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Good morning.  Again, I want to express my thanks to our staff and to my colleague Richard 
Neiman for their hard work on this hearing. 
 
It is a pleasure to be in Philadelphia, the city where I lived as a child.  I mention this not as an 
exercise in mere nostalgia, but because we are here to talk about home foreclosures—an event in 
which banks, servicers, investors, courts and ultimately officers of the law work together to 
remove a family from their home, their community, their children from their rooms and from 
their schools and their friends.   
 
I said this at our hearing in February on this subject, and I will say it again, the fact that a lender 
can throw a family out of their home is a necessary part of a system of lending—but it is also an 
act of emotional violence and economic destruction.  Foreclosed homes typically yield less than 
40 cents on the dollar to lenders, while destabilizing neighborhoods.  Foreclosure should be the 
last option after everything else fails. 
 
Before I turn to those economic consequences, I just want to say that I still see this issue through 
the eyes of the eight year old I was here on Hamilton Street in Philadelphia, and how I would 
have felt if we had suddenly been forced out of our house.  Public policy should be about 
minimizing foreclosures for the same reasons it should be about minimizing child abuse or 
protecting the public health or educating our children.   
 
Others may disagree.  Some may see no particular reason to view a home foreclosure any 
differently than any other failed financial transaction.  Some may feel that the children should 
suffer from the sins of the parent.  Some may feel that before government can act to help a 
family, it should undertake an exhaustive inquiry into their morality, business judgment and 
general character, for fear that some of the money that would otherwise go indiscriminately to 
the stock and bond holders of our large banks might be improperly diverted to a less than 
upstanding homeowner.   
 
The remainder of my opening statement is addressed to those who share one or more of these 
views.  For the reality today is that the continuously escalating mortgage foreclosure crisis 
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threatens to overwhelm the entire effort to stabilize our financial system in the interests of 
broader economic recovery.  This is the intersection of morality and economics.   
 
Current estimates from the Mortgage Bankers Association are that so far in the financial crisis 
there have been between 5 and 6 million foreclosures, a large number until you understand that it 
is less than half of the 12-13 million foreclosures that are expected to have occurred by just the 
end of 2010.  This tidal wave of foreclosures appears to be the result of the combination of 
predatory lending and the collapse of underwriting in the bubble, combined with rising 
unemployment driving defaults on conforming loans, and the inability of homeowners with 
negative equity to refinance mortgages with reset provisions or balloon payments. 
 
This very tidal wave of mortgages threatens a vicious cycle—in which foreclosures exert 
downward pressure on housing prices, falling real estate values and defaulted mortgages push 
down on bank capital, weakened banks pull back on lending, causing business activity to decline 
and unemployment to rise, feeding more defaults. 
 
This Panel takes up the issue of foreclosure prevention, a statutorily mandated purpose of both 
the TARP and this Panel, against the continuing mystery of why lenders and processors are 
unable to renegotiate troubled mortgages at scale, when it has long been clear that such 
restructurings are generally in both parties’ interests. 
 
Despite the enduring nature of that mystery, two things have changed since our Panel held its last 
focused on foreclosures.  The first is that the Obama Administration’s plan for foreclosure 
prevention has been in operation, the second is the driving force behind foreclosures appears to 
be shifting from predatory loans and resets to the toxic impact of unemployment and negative 
home equity. 
 
The Administration’s commitment to act to help families facing foreclosure is admirable.  
However, it appears without addressing the problems of unemployment and negative equity, this 
effort may not be effective.  I continue to believe there is no way to do this on a national scale 
without allowing judges to alter mortgages in bankruptcy. 
 
Finally, the problem of mass foreclosures is the other side of the coin of weak bank balance 
sheets.  So long as we make our policy centered on pretending we have strong banks, we may not 
be able to admit that these loans have to be written down if we are to end up with viable housing 
markets and stop the downward spiral I mentioned before. 
 
Here in Philadelphia, local leaders and local judges have come up with innovative approaches to 
address the problems of unemployment, negative equity, and predatory lending that lead to 
foreclosures on owner occupied homes.  I am very much looking forward to hearing about these 
model mediation processes.   
 
We have an outstanding set of panels today that hopefully will shed light on the continuing 
mortgage epidemic, and how it can at last be made a thing of the past.  I look forward to our 
hearing today. 
 


