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Major Lenders Still Put the Customer Last

As if a multibillion-dollar settlement on fraud charges and bad press about the handling of payouts from that settlement weren’t enough, major US lenders caught in bad behavior after the housing collapse are now facing new accusations of bad behavior.  Now, New York’s attorney general has charged that these banks are once again violating the terms of that settlement by delaying the processing of homeowners applications for mortgage help.

In the aftermath of the housing collapse in 2008 and after, a number of big banks, including Bank of America, Wells Fargo, Citigroup and several other large and mid-range institutions, were implicated in a variety of foreclosure abuses and fraudulent practices.  The case ended with a $2.5 billion settlement to be paid to victims of those abuses, and ac commitment by the banks to offer assistance to distressed homeowners.  

The problems didn’t stop there. After waiting nearly two years for their money, fraud victims had to deal with bounced checks, short check and miscalculations by the consulting firm paid to handle the payouts.  And now, according to a report by The Washington Post, attorneys general in New York and other states are receiving complaints that Bank of America, Wells Fargo and some others are taking more than the 30 days stipulated in the settlement to process request for lower monthly mortgage payments.  

Representatives for Bank of America and Wells Fargo –t he two banks specifically named by New York Attorney General Eric Schneiderman – claim that they’re complying with the stipulations of the agreement on processing applications for assistance. But consumer experts say that the latest slowdown is only part of a larger pattern of deliberate obstruction and indifference to the needs of borrowers whose loans these banks service.

Attorneys General in North Carolina and Illinois cite instances of banks making multiple requests for the same loan documents, failures to inform homeowners about missing documents in their applications and long lag times in returning calls from applicants.  All these actions bring desperate homeowners closer to losing their homes, and, say the Attorneys General, are deliberate violations of the timetables agreed on in the settlement.

The settlement and its outcomes are being overseen by a monitoring committee, which is responsible for ensuring that its terms are met.  In June 2013, the monitors will release a report on lenders’ compliance with the agreement –and, they say, this report will address concerns that these lenders are still failing to meet those standards.

Bank of America, Wells Fargo and their fellow defendantssay that they’ve not only met but exceeded expectations, offering billions of dollars worth of refinancing options, loan modifications and other kinds of help to those facing foreclosure. But as long as settlement checks encounter roadblocks and complaints continue, these institutions face an uphill struggle to regain consumer confidence.

Whether they’ll succeed remains unclear. But as Jason Hartman advises, as long as storms continue in the unsettled world of mortgage lending, investors building wealth through income property need to stay informed and aware – and keep those umbrellas handy.

