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Washington, D.C., February 3, 2009 - The Warehouse Lending Project (WLP) called upon Congress today to authorize the Treasury Department and the Federal Reserve to establish facilities that will increase available liquidity for warehouse lending for loans insured or guaranteed by federal agencies or loans eligible for sale to Fannie Mae or Freddie Mac.  In addition WLP asked Congress to authorize the Federal Housing Finance Authority (FHFA) to temporarily permit Fannie Mae and Freddie Mac to purchase participations or syndicated interests in warehouse lines of credit in order to expand the supply of funds to warehouse lending. The call was made in written testimony submitted to the House Financial Services Committee for February 3, 2009 hearings on Promotion of Bank Liquidity through Deposit Insurance, Hope for Home Owners and Other Enhancements.

“Since the beginning of the current financial crisis the availability of warehouse lines of credit have declined by approximately 90% from the peak, which will result in a $370 billion shortfall in mortgage originations in 2009, based on market estimates of $2 trillion in total originations, ”, said Glen Corso, spokesman for the Warehouse Lending Project
Without an increase in available warehouse lending credit, consumers could be frustrated in their efforts to obtain mortgages for purchase or refinance and the economic recovery in the U.S. could be undermined.

“This unavailability of additional warehouse credit could result in higher interest rates for consumers, long loan processing delays and expiration of interest rate locks as mortgage bankers are forced to ration the availability of mortgage funds due to a shortage of warehouse credit”, Corso said.

Mortgage banking companies, which originate approximately 41 percent of all mortgages and 55 percent of FHA- insured mortgages, rely upon lines of credit, called warehouse lines, typically from commercial banks, to fund mortgages for home purchasers and home owners seeking to refinance.

Recent declines in mortgage rates have already begun boost the volume of  mortgage applications.   With the Administration and Congress focused on stabilizing the housing market with even lower mortgage rates and tax incentives for home purchases,  consumers will face significant bottle-necks in trying to take advantage of these programs. The WLP expressed support for the efforts to stabilize housing as a vital step towards economic recovery for the U.S. , and urged policymakers to ensure  that a shortage of warehouse lines of credit not be allowed to undermine the recovery and prolong the current economic instability.

WLP is a coalition of mortgage banking companies dedicated to expanding the availability of warehouse lines of credit so that the home mortgage finance needs of American consumers can be met in a timely and affordable manner.
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