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VIA EMAIL

August 15, 2007

Ms. Jennifer J. Johnson,

Secretary,

Board of Governors of the Federal Reserve System,
20th Street and Constitution Avenue, NW
Washington, DC 20551

Re: Docket No. OP-1288
Dear. Ms. Johnson:

I am writing from Woodstock Institute to comment on the adequacy of existing regulation
protecting consumers in the home mortgage lending market. Woodstock Institute is a
Chicago-based nonprofit research and policy organization that for o3ereds has
promoted access to affordable and responsible financial services in lower-income and
minority communities. Woodstock Institute conducted some of the first research
documenting the disproportionate concentration of subprime loans in minority communities.
The Institute has also illustrated the relationship between increased levels of subprime loans
and skyrocketing foreclosures in minority communities and quantified the impact that
foreclosures have on neighborhood property values. Woodstock Institute has worked closely
with local, state, and federal policy makers to craft legislation limiting some of the most
abusive practices in the subprime industry and worked with regulated financial institutions
to promote responsible, prime lending in minority neighborhoods. Woodstock has also
provided testimony at previous hearings on the adequacy of the Home Ownership and
Equity Protection Act (HOEPA).

We have great concerns about the regulatory response to the current crisis in the subprime
mortgage market. For years, regulatory agencies have chosen to allow mortgage loans with
extremely risky features and increasingly loose underwriting standards to proliferate the
subprime market. From 1999 to 2006, the percent of subprime loans that were 2/28 or 3/27
ARMs went from 53 percent to nearly 77 percent. At the same time, underwriting standards
in the subprime market were substantially eroding. In 2000, 23 percent of subprime loans
were low doc loans that required limited documentation of borrower income or assets. In
2006, this number increased to nearly 43 percent. Meanwhile, the equity positions of
subprime borrowers worsened. In 2000, 35 percent of subprime borrowers had loan-to-value
ratios greater than 80 percent. By 2006, this number had increased to nearly 63 percent.

While this was happening, federal regulators took no action. While we support the
protections contained in the most recent interagency statement on subprime lending (July
10, 2007), it is critical that these protections cover loans originated by all lenders. The
Federal Reserve has the power under HOEPA to approve regulations that protect consumers
from loans with unfair and deceptive terms.
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