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                        September 8th, 2014 

Hon. Mel Watt, Director 
Federal Housing Finance Agency 
400 7th Street SW 
Washington, DC  20024 
 
FHFA Request for Input - Draft Private Mortgage Insurance Eligibility Requirements 
(PMIERS) - and - Request for Input on the G-Fees Charged by the GSEs            
 
Dear Director Watt: 

The National Association of Hispanic Real Estate Professionals (NAHREP) write to offer 
comments in response to the Request for Input on FHFA’s draft Private Mortgage Insurer 
Eligibility Requirements (PMIERS) and on the G-Fees charged by the GSEs.    

NAHREP is the largest minority real estate trade association in America with 20,000 members 
nationwide. Our mission is to advance sustainable Hispanic homeownership. NAHREP believes 
that sustainable homeownership is a gateway to the middle class for many Americans and 
provides a better quality of life for young families. Each year our organization produces a 
report on the state of Hispanic homeownership. During the last two years our report has 
expressed grave concern about access to conventional mortgage financing for first time 
buyers.  

The Harvard Joint Center for Housing Demographic Report forecasts that approximately 17 
million new households will be formed in America between 2010 and 2025. Of those 17 
million, approximately 13 million will be minority households and nearly half of the 13 million 
are expected to be Hispanic. If America’s housing finance system fails to adequately serve 
Hispanics and other diverse homebuyers, homeownership rates will plummet and America’s 
middle class will shrink precipitously.  

The GSE’s have not been doing their part. According to the National Association of Realtors, 
first time buyers are currently 28% of all home sales nationwide – almost 15 full percentage 
points from what has been historically typical. At the same time minority lending at Fannie 
Mae and Freddie Mac is also at an all-time low. NAHREP does not believe these data points 
are mutually exclusive.    

NAHREP is reviewing FHFA’s recent announcement regarding the affordable housing goals for 
Fannie Mae and Freddie Mac. We view this as a positive step in the right direction. The GSEs 
have a statutory responsibility in their charters to serve the whole market and to do so for 
low-to-moderate income consumers, which may require reaping a return that may be lower 
than the return on other parts of their business. This is a reasonable expectation considering 
the substantial benefits and advantages Fannie Mae and Freddie Mac receive from the 
federal government.  

NAHREP recognizes that safety and soundness is a priority for the GSE’s. However in recent 
years Fannie Mae and Freddie Mac have been booking record (arguably excessive) profits and 
the quality of their loans has never been stronger, yet every new policy change from the 
GSE’s continues to be to increase cost and decrease access to borrowers who need the 
support of the government the most. Essentially, the dream of homeownership is being 
diminished for many credit worthy families by the constant constriction of credit and  
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increases to the G-Fees and Loan Level Price Adjustments; and most recently, the new 
proposed eligibility requirements on private mortgage insurance companies.  

NAHREP believes the health of the entire housing market is at stake. Investor purchases of 
single-family residences have helped to stabilize a number of local markets, but there are 
clear signs that investor appetite is starting to wane. Ironically, while the GSE’s have proposed 
increases in G-Fees and raised eligibility requirements for MI companies primarily to mitigate 
risk, the net effect will be even fewer first time buyers in the market which will drastically 
reduce overall demand, destabilize home values and ultimately create more default risk to 
the GSE’s.    

NAHREP recommends the following: 

If any changes are made to increase capital, reserves, or to lower leverage thresholds for 
private mortgage insurers, a commensurate decrease in G-Fees or LLPAs must accompany 
those changes. Clearly, if there are more rigorous standards for private MI, and those 
presumably decrease counterparty risk for the GSEs, then consumers MUST see a 
commensurate material decrease in G-Fees and LLPAs.  

G-Fees should be materially reduced irrespective of the outcome of the PMIERs. On typical 
conventional mortgage transactions with less than 20% downpayment, we find that private 
mortgage insurance provides first loss coverage at rates that are below those G-Fees and 
LLPAs charged by the GSEs – and the GSEs are in second loss position.  

Conclusion 

NAHREP believes that first time buyers are critical to the stability of the overall housing 
market. G-Fees should protect taxpayers but not be used to inflate profits at the GSE’s. 
Furthermore, private mortgage insurance companies facilitate low down payment mortgages 
that are typically needed for first time buyers. Excessive capital requirements on private 
mortgage insurance companies will increase costs to homebuyers and further decrease 
access to low down payment mortgages. Minorities will drive housing demand for the 
foreseeable future. NAHREP urges FHFA to first consider the effect that any policy change has 
to affordability and access to minorities and first time buyers.     

We appreciate the opportunity to share our views and thank you for your consideration.  
 
 
Respectfully, 
 

 
 

Gary Acosta, CEO  
National Association of Hispanic Real Estate Professionals 
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