LENDERS PREPARED TO DO BUSINESS DIFFERENTLY THAN IN THE PAST

Several banks in our area both large and small, have reported big losses this week. Some of these banks have highly recognizable
names in several states, other not so much. Banks and their mortgage divisions are regulated – highly regulated, by the FDIC, the OCC, the Federal Reserve and SEC. The job of these regulators is to protect the insured deposits of the banks by making sure the funds are safe and sound. They conduct examinations of each bank and stop them from doing risky loans and force them to raise capital. Because of the current credit crunch many more banks will merge or go out of business just as they have in the past year. The news of their serious problems is public record.

Moodys reports the losses and gains of banks – what’s going on with their dividends. What we are seeing is serious losses and big trouble. This means a tightening of credit is inevitable. When losses occur profits decrease. It is a simple tenet of business. Mortgage bankers, mortgage brokers and bank mortgage divisions must all answer to investors according to FHA, VA and Fannie Mae guidelines. The difference is that mortgage companies not owned by banks do not have the tightrope restrictions the banks do. To the prospective borrower, this translates to his having an easier time being approved for his home loan via a lender not connected to a bank. Mortgage lenders not associated with banks make obtaining mortgage loans easier, better, and smoother, in my experience.

Do banks serve their purpose to borrowers looking for a mortgage and can they be a better choice? Yes, especially if a bank has a special niche program or if a borrower happens to have significant assets in a bank. Many times I’ve referred borrowers to local banks when I clearly was not their wisest and best choice. What is newsworthy here, though, is that banks, pretty much all of them, are in trouble. The news is international and that means international banks have suffered as well.

Times are changing in mortgage lending, almost on a daily basis. Write offs, foreclosures and the credit crunch means we must be prepared to do business differently from even three months ago. Flexibility, patience, and the ability to work through obstacles are what those in the residential real estate business must demonstrate. Few banks or lenders of any kind can tolerate losses which have occurred over the last year, and certainly measures are being taken every day to protect against furthers losses. This news translates into being able to weather storms and cooperation among various parties to transactions in getting to a closing. A bit of good news looming is the increase in FHA loan limits. We are looking for this happen any day now, and it can’t happen fast enough. Rena Rogers is the branch manager for Pine State Mortgage in Cartersville. She can be reached at 770-387-4504 or rrogers@pinestate.com.
