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The REAL Foreclosuregate Mess And What Could Happen

Dear Readers, this text came to me in an email from sources that are in the financial services business
and with whom | have a personal relationship. The original text was laced with expletives and | would
not use it in the form | received it. Therefore the text below has had some substantial editing in order to
remove that language. The intentions of the writer are undisturbed. The writer shall remain anonymous.
This text echoes some of the news items we have seen and heard today; however, it can serve as a
plain language description of the present foreclosure-suspension mess. There is a lot here. It takes
about ten minutes to read it. - David Kotok (www.cumber.com)

"Homeowners can only be foreclosed and evicted from their homes by the person or institution who
actually has the loan paper...only the note-holder has legal standing to ask a court to foreclose and
evict. Not the mortgage, the note, which is the actual IOU that people sign, promising to pay back the
mortgage loan

"Before mortgage-backed securities, most mortgage loans were issued by the local savings & loan. So
the note usually didn't go anywhere: it stayed in the offices of the S&L down the street.

"But once mortgage loan securitization happened, things got sloppy...they got sloppy by the very nature
of mortgage-backed securities.

"The whole purpose of MBSs was for different investors to have their different risk appetites satiated
with different bonds. Some bond customers wanted super-safe bonds with low returns, some others
wanted riskier bonds with correspondingly higher rates of return.

"Therefore, as everyone knows, the loans were 'bundled’ into REMICs (Real-Estate Mortgage
Investment Conduits, a special vehicle designed to hold the loans for tax purposes), and then "sliced &
diced"...split up and put into tranches, according to their likelihood of default, their interest rates, and
other characteristics.

"This slicing and dicing created 'senior tranches,' where the loans would likely be paid in full, if the past
history of mortgage loan statistics was to be believed. And it also created ‘junior tranches,' where the
loans might well default, again according to past history and statistics. (A whole range of tranches was
created, of course, but for the purposes of this discussion we can ignore all those countless other
variations.)

"These various tranches were sold to different investors, according to their risk appetite. That's why
some of the MBS bonds were rated as safe as Treasury bonds, and others were rated by the ratings
agencies as risky as junk bonds.

"But here's the key issue: When an MBS was first created, all the mortgages were pristine...none had
defaulted yet, because they were all brand-new loans. Statistically, some would default and some others
would be paid back in full...but which ones specifically would default? No one knew, of course. If | toss a
coin 1,000 times, statistically, 500 tosses the coin will land heads...but what will the result be of, say, the
723rd toss? No one knows.

"Same with mortgages.
"So in fact, it wasn't that the riskier loans were in junior tranches and the safer ones were in senior
tranches: rather, all the loans were in the REMIC, and if and when a mortgage in a given bundle of

mortgages defaulted, the junior tranche holders would take the losses first, and the senior tranche
holder last.

"But who were the owners of the junior-tranche bond and the senior-tranche bonds? Two different

1 of 2

T
& 0 200 0uuCES + 48Houks - $10,600 ProFIT R

YFOREX

Ads by Google

http://beforeitsnews.com/story/223/326/The REAL...

RN

Avallable on
D App Sto

Email

JOIN NOW!  [lamare@gmail.com

|

Password ‘“

LOGIN |

iapidly
[growinglaudience

Click here to become a Contributor.

Most Recent Stories

nothing - bacteria, fungi, insects - will eat a
McDonald's hamburger bun (except a human) is
because it's not food, it does not decompose!

Uprooted by Gray: Distinguished or
Extinguished?

Navy Commander Reveals Roswell Secrets

The Rise of the Tea Partiers: A Long Time in
Coming

The Daily "Near You?"

Yes on Prop 23 campaigners “very thankful” for
out-of-state oil companies” funding

The Non-Stop IPCC Spin Machine
Respect....
The Israel Lobby is the American People

Hunger & Starvation to Visit Humanity

Beste prijs voor
individuele opslag

www.shurgard.nl Ads by Google

Nearby Stories

® . %: Nicasio
C ) & Reservoir  9;
S
P
Point Reyes ® &
Station &

FOWERED EY

Google ® 0

Map data @2010

Today's Top Stories

Enormous Ring is Developing on the Sun
Monsanto Now "Owns" Blackwater (Xe)?

'Drill Baby Drill' Sarah Palin Now Turns on Big
Oil

Roswell Crash Secret Revealed By Renowned
U.s. Navy Commander Is Stunning

Exposed Satanic& Occult Symbols On New
20 Note

FORAULA

200
OUACES

2
48 HOURS

$lo,600
PROFIT

i

 TRADE NOW »
WFOREX

www .XForex.com
Ads by Gooale

Ads by Google
Uw Droomhuis
Kopen?
Bereken online
uw max
hypotheek en
ontvang binnen
15 min uw
offerte!
Woning
Verhuren 3
stappen

1) Meld je online
aan 2) Geef uw
huis + huurprijs
op 3) Vind
huurder
Barclays
Wealth
Offshore

Use your
offshore income
to buy a home in
the UK with
Barclays.
Oregon
Mortgage
Lenders

Find Mortgage
Lenders by
State. The
Online Business
Directory.

18-10-10 21:28



The REAL Foreclosuregate Mess and What Could ... http://beforeitsnews.com/story/223/326/The REAL...

20f2 18-10-10 21:28



