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>> All right.  I'll get going.  I can't see myself but I know what I look like.  All right.  Just tell me when.

>> Go ahead.  You're good.

>> Okay.  Good day everyone.  Professor Darryl Wilson here.  I'm the Associate Dean for Faculty and Strategic Initiative here at Stetson University of law.  I teach a number of classes.  Mostly property related.  I'm here today to talk to you briefly about the impact of COVID‑19 on the mortgage market.  So, I'm primarily going to be discussing some highlights of what's going on as far as residential mortgages are concerned.  We're all familiar with our pictures of the virus itself.  We have one here with existing in a mortgage market hopefully helping borrowers out there by either canceling their outstanding debt or postponing any negative action in regard to that debt.  So where are we.  Today, we're in the mist of moratoriums you can see here somebody keeping a close eye on the news because something happens almost daily certainly monthly since the corona virus took effect.  We've moratoriums.  In June we had the federal housing financial agency say no one should worry about losing their home during this pandemic so we had a push back on the moratoriums by mortgages backed by Fannie Mae and Freddie Mac until at least August 31st.  So, we'll talk about who Fannie Mae and Freddie Mac are a little later.  In case you don't have a Fannie Mae and Freddie Mac mortgage when the moratorium for closures has been extended to August 1st.  It's the third extension here.  It was originally supposed to expire July 1st before that June 1st.  So, we've been approaching it sort of peace mill in light of the speculations recording the pandemic and what can be done about it.

So that's where we are today.  We got here probably pretty familiar to most of you.  If not all of you.  Since it's a global pandemic we know that globally, at the beginning of the year we didn't have serious concern about it, having heard of it coming from overseas and affects 300 people within a few months it was over 5 million people and we're seeing it climb steadily since that time to approximately 7 million people at the beginning of July.  And with all of those people being affected, we had repercussions in business.  You probably seen many chain restaurants close.  This is just naming a cup of them here.  I've noticed unfortunately a couple Starbucks that I wanted to go to are no longer there.  Along with a lot of other restaurants.  Lots of small businesses.  In May it was said about 100,000 small businesses permanently shut down.  What happens to all the employees that work in these businesses, well we know they file for unemployment and you can see that we were looking at a flood of unemployment claims setting records constantly.  This is again across the nation.  Looking at over 20 million people filing for unemployment.  As a result of businesses being shut down and work being shut down due to the corona virus affect.  States handle unemployment differently.  Maybe each state can independently set up on their own unfortunately in Florida, we saw that our system wasn't set up to handle the new claims very well and that contributed to mortgage delinquency, people off, no jobs, unemployment at an all-time high.  Can't get unemployment money through the system, can't pay your bills and our biggest bill for the average person is in the country is going to be their housing bill whether it's that half of us who are homeowners or the rest who are renters or living in other circumstances.  So, in Florida we saw mortgage delinquencies rise in the first quarter of the year, that being January through March and part of that besides the shutdown through the corona virus was also futility people met with when they tried to secure unemployment.

Immediately, there were concerns.  We had been for a long time experiencing very little delinquency in terms of people paying their mortgage but now we foresee there could be problems certainly extending into the new year.  This pandemic impact on people's employment therefore their moneys available to pay their mortgages and other bills is something we've never seen before.  Certainly not so much so fast.  People compared to the great recession, and the great depression you can see here how quickly it hit in terms of affective mortgage accounts.  And the difference between a year ago, a month ago, couple months ago.  Luckily the government did act to try and assist the individuals out there.  We had the CARES which cares for corona virus said relief and economic security act.  The government cares and to show their care in regard to mortgage relief, they provided for a moratorium.  This was in March again with the 60 days and as a pointed out earlier that's been extended now through August at least if you're a holder of federally bank mortgage.  We'll talk about that momentarily in a little greater detail.  If you have federally backed mortgage then, you can also make a forbearance agreement which allows for someone to gain relief from immediate pay requirements that forbearance agreement can be entered into without a penalty on the homeowner.

To be eligible your mortgage though has to be federally insured.  It has to be backed by what's known as a government sponsored entity.  Some of these are listed here for you.  Most mortgages are federally backed or GSE backed.  Government sponsored entities are private institutions that work with the government and some of them used to be totally private but they were taken over and an association ‑‑ excuse me.  What I mean is that they used to be totally private but then there was an association with the government to help stimulate purchases of housing amongst different classes of individuals.  So, you know, Fannie Mae and Freddie Mack they used to be totally federal programs then they were taken over allowed to be private programs and they're intertwined so much with the government right now that they're just called government sponsored entity.

