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Waterbury-based Webster Bank no longer will accept new |

oan

submissions through its warehouse and correspondent lending
division as of Jan. 8. By the end of February, the bank plans about

165 job cuts related to the change.
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Mortgage Woes Could Force

Nations Lenders to Adjust

By Jeif Haynes

ITHOUT EEFERRING TO MOET-

gage rales, “fix" and "adjust”

could be key words for the
lending industry in 2008,

* Nationwide, foreclosures stem-

ming from the subprime lending

erisis are projected to top the 2 mil-

riously delinquent, according to
the group's report. And about
21,000 of the state’s subprime
mortgages have adjustable rates
slated to reset to a higher interest
rate between October 2007 and
2009,

The problem has spurred muolti-
ple efforts to fix the various holes

% such-as legislative reforms

lion mark over the hext épd ) in the system through steps
two years, acconding Lo the F‘ﬁ% .ﬂ*‘;

-
Durham, N.C.-based Center ~
for Responsible Lending.

In Connecticut, there are an es-
timated 71000 active subprime
mortgages, with outstanding loan
balances totaling more than #16
hillion, according to a task force
appointed by Gov. M. Jodi Rell to
study the problem. More than 8
percent of those mortgages are se-

to the industry, refinancing
options, loan modifications, . and
frozen interest-rate hikes. The ef-
fectiveness of those ideas will be
tested in the coming year,
Some of the steps already are
viewed as being a Band-Aid.
“The moratorium [on resetting
rates] really just pushes the prob-
Continued on Page 4
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Mortg‘zagé Woes Could Force Nation's Lenders to Make Ad:iustments
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lemn off until tomorrow, even if it does hap-
pen,” said Patrick Begos of Westport-based
Begos, Horgan & Brown. The law firm's areas
of practice include debtor and creditor dis-
putes, as well as real estate purchases and
sales,

Begos also questions whether the rate-
freeze plan is feasible given that many loans
have been sold as securities.

“Even if the banks have every intention of
being able to do [a rate freeze] and the gov-
ernment thinks it's a great idea, nobody’s talk-
ing to the investors — who actually own the in-
terest that's supposed to be collected next
year,” he said. “And what are they going to
say? If you paid good money to collect inter-
est on a pool of mortgages and the guy who
controls that pool tells you, ‘Oh well, T agreed
to give that up,’ or 'l agreed to push it into an-
other year where somebody else gels il what
are you going to do? You're going to sue him.
I don't see how the people who control these
pools are going to comumit to doing something
that they know is going to impose liahility on
them.”

Others view the federal government’s ac-
Hons as too litle, too late, :

“They're kind of closing the door after the

horse is already out of the bamn," said Bill

MeGurk, president and chief executive officer

of Rockville Bank. “They saw this coming

they could have done something [sooner].”
For borrowers looking for a fix through a

refinancing program, the declining home val-
ues may pose a problem,

“It becomes very hard to refinance if your
lpan-to-value [ratio] has increased since the
tme you took out your loan," said Joln P
Harding, associate professor of finance and
real estate at the University of Connecticut in
Storrs.

Housing affordability problems tradition-
ally have been triggered by high interest rates,
Harding said. But this time it was housing
prices topping income levels.

“That has been the unique thing about this
cycle,” Harding said. Products such as the ad-
justable-rate mortgage alleviated affordability
problems created by high interest rates, be-
cause interest rates potentially could drop be-
fore the rate reset, he noted. :

“The [market’s] self-correction was to bring
the interest rates, down in that type of situa-
tion," Harding said. But when the market's
correction is to bring down prices, “that
means there’s no way out because you can't
refinance,” he explained,

Some banks are adjusting to the market by
overhauling their mortgage operations.

As of Jan. 8, Waterbury-based Webster
Bank will no longer accept new loan submis-
sions through its warehouse and correspon-
dent lending division. By the end of February,
the bank plans about 1656 job cuis related to
the change. :

“Earlier in the autumn, we closed our three
wholesale origination offices. They were in

Seattle, Chicago and Phoenix,” said bank
spokesman Arthur House, “And with that clo-
sure, plus this, the total [in job culs] comes Lo
about 165, roughly. Again, in rough numbers,
about 65-were those three offices. The remain-
ing 100 are mostly in Connecticut.”

The bank's headquarters for the mortgage
wholesale operation is in Cheshire, which is
where the bulk of the cuts will be, he said.

“It really was a strategic decision. In the
sumrner of 2006, we completed a strategic re-
view and we have been focusing more on di-
rect communication and on retail [lending],”
House said. “And therefore we started to exit
[wholesale and correspondent lending] last
autumn. It's really a strategic priorly more
than anything else, We're not in the subprime
biisiness, and have not been, 5o it's not related
to the subprime problem. Its a focus both in
terms of direct and retail [lending] and on the
New England area”

The bank’s total volume of lending is about

$500 million on the retail side, and about $3
billion on the wholesale and ‘correspondent
side, he said.

Lilee Webster Bank, Rocloville Bank avoided
subprime loans, too, McGurk said. "We didn't
do anything funny,” he noted. “We've had [ad-
justable-rate mortgages] with realistic caps,
and that's really served us quite well."

In distancing themselves from subprime
lending woes, community banks hope they will
be able to lure borrowers through their doors
in 2008, and away from mortgage brokers.

“We are tying like crazy,” McGurk said. A
popular recent, mantra, he added, has been,
“Community banks: not part of the problem
but part of the solution.”

He added, “We're looking for a moderate
2008. You really can'’t predict a lot of these
things. We think it's going to be a little bit slow
and cautious. We're doing pretty well due to
the expansion plans.”

Rockville Bank has plans to add two or
three more branches during the next 18
maniths, MeGurk said, .

For others, adjusting in 2008 may be more
about upgrading than expanding,

Avon-hased COCC, which provides infor-
mation technology services to fnancial nst-
tutions, picked up 10 new data core process-
ing clients in 2007, matching its 2006 number,
- A banks data core manages all the back-
end systems - everything from customer in-
formation to twansactions posted. Core con-
version involves replacing older, “legacy” data
processing systems, which can be 30 to 40
years old, with newer-technology designed to
be faster and more adaptable.

“The banking industry as a whole is waking
up to the idea that “You know, this legacy stuff
really isn't so good. It probably isn't the right
thing for us,"™ said Robert Bessel of COCC.

The " company’s total client count has
topped 150, Bessel noted. Revenues grew by
11 percent in 2007, and “we're looking at
maybe a 13 percent increase in revenue in
2008," he said. - |
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