	National foreclosure suspension ready to be lifted
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	Government-backed mortgage investment giants Fannie Mae and Freddie Mac were set to lift a nine-week suspension of foreclosure sales and evictions this week, a move that ultimately may help to improve the quality of their loan portfolios. 
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Fannie Mae and Freddie Mac instructed mortgage servicing agents and attorneys to suspend about 16,000 foreclosure sales and evictions that were scheduled to occur from Nov. 26 through the end of this month. The foreclosure suspension, initially was set to end Jan. 9, was extended through Saturday, Jan. 31. Freddie’s foreclosure suspension applied to mortgages secured by single-family homes and two- to four-unit residential properties and Fannie’s to single-family homes only. 
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Fannie Mae and Freddie Mac extended the foreclosure suspension to give loan servicing agents and borrowers more time to consider participating in a streamlined loan-modification program the two agencies started offering last month. The agencies’ Streamlined Modification Program permits servicing agents to lower the interest rate and change other terms of mortgages owned by Fannie Mae or Freddie Mac to reduce the total monthly payment amount, including interest, principal, taxes, insurance and any homeowners’ association payments, to 38 percent of borrowers’ gross monthly income. 
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The modification program eliminates multiple steps previously required to change the terms of Fannie and Freddie mortgages. It is available to borrowers who have missed at least three monthly mortgage payments and have not filed for bankruptcy. Operative since Dec. 15, the program was developed by Fannie Mae, Freddie Mac, the Federal Housing Finance Agency, the HOPE Now organization and 27 mortgage servicing agencies. 
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The foreclosure suspension and the streamlined loan-modification program are part of broader loss-mitigation initiatives at Fannie Mae and Freddie Mac, which both needed government bailouts last summer stay in business. As part of its so-called Second Look initiative, for example, Fannie Mae has been reviewing delinquent loans to ensure that borrowers have been contacted and to determine that all workout options have been exhausted. 
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Underwater homeowners in bankruptcy may be closer to relief 
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Proposed consumer bankruptcy reform that could help some home owners reduce the secured portion of their mortgage debt to the shrunken market value of their homes is gaining traction in Congress. 
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The new Congress is considering proposals that would allow consumers in Chapter 13 bankruptcy to cut their mortgage payments by lumping mortgage debt in excess of collateral value with credit card advances and other unsecured debt. 
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“What they’re talking about now is reducing the size of the debt to what the collateral is,” said attorney Luis Salazar, a shareholder of law firm Greenberg Traurig in Miami. 
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“It really is a freight train coming down the track that’s not going to stop, “ he said, referring to the favorable political attention the plan is gaining. “The perception is that large financial institutions have gotten their bailout, but there hasn’t been a lot of attention at the consumer level, and I think that’s really the next big thing.” 
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Thousands of South Floridians could benefit from pro-consumer reform of Chapter 13 bankruptcy rules. The combined number of personal and business bankruptcy cases filed at the U.S. Bankruptcy Court for the Southern District of Florida increased to 20,230 last year, up 72 percent from 2007, and included 5,096 Chapter 13 cases, about a quarter of the total. 
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President Obama may support bankruptcy reform that permits judicially supervised makeovers of mortgage contracts, and “I think you’re starting to see a lot of that pressure working its way through Congress,” said Fort Lauderdale attorney John D. Eaton, a shareholder of law firm Berger Singerman. 
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Consider the hypothetical example of a debtor who paid $600,000 for a home now worth $400,000 and owes $425,000 on the first mortgage loan plus $100,000 on a second mortgage. Bankruptcy law changes now under consideration would allow the debtor in a Chapter 13 case to reduce the secured portion of the mortgage debt from $525,000 to $400,000, Berger Singerman shareholder Arthur J. Spector said. “The second mortgage is entirely out of the money. That loan can be what they call ‘stripped down’ and treated as an unsecured claim,” said Spector, who formerly served as a bankruptcy judge in Michigan. But while terms of the second mortgage could be restructured under bankruptcy court supervision, “you can’t mess with that first mortgage because there is some value that is secured.” 
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Not everyone loves the idea. 
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Many lenders remain staunchly opposed to bankruptcy reform permitting judicially supervised changes to mortgage loan terms. “We have a major problem with that,” said Alejandro Sanchez, president and chief executive officer of the Tallahassee-based Florida Bankers Association. Sanchez said bankruptcy reforms permitting restructured mortgage terms would add to financial hazards that embattled banks already face: “Remember, South Florida is number one in the nation for mortgage fraud, and we’ve got that big problem on our shoulders, in addition to a real estate bust.” 
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Information technology may provide haven in harsh economy 
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Information technology workers may be faring better than many other types of workers despite the recession. 
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Chief information officers generally are willing to spend money on extra staffing and capital investments if the expenditures can produce good returns on investments, said Deborah Vazquez, chairperson of a business promotion group called the South Florida Technology Alliance. The alliance organized a conference last week where chief information officers from a variety of local companies expressed cautious optimism about IT spending this year. 
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Though some local companies have cut staffing in information technology, market demand for seasoned IT professionals remains robust, Vazquez said. “Even though there’s a bigger supply of IT candidates out there, companies still have an issue finding the right candidates, the people who have a passion, the A players,” she said. “The last people companies let go are the A players.” 
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Vazquez owns Fort Lauderdale-based IT staffing firm ProTech Personnel. “We are busy,” she said. “We have about 52 active openings to fill right now. ... On average, we usually have anywhere between 45 and 70, 75 openings, so that’s a little on the low end of what we have been seeing in the last couple of years. But it’s still very healthy.” 
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The economic recession has been tolerable for her because “this is not a technology bust,” she said. “This is a housing and real estate bust that has trickled into other industries, including tech. I don’t think any industry has been untouched, but I really believe technology is going to be one of the first industries to come back.” 
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The number of payroll jobs in South Florida’s information industry totaled 50,500 in December, down 3.4 percent from a year earlier. But percentage declines in December employment were larger for most other South Florida industries, including construction, manufacturing, retail trade, financial services, and trade, transportation and utilities. The information industry includes a mix of companies ranging from newspaper publishers and broadcast station operators to software developers, Internet service providers and satellite communications technicians. 
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EMPLOYMENT COST: The U.S. Bureau of Labor Statistics will release its national Employment Cost Index for last year’s October-December period on Friday. The bureau reported that compensation index rose 0.7 percent in last year’s June-September period from the level of the previous three months. 
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GROSS DOMESTIC PRODUCT: The U.S. Bureau of Economic Analysis on Friday will report gross domestic product, the nation’s output of goods and services, in last year’s fourth quarter. GDP decreased at an annual rate of 0.5 percent in the last year’s third quarter after rising 2.8 percent in the second quarter. 
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PENDING HOME SALES: The National Association of Realtors will report its Pending Homes Sales Index for December on Tuesday. The association reported that the index based on home-purchase contracts signed in November to 82.3, down 4 percent from the October level. The November reading was the lowest reading since the index was established in 2001. 
[image: image31.png]



PRIVATE INDUSTRY EMPLOYMENT: New Jersey-based payroll services provider Automatic Data Processing on Feb. 4 will release its estimate of private U.S. employment in January. Th ADP report for December showed a decline of 693,000 jobs from the level of November. 


