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Thank you Aaron (Gornstein).   I want to thank you all for inviting me tonight.  To CHAPA for its leadership on this crucial issue, to Representative Kevin Honan and Senator Susan Tucker, the Chairs of the Housing Committee.
To the developers, brokers, advocates, homeowners and everyone else here, I’m glad to join all of you and get the chance to talk about the importance of this issue.  This is a place where our policies and actions in the coming months and years will have a profound impact on our ability to strengthen our economy, strengthen our communities, and strengthen our Commonwealth.  

As many of you already know, one of our first actions upon taking office was to merge our executive offices of Housing and Economic Development.  We know that our economic strength depends in large measure on the availability of affordable housing in our Commonwealth, and were committed to breaking down the silos and get those agencies working together.  
Economic growth is critical in order for us to deal honestly and responsibly with the neglect of the past 16 years.  Our roads and bridges need billions of dollars of repairs and ongoing maintenance.  We must reform our education system to prepare young people for the competitive challenges of our global economy, and continue to position Massachusetts for the jobs of the 21st century.  And we need to accomplish all this without putting an unfair burden on those in our community who have been hit hard by rising property taxes over the past few years.  The only way to meet our responsibilities fairly and equitably is to advance initiatives that will provide long-term, sustainable, and statewide growth.

We have launched initiatives in workforce development and expedited permitting to spark our initial revitalization, and developed long-term strategies for growing industries like life sciences, alternative energy, and information technology.  We are coordinating transportation policy with job growth priorities – including smart growth-sustainable development initiatives to locate affordable homes and rental units near convenient public transportation.  We are also undertaking significant education reform, to expand on our current success and meet the needs of a 21st century economy.  Since taking office in January, we have added 30,000 new jobs, putting us well on track towards our ambitious goal of creating 100,000 new jobs by the end of my first term.  

If we’re going to continue that success, we have got to do more to put affordable housing within reach of workers and their families.  I have heard from CEOs all over the state is that the number one obstacle they face in attracting and retaining talent needed to grow their businesses is the high cost of housing in Massachusetts.  Those are the foundations of our economic development, and they are walking right out the door.  

This year we have allocated $300 million to expand and repair housing in the Commonwealth – the strongest investment in housing since 1990.  We are working with quasi-independent agencies like MassHousing to increase affordable housing stock, and expanding initiatives like the SoftSecond program.
We have put in place significant efforts to modernize and maintain safe, decent public housing stock that has been woefully under-supported in recent years.
We have been working to preserve 40B which, despite its shortcomings, has been responsible for the creation of over 46,000 homes.  I think it is important that we look together for ways to improve the existing law, rather than disbanding it altogether.  Our Smart Growth Zoning overlay 40R has shown similar benefits, and I’m happy to say that we have successfully found new ways to continue its support.
With all this, one of our primary concerns during this first year in office has been in making sure that people who do find a home can stay in that home, and stemming the growing number of foreclosures in Massachusetts.

Over the past two decades, improvements in technology and delivery systems, automated underwriting, increased competition, and an expansion in the number of product types have led to significant increases in homeownership rates throughout the United States, especially among African-American, Latino, and Asian populations.

However, these shifts in the market have had unintended consequences, most notably the growth in predatory lending practices.  The evolution of the subprime market and the securitization of subprime loans, especially loans with increased risk layering, fostered an environment of negligence in lending, and increased borrower confusion.  

According to data compiled and reported by the MCBC, in Greater Boston, Black and Latino borrowers were almost 4 times as likely as their white counterparts to have a subprime loan.   The same approximate disparities are true in the refinancing market as well.  

In embracing new opportunities for minority communities, we did overlooked a number of the risks involved with these mortgage products.  In the short-term we were able to celebrate increases in homeownership rates among minority and low- and moderate-income residents.  But we have learned that over the long-term, these new products held risks.  Risks that now threaten to undermine the gains in homeownership for minority and low-income communities.  Today, those advances are at serious risk, and opportunities to get footing on the first rung of upward mobility have suddenly turned into crippling debt and credit damage. 