The rest of these are government sponsored entity that provides mortgage, HUD, mortgage assistance usually in conjunction with the federal housing administration, you can get an FHA loan for lower interest rate, then a private bank loan, you can also get a farm loan the US department of agriculture.  Florida has a lot of agricultural land used for both growing crops as well as some live stock.  VA loans if you're a veteran and so forth.  All of these are federal loan providers to help facilitate what's known as secondary mortgage market.  People can trade and hold security interest in anything we hear stocks and bonds all the time.  If you're from the Midwest like me you hear more about wheat and other types of corn, other types of different security interest, anything from pork bellies to oil and gas to all sorts of things.  Gold, of course, precious metals and minerals but a lot of individuals don't know mortgages on property are packaged together and put out into the marketplace as well and you have investors out there who invest in different mortgage packages at different interest rates.  Many heard mortgage back securities but don't really connect that to anything.  Well, these are mortgages that come from both government sponsored entities as well as private lenders and there's a whole market out there that is facilitated through different governments around the world and certainly through our government here in the US. So, if you have a mortgage that is federally insured or otherwise government backed, then you have the opportunity to go into that program where you can have forbearance.  Because of the financial hardship that people experience due to the pandemic, a lot of individuals chose the forbearance option.  You can see within a few weeks it skyrocketed by almost 1300 percent and then again by close to 2,000 percent.  So, you know we had quite a rise as of June 30th, we had nearly 4 and a half million ‑‑ a little over 4 and a half million forbearance and homeowners plans which was 8.6 percent of all act of mortgage.  With the forbearance agreement does is pause or reduce payments without the lender starting a foreclosure process.  And the borrower agrees to resume the payment whenever the forbearance period has been met and they will pay that additional deferred amount in lump‑sum or some agreement to pay over time.  The usual mortgage payments that include principle interest tax taxes whatever needs to be paid to bring the account into good standing will need to be done.  Forbearance agreements generally don't include taxes and assurance or assessments if it's a condo or homeowner association or other common interest community.  So, if you are looking to establish a forbearance agreement for yourself, love one, clients, if you're looking at practicing in this area in the immediate future, there's lots of mortgage forbearance forms.  I didn't want to include one here because they're so unique to the mortgage servicer but one thing that is critical to make sure what types of costs are covered in the forbearance agreement.  Usually it's the principle and ‑‑ on the actual mortgage loan.  So, individuals need to be caution to make sure that they're keeping their own tax, insurance, fees, assessment, escrows up to date.  If they don't have agreements with the individuals who collect on those, they could find themselves in trouble in that regard.  Even though there won't be a foreclosure on the mortgage, for instance, a lot of victims who live in common interest communities’ condos, co‑ops even mobile home parks, can find themselves in the foreclosure action based on a failure to pay assessments.  Even some deed restricted community now have additional fees which need to be monitored to avoid a foreclosure on that.

Certainly individuals might think, well ‑‑ who would foreclose on assessments and I have a mortgage on the property now that doesn't stop the individuals that doesn't mean that they can take the property in a foreclosure sale necessarily unless they want to take over the senior debt which is the mortgage ‑‑ but it's something to be aware of and avoid if at all possible.

When this forbearance activity started you can see that we had big increase as I pointed out several million people going into forbearance and at the time we have projection optimistic midpoint as we said at the end of June, beginning July, 4.5 million so as far as the pessimistic approach, we're not into that zone.  We are more at the midpoint.  More optimistic right there if you look at June, the end of June.  The optimistic approach was less than 7 million.  We're actually doing pretty well.  We're at the midpoint at four and a half million.  So that projection turned out to be pretty good.

Again, what does the CARES act relief do for those that qualify, your lender or loan server initially couldn't foreclose for 60 days.  Now that's been extended to August 31st.  The cares act prohibits lenders and servers beginning any type of foreclosure act against you if there was any foreclosure action pending against you your client, loved one, et cetera, that can't be finalized.  There can't be any foreclosure judgment, sales, nothing until the moratorium is lifted from these federally backed mortgages.  If somebody is experienced a financial hardship, this forbearance agreement can last up to 180 days or six months.  And then there's the right to request an extension for another 180 days.  That time is quite flexible sort of loose for those who for instance who decided that they wanted the forbearance agreement in March.  Some of them have seen a turn upwards in their personal financial circumstances.  These forbearance agreements even though they can be up to almost a year, as you can see here, they're routinely reviewed, that is good practice for the lender so the lender will review them every 30 to 60 days.  And if somebody sees that they can make their payments, then they will make their payments any way.  And get off the ‑‑ terminate the forbearance agreement.

A loan server has to be contacted in order to get the forbearance agreement.  There isn't any additional documentation though beyond the claim that you have a pandemic related hardship.  If you don't have a federally backed mortgage you still may have relief but since private lenders aren't federally regulated in terms of the mortgage instruments that they provide to borrowers the cares act provisions don't apply to them.

