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The morigaes foreslosure crisis hal began over two years ago, and which continues 1o he a
prime contributor to our nation’s current ceonomie downlum, burdens milhons of hard-working
American Tamilies. Congress and the Obama Administration have worked hard to address
fereclosures by enabling and encouraging loun modilcatzgns, bul the private seclor’s respanse
has fallen far short of the necd. Many homeowneors arc cager lo save thoir homes dospile being
“underwater,” bul Tind that lendes and servicers ars unahle or unwilling to make necessary
modifications. These homeowners are incressingly deciding i walld 2wy and thus [oreclosures
continue to mount, deepening the crizis.

'l o save homes on a larec scale, we must move past femporary meosdiAcsions minteres] rles or
terms and [bens on permanent principal reductions that result in truly sustsinaole mortgages.
There is no mare imporlant priority Tor me in our elTorls G restore siability to our mortgage
market.

Many investors in firsl-len morigages have indicated that they are willing to accept the Tact ol
significant lesses on thosc imvestments m order o move on and wse their money for other
purposes, rather than having it locked in underwater mortgages with a high and growing
likelihoed of feroelosure,  With the interests o homeowners and investors aligned in this way, it
should follow that large numbers of principal-reduction modifications could be made relaiively
quickly, Thal is not happening, According 1o investors, Administration officials, and other
cxparts [have consulted, holders of second-hen morigages are now o ponasipal obslacle o many
muodifications. The problem of second-lien morvtgazes standing in the way of successful principal
reduction maodifealions has reached a eritical stage and requires immediate attention from your
mstituticns.

Largs numbers of these second lizns have no rez] 2eonomic valie - the first liens are well
underweter, and the prospect for any real rotum on the scconds 15 negligible, Yol beaquss
accounting mles allow holdess of these seconds to carry the loans at artificially high values,
ey teluse 1o acknowledyes the losses and wrile down the loans, which wonld allow willing st
licn holders to reducs principal and kecp bormowers in their homus.
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Lhe four erganizalions you lead are major participznts in the sceond-lien markel, Falure 1o
metify these debis has become a major and unnecessary abstacle to thouzands of Americans
being uble o sluy in their homes, | urps vou in the strongost pessible lerms 1o take immediate
stops to write down these seeond morlgages and allow principal reduetion modilicalions of the
underlying tirst liens to take place. If there are legal obstacles o your doing so, we will werk
with vou Lo remove tharmn,

1 will be calling vou within the week to discuss whal your mslilubions plan 1o do w0 remove the
second licns you own or contrel as impediments to principal reduction moedificalions,

FRANK




