KEYWORDS

Predatory lending
Reverse redlining

Real Estate Settlement Procedures Act (RESPA)
PARTICIPANTS

Agencies:

· HUD

· FHA

Organizations:

· Consumer Federation of America

· National Community Reinvestment Coalition

· Association of Community Organizations for Reform Now (ACORN)
· AARP

· Consumers Union

· National Association of Consumer Advocates

· National Association of Mortgage Bankers

· Fannie Mae, Inc.

· Freddie Mac, Inc.
· Mortgage Bankers Association of America (MBAA)

· National Association of Realtors

· National Association of Real Estate Brokers

· American Financial Service Association

· National Home Equity Mortgage Association
· American Land Title Association (ALTA)

· Real Estate Services Providers Organization (RESPRO)
Members of Congress:

· Sen. Paul Sarbanes (D-MD)
· Sen. Chuck Schumer (D-NY)

· Sen. Phil Gramm (R-TX) 
· Sen. Debbie Stabenow (D-MI)

· Rep.  John LaFalce (D-NY)
· Rep. Ed  Markey (D-MA)
VENUES

· House Financial Services Committee
· Senate Banking Committee
· HUD

SUMMARY

As I understand the issue, there has been more of an increase of predatory lending even with the passage of the Real Estate Settlement Procedures Act. An important reason RESPA was passed to decrease the cases of redlining—a process that often discriminated against minorities. However RESPA does not seem to deter the occurrence of predatory lending (when lenders target borrowers that are of higher risk). There is much debate surrounding the exact definition of predatory lending as well as what can be done about it. Consumer advocates changes in the RESPA and mortgage companies as well as title insurers are against this movement. 
FROM TIM:  Consumer advocates claim that “predatory lending” practices are a form of discrimination against low- and moderate-income homebuyers that include more than just bad lending practices.  Before RESPA, Banks used to simply reject mortgage loan applications to consumers trying to buy homes in certain neighborhoods—usually poor and black—claiming that the risk was too high.  This unfair discrimination practice was called “redlining” because banks used to literally draw red lines on maps to indicate where they would not lend money.  Now, instead of rejecting loans, it’s just the opposite; consumer advocates argue that some businesses participating in any part of the real estate transaction (real estate companies, mortgage bankers, loan re-financers, mortgage insurers, etc.) take advantage of consumers with little knowledge of this complicated process by adding additional, hidden costs.  The problem, though, is that all of these additional costs are technically legal and that many of them (e.g., balloon payments, prepayment penalties, etc.) are actually necessary for banks, real estate brokers, title insurers, mortgage insurers, etc. to assume the risk in these less-than-ideal transactions.  So, the question in this issue is really ‘where do you draw the line?’ between the legitimate business practices that reduce risk and those that take advantage of poor, uneducated homebuyers.  So, any solution to the predatory lending problem is of course tied to how you define predatory lending.
Also, there are efforts at the state level to prevent predatory lending, so just be careful as you sift through articles and websites that the issue is limited to federal law.