For information on what to do in regards to mortgages, probably the best place to turn right now is the consumer financial protection bureau.  There's a joint effort through the government agency that is over see some of the government backed mortgages we mentioned earlier.  The federal housing finance agency, HUDs, and other entities are working with the consumer financial protection bureau.  You can go to the website at this link and find frequently asked questions and answers for consumers who feel like they are affected negatively in their mortgages by the corona virus.  The first thing to do obviously if you think you want to take advantage of the CARES act provisions is to find out whether the mortgage is backed or funded by GSE. There is mortgage electronic registration system.  Your loan servers usually not the person you got the loan from originally.  Those loans are secured and then they're sold by the lender individually or packaged to the chances of them getting a greater return on investment.  That gets back to something I mentioned earlier which is the secondary mortgage market.  Each time mortgages are transferred we like to keep up what's going on with them in the country.  We have an electronic registration system and individuals can check with that system to see if they have a federally backed mortgage or not.  Even if it's not a GSE sponsored mortgage it's still would be mortgaged in MERS.  If you don't know how to use MERS it's pretty user friendly.  A borrower can always call the entity to send payment to find out what their status is whether it's a government sponsored entity mortgage or not.  Either way you still need to talk with that lender to try and see if there's some forbearance option available.  So, the consumer's option after forbearance request a payment defer modification where the balance is tacked on to the end of a loan.  However, long you're in the forbearance agreement f it's six months, say and you have a 30-year mortgage, that mortgage would now become 30 year and six months mortgage.  Or 30-and-a-half-year mortgage.  Or for a repayment plan where they gradually pay off the deferred amount.  The 30-year mortgage stays 30-year mortgage, but the payment is increased by the month.  It wasn't paid during the forbearance period or try and ask for a loan modification.  Which can possibly reduce the monthly payment amount overall based on the totality of circumstances for that lender.  For borrower's relationship.  Lenders don't want to lose money on the loans.  Borrowers generally don't want to give up the property secured by it.  Loan modifications are a possibility.  They're not a great probability unfortunately but that could change if everything is so dynamic in light of the pandemic concerns.  So, looking forward, right now, the circumstances show that for lawyers there's plenty of work.  If you're a property finance lawyers if you're going to be deal with mortgages foreclosures, refinancing, bankruptcies, that is directly related to real property financing.  We've been talking primarily about residential but it's also true of commercial.  Another thing is that the pandemic isn't linked to home loans.  It's something variety in and of itself and affected everybody across the board financially in terms of income they could bring in and therefore the bills they could pay.  Unlike the great recession it's not the result of a housing bubble bursting.  That means that the home prices haven't drastically declined.  The home values haven't drastically declined and that providing a little buoyancy in the marketplace for those that can afford it the mortgage rates are lower and since the great recession that's one way of trying to offset the financial implications of what's going on right now.  So, it is a ‑‑ getting to a buyer's market again in that sense.  Because our ‑‑ clearly, we don't know exactly where we're going to be and you can't extend moratorium and forbearance agreements forever.  The mortgages have to be paid.  They have to be serviced.  Investors have invested nationally and internationally.  Those loan servers have to pay on the investors so there can be depression of the economic likewise you have a situation where we have accruing late fees and other cost and expenses even though your loan might be in forbearance or there's a moratorium.  If there's no payments being made, the mortgage document does provide for late fees and other expenses and if those are not paid, then they just accrue over time.  A lot of what's kept the lid on things right now has been the unemployment bonuses that people received as well as stimulus money through the cares act all of that is such to expire at the end of the month.  There's no agreement on any current extension.  We do have bills floating around but they're not bipartisan so with an expiration of a lot of what's been floating people during the pandemic period, we could see significant decrease in disposable income.  Ability to pay the necessary bills.  So right now, all we can say that the weather report is uncertain.  Saddled with uncertainly over the long-term effects.  Certainly, the delinquency have to be addressed bills have to be paid one way or another.  When the moratoriums are lifted there may by b a tide of foreclosures.  There certainly be a lot of them that will happen on the residential as well as commercial level.  Commercial loans have been going into record delinquency as well.  There's a separate special forbearance arrangement that is set up for them.  Hopefully this negative mortgage activity and the foreclosures that follow will just be you know, a storm, maybe a hurricane not a tsunami that's all I can say from a hopeful standpoint.  But I will say that we have to stay vigilant and prepared.  Be ready to negotiate the best options available for your clients, those in your personal circles and even yourself if you find yourself dealing with choices to be made regarding what to do about mortgages in this climate that we find ourselves in.  So hopefully you picked up a few pointers that you can use some things to be aware of.  The positives of forbearance, agreements, and how that's working now.  Keep your eye on the headlines because it changes monthly, almost.  And of course, if you have any questions or concerns, or feel that this discussion went by much too quickly for you to gain your full enjoyment feel free to call me up here at school or e‑mail me.  It's Wilson ‑‑ still Wilson@law.stetson.edu.  See you all around.   