We know that offering a variety of products and loan options increases the likelihood of finding a loan in any unique financial situation.  Unfortunately, the pace of product innovation has exceeded the pace of consumer education and understanding, as well as industry oversight.  With the complex ins and outs of any mortgage, the kinds of disclosure requirements lenders are subject to may not provide the clarity consumers need to avoid foreclosures.
For instance, many recent borrowers who would have qualified for prime financing were steered toward subprime loans.  With home values dropping and subprime adjustable rate mortgages resetting upwards, these homeowners are looking at enormous financial burdens.  Many of them may very well lose their homes.  That is something we should view with urgency.

In April of this year, I directed our Division of Banks to seek, on a case-by-case basis, brief stays for consumers facing foreclosure.  The goal is to provide some time for homeowners to contact reputable homeownership counseling firms and learn about their options.  We are encouraging lenders and servicers to use this time to work with homeowners who are unable to make their mortgage payments.  So far, the Division has fielded calls from nearly 1,100 Massachusetts residents and voluntary stays have been secured in nearly 500 cases.

MassHousing has worked with Fannie Mae to design and implement what is arguably the most aggressive foreclosure prevention program in the country.  Through the program, even borrowers with 60 days delinquency and credit scores as low as 560, may still be able to pull themselves up by refinance existing mortgage loans under manageable terms.

On January 1 of next year Massachusetts will go live with one of the first nationwide databases of mortgage professionals.  That system will provide a uniform application process for mortgage lenders and brokers operating across state lines and will serve as a one-stop source for information about licensing and enforcement actions.  Our belief is that putting all of this information in one accessible place will substantially improve oversight and reduce fraud throughout the country.

To further reduce the risk of deceptive practices, I also filed legislation to criminalize mortgage fraud, prohibit abusive foreclosure rescue schemes, and update various provisions of the laws around foreclosure processes.  The bill creates a database at the Division of Banks that will track foreclosures by product, geographic region, originator, broker, and lender.  The legislation will also prohibit lenders from making adjustable rate subprime loans before consumers have opted-out of a fixed rate product and completed a homebuyer counseling program.  

And we continue to support the legislature in its push to license mortgage loan originators and extend the Massachusetts Community Reinvestment Act to certain lenders.  The establishment of CRA-like standards for non-bank mortgage lenders will promote sorely needed transparency in this industry and let borrowers make more informed decisions.  

In an effort to expand on some of these initiatives, we will later this week announce six municipalities who will take part in a pilot program designed to cover a range of possible needs for homeowners.  We have developed a 5 point plan to bring together government, lenders, homeowners, and non-profits to develop and raise awareness about alternatives to foreclosure, create support systems for transition assistance where necessary, and keep neighborhood homes occupied.  
The 6 cities and towns – which we will announce later in the week – will be selected based on number and concentration of foreclosures, as well as the overall fiscal needs of the region.  We will see in real time where targeted action will take us, and refine our strategies over time to help homeowners in every municipality stay in their homes.

We have been fortunate to have the dedication of our partners in the Massachusetts Legislature, Attorney General Martha Coakley and Boston Mayor Thomas Menino.  I recently has the opportunity to testify before the House Financial Services Committee about a number of these issues, and we look forward to working with federal authorities in any way that we can to keep people in their homes and put an end to the destabilization of families, communities, and our economy. 
This is ultimately a question of economic growth.  Home ownership is a key to accessing and expanding opportunity in Massachusetts and in the United States.  The ability of our citizens to build wealth and assets is vital to the strength of families and communities, and can be a promise to the next generation for a better life.  Expanded homeownership generates greater workforce potential and commercial activity, and supplies a stable base of resources.  That is what will allow for robust, sustainable development in Massachusetts, and give us the leverage we need to act on all of our other priorities, from education to health care to public safety.  I look forward to working with all of you to those ends.  I’m glad to be with you today.  
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