Letter asks federal regulators to do more
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SAN ANDREAS - Federal regulators should help millions of homeowners keep their homes and
hasten the end of the housing-market collapse by reducing the amount of principal owed by
many of those who are underwater on their mortgages, according to a Monday letter signed by
100 members of Congress.

Stockton has been for years one of the nation's hardest-hit housing markets and entered this
year with the nation's second-highest rate of foreclosures.

Locally, Reps. John Garamendi, D-Walnut Grove; Jerry McNerney, D-Pleasanton; and Dennis
Cardoza, D-Atwater; all signed the letter sent to Edward J. DeMarco, acting director of the
Federal Housing Finance Agency.

DeMarco oversees Fannie Mae and Freddie Mac, two federal government-sponsored agencies
that hold or guarantee more than half of all mortgages. While some private banks have reduced
principal owed on some underwater loans, DeMarco has so far refused to allow Fannie Mae or

Freddie Mac to do so.

DeMarco wrote Jan. 20 to members of Congress to say he would not allow the two agencies to
make the loan reductions "at this time."

Members of Congress noted in their letter that some economists and even the Federal Reserve
Bank of New York have said that targeted write downs of the money homeowners owe offers
the best hope of stabilizing the housing market.
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Some economists say refusing to reduce the amount owed simply encourages underwater
homeowners to walk away from loans and dumps more homes onto an already glutted market.

The members of Congress urged DeMarco to adopt the more flexible approach taken by private
banks and said that DeMarco's blanket rejection of principal reduction is "misguided.”
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