option’ adjustable-rate mortgages (ARMs)” (emphasis added). Hence the 
Guidance leaves some ambiguity about whether there might be other products, not 
identified, that might be covered. For example, reverse mortgages are negatively 
amortizing, may require a balloon payment, and are often repaid by sale of the collateral 
– all aspects that are identified as subjects of concern in the Guidance – but they are 
fundamentally different products from the nontraditional mortgages that the Guidance 
addresses specifically, are designed for a fundamentally different market segment, and 
would not raise the underlying concerns that the Agencies have expressed. They should 
not be included in the scope of the Guidance and in fact are never mentioned in the 
Guidance. We urge that the Guidance be clarified by confirming that the products it 
refers to are interest-only mortgages and payment-option ARMs, and that other products 
may be covered only if the Agencies so determine upon further notice and opportunity to 
comment. 

Footnote 1 Earlier this month, Capital One announced that it has agreed to acquire North Fork Bancorporation, Inc., 
which operates over 300 bank branches throughout New York, New Jersey, and Connecticut and is the 
third-largest depository institution in the greater New York region. Capital One’s comments on the 
Guidance are based on consideration of Capital One’s current mortgage business and do not include 
consideration of North Fork’s mortgage business. That acquisition is projected to close in the fourth 
quarter of this year. 

Footnote 2 Capital One Home Loans, LLC, is an indirect subsidiary of Capital One, F.S.B. 


