
Plan for Mortgage Giants Takes Shape
Source: Wall Street Journal

Senate Banking Committee Chairman Tim Johnson (D-SD) and Ranking Member Mike Crapo (R-ID)
have reached an agreement on winding down the government-sponsored enterprises Fannie Mae and
Freddie Mac. The bipartisan proposal would replace the U.S.-owned mortgage financiers with
government bond insurance that would kick in only after private capital suffered losses of at least 10
percent. Fannie Mae and Freddie Mac currently own or guarantee 60 percent of all U.S. home loans.
Kevin Brown, the president of the CALIFORNIA ASSOCIATION OF REALTORS®, commented,
“Whether it's called Fannie and Freddie or reconstituted as something else, it's clear we need a
government guarantee.”

Making sense of the story

 Under the proposal, a new agency called the Federal Mortgage Insurance Corp. (FMIC) would
charge fees to issue a government guarantee on bonds. This guarantee would only be issued after
investors suffer losses of at least 10 percent.

 The agreement would aim to promote a smooth and stable transition from the old system to the
new system by providing specific benchmarks and timelines to guide the FMIC and market
participants. The FMIC would be modeled in part after the FDIC, including its regulatory
authority.

 The senators’ plan would require strong underwriting standards that mirror the definition of
“qualified mortgage,” and set down payment requirement at 5 percent (except for first-time
homebuyers at 3.5 percent).

 Affordable housing goals would be eliminated and instead, housing-related funds would be
established to ensure housing is available for all types of borrowers and renters. These funds
would be financed through a user fee on lenders that seek FMIC backing.

 Current conforming loan limits will be maintained under the agreement so that mortgage credit
continues to be available in high-cost areas.

 The plan also states that the new system will monitor consumer and market access to credit, and
provide market based incentives and transparency to serve underserved areas.

Read the full story
http://online.wsj.com/news/article_email/SB10001424052702304704504579432961053293826-
lMyQjAxMTA0MDEwMjExNDIyWj



In other news …

California's vanishing distressed housing market
Source: The Record Searchlight

The CALIFORNIA ASSOCIATION OF REALTORS® reports that California's distressed housing
market is a shadow of what it was at the height of the Great Recession. In January 2009, nearly seven of
every 10 homes sold in California were a short sale or foreclosure. This January, that number had shrunk
to 15.6 percent.

Read the full story
http://blogs.redding.com/dbenda/archives/2014/03/californias-van.html

Consumers Show Renewed Confidence in Housing Recovery
Source: DSNews.com

Consumer attitudes toward housing brightened overall in February, according to Fannie Mae’s most
recent National Housing Survey. Overall, 50 percent of respondents said they expect improvements in
home price trends, which is a recovery from a slide to 43 percent in January.

Read the full story
http://dsnews.com/consumers-exhibit-renewed-confidence-housing-recovery/

U.S. Projects $179 Billion Profit from Fannie Mae, Freddie Mac
Source: Bloomberg

If the government-sponsored enterprises Fannie Mae and Freddie Mac continue operating under federal
conservatorship, they could return $179.2 billion in profits to taxpayers over the next 10 years, according
to White House budget analysts. Both will have sent $202.9 billion back to the Treasury by the end of
March.

Read the full story
http://www.bloomberg.com/news/2014-03-10/u-s-projects-179-billion-profit-from-fannie-mae-freddie-
mac.html

Big Investors Boosting Home Prices, And Not Everyone's Pleased
Source: Reuters

Hedge funds, private equity firms and other large investors have moved aggressively into the residential
market over the past two years by buying tens of thousands of distressed properties, often at bargain
prices. Concerns remain that middle-class buyers will struggle to enter the market in light of these bulk
purchases.

Read the full story
http://www.npr.org/2014/03/10/286261937/big-investors-boosting-home-prices-and-not-everyones-
pleased



Questions You Need to Ask a Real Estate Agent
Source: Fox Business

Buying a home is the single largest transaction you will ever make, so vetting a REALTOR®’s
experience, abilities and whether he or she is a good fit is an important first step, since the home-buying
process can be long and complicated.

Read the full story
http://www.foxbusiness.com/personal-finance/2014/03/07/questions-need-to-ask-real-estate-agent/

New-Home Building Is Shifting to Apartments
Source: The Wall Street Journal

The share of new homes being built as rental apartments is at the highest level in at least four decades.
This shift is partly due to tighter lending standards make it more difficult to buy and younger Americans
forming their own households.

Read the full story
http://online.wsj.com/news/articles/SB10001424052702304020104579429280698777544?mg=reno64-
wsj&url=http%3A%2F%2Fonline.wsj.com%2Farticle%2FSB10001424052702304020104579429280698
777544.html

Things You Should Be Doing Right Now if You Plan to Sell Your House
This Spring
Source: Bloomberg

The spring selling season is drawing near, so if you’re thinking about putting your house on the market,
now is the time to prepare if you haven’t already.

Read the full story
http://www.forbes.com/sites/zillow/2014/03/07/things-you-should-be-doing-right-now-if-you-plan-to-
sell-your-house-this-spring/



What you should know …

 According to the CALIFORNIA ASSOCIATION OF REALTORS® (C.A.R.), California’s
distressed housing market is now just a fraction of what it was during the Great Recession, thanks
to vastly improved home prices over the past five years.

 In January 2009, 69.5 percent of all homes sold in California were distressed, which includes
short sales and real estate-owned (REOs) properties. Five years later, that figure has shrunk to
15.6 percent.

 During the same time period, California’s median home price has soared more than 64 percent
from $249,960 in January 2009 to $410,990 in January 2014. Also, the statewide share of equity
sales hit a high of 86.4 percent in November 2013 and has been above 80 percent for the past
seven months.


