     The government take over, or bail out as the case may be, of Fannie Mae and Freddie Mac have been all over the news since last week.   Fannie Mae stands for the Federal National Mortgage Association and Freddie Mac stands for the Federal Home Loan Mortgage Corporation.  Fannie Mae was created in 1938 under President Roosevelt.  Freddie Mac was created in 1970. These two organizations operate in the US secondary markets so that mortgage bankers and other lenders have enough funds to lend to home buyers at reasonable interest rates. Both organizations make funds available when US consumers need them and they provide mortgage capital.  They link worldwide capital markets to our US mortgage markets. Now the US government has taken control of them.  This takeover by the government is meant to stabilize the mortgage market by having the US government guarantee their mortgage backed securities.  According to Robert Motley, CEO of Pine State Mortgage Corporation:  “the financial markets were not functioning for conventional loans. This helps get them moving again.”  While Mr. Motley believes it was necessary, he also offers this opinion, “I do not agree the cause of Fannie and Freddie’s trouble was their management.  That is what you hear and is not true.  The government itself caused the problem at both companies many years ago.  They wanted the Wall Street and Commercial Bankers to be the leaders in the mortgage market and worked very hard to restrict and politicize the operation of Fannie and Freddie.  They succeeded and we know how the bankers on Wall Street did when they took over. They threw away all the underwriting standards established over the years by Fannie and Freddie.  It has resulted in the worst credit crisis in mortgage financing.  When the Wall Street crowd failed and exited the market it was left to FHA and Fannie/Freddie to fill the gap.  By the time this happened they were not the great companies they used to be and all mortgage financing became toxic in the financial markets i.e. the secondary market.  You can thank Wall Street for the declining house prices across the nation.  It was not something that Fannie or Freddie caused.  They always had good, sound underwriting. I concede the government had to do this but for me it is one of the saddest occurrences in my 38 year career.  Some of the people I have worked with over the years at both companies were hard working and conservative managers who helped housing in America progress to heights never imagined.  They had nothing to do with this crisis and people blame them who don’t want to see the facts.  The politicians and greed from Wall Street destroyed it.  Ironically the former Chairman of Merrill Lynch is the new CEO of Fannie Mae.  What a joke.”

     It remains to be seen if the government takeover will stabilize the mortgage market and make qualifying for conventional loan better for homebuyers. For now it was the right move, though we as taxpayers will have to absorb the losses.

     As this goes to print, down payment assistance, or DPA, looks to be extended for the foreseeable future. It has to pass through the US House of Representatives but is expected to do so.  This is wonderful news.  Once Congress got back in session, they got busy revisiting the DPA issue.  This was a grass roots effort by many nationwide to let our Congressional leaders know how valuable DPA is. Robert Motley, CEO of Pine State Mortgage Corporation was instrumental in getting DPA extended by Congress via his efforts and contacts with our Georgia congressmen, especially Johnny Isackson. We in the industry need DPA, our homebuyers need it, and our economy needs it. 

