Res. No. 1832
..Title

Resolution calling upon the U. S. Congress to enact legislation that would increase the government’s efforts in providing credit relief and change current mortgage terms to a 40-year fixed program at a rate of 3.50 percent.

..Body
By Council Members Nelson, Comrie, James, Crowley, Eugene, Ferreras, Gentile, Gonzalez, Koppell, Martinez, Mark-Viverito, Mealy, Mitchell, Palma, Reyna, Sanders Jr., Stewart and White Jr.
Whereas, Subprime lending is often associated with predatory lending for its perceived tendency to lure unsophisticated borrowers to enter into agreements that they are incapable of honoring, thereby increasing their risk of default, seizure of collateral, and foreclosure; and

Whereas, According to the Center for Responsible Lending, over 1.5 million homes in the United States have been lost as a result of subprime mortgage foreclosure, and approximately 2 million additional homes are currently at risk of foreclosure; and


Whereas, More than 274,000 households in the United States received a foreclosure-related notice in January 2009; and

Whereas, At least 50,000 homeowners in New York City hold subprime mortgages; and


Whereas, A congressional report has found that the subprime mortgage foreclosure crisis will result in a $5.1 billion loss in housing wealth by New York State residents facing foreclosure, with an additional $4.3 billion lost by their neighbors as a result of a decline in housing values; and


Whereas, There were 15,000 foreclosure filings in the New York City in 2007, and city officials are expecting 20,000 foreclosure filings in 2009; and


Whereas, Sheila Bair, the chairperson of the Federal Deposit Insurance Corp., has proposed giving banks an incentive to reduce borrowers’ payments, such as the subsidization of interest rate decreases; and


Whereas, In November 2008, the Federal government announced that it would buy $500 billion in mortgage-backed securities from Federal Home Loan Mortgage Corporation (“Freddie Mac”) and the Federal National Mortgage Association (“Fannie Mae”), two stockholder-owned corporations chartered by the Congress in 1970 and 1968, respectively, which own or guarantee half the nation’s mortgage market; and


Whereas, Whereas, On October 3, 2008, President Bush signed into law the Troubled Assets Relief Program (“TARP”), a $700 billion financial rescue plan that is intended to help mitigate the economic crisis by, among other things, stabilizing the credit market and enabling banks to lend more; and


Whereas, The Federal government is within its rights to attach conditions to entities receiving bailout monies, much in the same way that it limited executive pay and bonuses for recipients of TARP assistance; and


Whereas, The average mortgage rate for a 30-year fixed rate mortgage for the week of February 12, 2009 was 5.16 percent; and


Whereas, An interest rate lowered to 3.5 percent, coupled with a 40-year fixed rate mortgage could be a more manageable payment plan for homeowners, ensuring a higher rate of full and on-time payments than a 30-year fixed rate mortgage with a mortgage rate of at least 5 percent; and


Whereas, Through its financial stakes in Fannie Mae and Freddie Mac, and through the agreements it has made with beneficiaries of TARP, it is imperative that the Federal government exercise its considerable muscle to ensure that lending institutions provide current and future homeowners with the most favorable conditions possible; and


Whereas, A lower interest rate and a longer mortgage would enable homeowners to afford their monthly payments while allowing them to retain money that could then be injected back into the economy through other purchasing behaviors; now, therefore, be it


Resolved, That the Council of the City of New York calls upon the U. S. Congress to enact legislation that would increase the government’s efforts in providing credit relief and change current mortgage terms to a 40-year fixed program at a rate of 3.50 percent.
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