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Puritanism, Politics and Foreclosures
Homeowners in default and bank-owned inventories of homes

represent the soft underbelly of the residential market. Prospective
buyers, as well as owners who owe more than their properties are worth,
are rightfully concerned. No one knows how many homeowners,
struggling to make their payments with no relief in sight, will throw in
the towel and walk away. Buyers too could exit the marketplace adding
deflationary pressure on prices.

Our leaders have no experience with a problem of this magnitude
and history gives little guidance. Our government has achieved the most
one can expect thus far in preventing a deadly deflationary spiral. Even
so, I believe those earlier policies are now past the point of diminishing
returns. Job growth and home price stability will come only when a
consensus develops that real estate deflation is no longer a viable threat.
This will not come to pass until something is done to reduce the number
of distressed properties, both actual and potential.  

The Administration and Federal Reserve Board have made
unprecedented efforts managing an orderly retreat from the heights of
the housing cycle. Lenders holding non-performing mortgages were
required to work with borrowers to modify existing mortgages to avoid
foreclosures. Several programs to assist owners were instituted at the
federal and state levels. The Fed cut short-term rates to near zero,
minimizing the impact of variable loan resets, and purchased long-term
treasuries, driving down fixed mortgage rates. 

While these policies arrested the fall of housing prices, more could
have achieved. For example, lower rates only benefited those owners
not in trouble as the FDIC’s tougher oversight of banks changed
underwriting standards from ridiculously easy to extremely difficult.
Lenders made it near-impossible for marginal borrowers to get help.
The armies of bureaucrats hired to administer mortgage relief programs
have proved to be ineffective. Although the managerial and
administrative talent was not in place to effectively contend with the
unprecedented scale and complexity of the problem, the real culprit was
lender’s policies.

Those in need of house-payment relief have little moral and political
clout, often thought of as imprudent and foolish, getting their due for

profligate spending and borrowing.  The Puritan experience is still with
us and often influences policy; there is a belief in our culture that those
in financial trouble are somehow morally flawed. As much as we dislike
the character, Mr. Potter’s values resonate in the American psyche.  

My personal experience is instructive. For the past year, Bank of
America has faithfully sent me a FedEx every four weeks offering to
modify a performing loan I have on a duplex in Mission Hills. Several
times I have foolishly taken the bait and regretted the ensuing waste of
time. I was part of an elaborate shell game designed to give the bank
political cover. Minimum wage workers in boiler rooms did their level
best to construct as many roadblocks as humanly possible; all that was
missing was the Red Queen. I believe lenders have not made a good
faith effort to address this problem.  

The failure of loan modification programs leaves the FDIC and the
government with two poor choices. First, continue current policies
without any clear and coordinated end game strategy. The downside is
without a plan to reduce the number of distressed properties, the
housing sector will be unable to lead the economy out of the recession
as it has in the past. Second, reboot the system. The FDIC could modify
capital requirements and other regulations to allow lenders to quickly
and ruthlessly clear out their inventory of bad loans, no matter the
human cost.    

The housing markets would be healthier if buyers and underwater
homeowners came to believe prices will not deflate in the future and
may in fact increase. One cannot deny the existence of a huge inventory
of lender-owned homes, the number of properties that should have been
seized months ago, and the legions of people   contemplating a strategic
default.  Banks have an interest in not recognizing mortgage losses too
quickly, but a slow death may encourage struggling homeowners to
simply walk away from their homes. I suspect banks, like a lot of bond
investors, are betting inflation is around the corner. This will do more
to resolve the housing crisis than any government program. Perhaps the
current policy of benign neglect is the only course at the moment as
more than likely we will have political gridlock next year. Inflation has
always been real estate’s best friend and may be so again.
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This historically
designated 3
bedroom, 2 bath
home fronts on two streets. It features hardwood floors, coved
ceilings, moldings, and many upgrades including new roof,
instant hot water and more, blending yesterday with
today! 

by Patty Ducey-Brooks
She’s like the Energizer bunny, she keeps on going.  I am referring to Kassy Kova

who I met early in 2010.  Kova and her ice skating partner, Justin Ross, made the
front page/feature article for the March 2010 issue.  Kova is an impressive young
woman. At age 15 she graduated from high school.  At age 16, she is a full-time
student at Mesa College. Kova and her dance partner, Ross, have earned skating
awards and are currently competing.  Kova’s a professional model, she is fluent in
French, and she’s a competitive chess player.

Kova’s mom, Suzan Cioffi can’t say enough about her two daughters. As a single
mom, she has made both daughters her priority. And it shows. She’s become
somewhat of a manger for Kova’s multiple careers, and she keeps a close eye on her
daughter’s activities. She knows Kova has a promising career. She’s talented,
dedicated, and has set her site on being the best she can be, whatever that is. That’s
commendable.

San Diego Ice Arena’s Ice Dancing Team, Kova and Ross, were off to New York
this past month to compete in the Lake Placid Ice Dance Championships.  This was
at the same time that Kova was modeling for New York Fashion Week.  In November,
Kova and Ross will be competing in the Junior Division of the 2011 U.S. Figure
Skating Pacific Coast Sectional Championships.

Kova and Ross, both students at Mesa College, have developed a strong friendship
and a bond that began with ice skating. Kova, who started ice skating at age two,
and Ross, who took to the ice at age seven, live near San Diego Ice Arena in Mira
Mesa.

Both were raised by single moms who wanted to find something active for them
to do that was close to home.

Cioffi, Kova’s mom, says she seems to thrive on a fast-paced life, including posing
for fashion designer, Jesus Estrada, who earned a coveted spot on “Project Runway’s
Season Seven.”

What I also learned during the discussion with Kova’s mom is that it may be
hereditary.  Kova’s grandmother was a model for John Robert’s Company in New
York. Cioffi speaks glowingly about her 88-year old mother who is as graceful today
as she was in her younger years. It may be a natural talent that is afforded by a
supportive mom who knows that you have to work at being successful.  And she
knows that there are sacrifices that prove beneficial.

“We don’t watch TV.  Instead, we learn languages and compete in chess,” offered
Cioffi.  She knows that quality family time is very important, as is a supportive and
stable home environment. She wants her daughters to live their dreams and be happy
with the results.

“To work this hard, you’ve really got to love what you do,” said a proud Cioffi.
She views Kova as being focused, determined and mature for her age.

In the previous interview with Kova, she was also quick to acknowledge her
mom, who she says has become the team manager. 

“My mom has taken on two jobs to help us succeed. She handles the media, Web
site and publicity, and other administrative tasks.” 

It’s obvious, this family has really benefitted from focusing on quality of life,
avoiding distractions (like the TV), and following their dreams.  Success is something
you create and work at.  Kova is proof of that.
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