Press Release

Joint Release

For Immediate Release

Federal Dep osit Insura nce Corporation
Conference of State Bank Supervis ors
Ameri can AssociatIon of Residenti al Mortgage Regulators
September 4, 2007

FDIC, CSBS and AA RMR Suggest Servic ers Avo id Debt-to -Inco me (DTI)
Ratios Above 50 Percent for Modifie d Obligation s

The Federal Deposit Insurance Corpora tion (FDIC), the Con feren ce of State Bank Supervisors
(CSBS) and the America n Association of Res idential Mortgage Regu lators (AA RMR) are
caut ion ing the ir supe rvised institutions about OTI ratios above 50 percen t when app lying loss
mitigatio n techniques intended to ach ieve long-term susta inab le ob ligations to provide stab ility to
borrowers. investors, and the mark etplace. The FDIC. CS BS and AARMR are noting that, absent
mitigating circumstances, debt-to-income ratios (DTI) above 50 percent increase the likelihood of
future difficulties in repayment and delinquencies or defa ults. This action supplements the
statement issued today by the federal financial regulatory agencies and the CSBS on loan
mitigation strategies for servicers of res idential mortgages.
In developing the appropriate loss mitigation strategy for individual borrowers , it is essential to
consider the borrower's ability to repa y the mod ified ob ligatio n. As noted in the interagency
Statement, one me thodology common ly used by servicers is an ana lys is of the borrowe r's
resulting debt-to- income (DTI) ratio. Attention should also be given to the borrower's other
obligations and res ources, as well as addit ional factors that could affect the borrower's ca pac ity to
repay . The DTI rat io should include the customer's total monthly housing-related payments (e.q.,
principal , interest, taxes, and insurance, or what is commonly known as PIT I) as a percentage of
their gross monthly income.
"This suppl ement al information provides a benchma rk for servicers to con sider when working with
borrowers to modify loans that will be sustainable in the long term," said FDIC Chairman Sheila
Bair.
"As state offic ials , we are conc erned about the devastating imp act for eclosu res can have upo n
the local co mmunities we serve. Successful mo difications benefi t co nsumers , investors and the
mar ket as a whole," stated Jeffrey C. Vogel , W yom ing Banking Commissioner and CS BS
Cha irman .
''This gu idan ce will be an important consumer pro tect ion tool for state mort gage regu lators to use
in the co ming months," sa id David Bleicken , President of AA RMR.

