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Editorials

“Misplaced Blame,” New York Times, Oct. 15, 2008 (editorial)

Editorial has been edited for space

In recent weeks, Republicans in Congress have been blaming a lot of things, besides themselves, for the 
subprime mortgage debacle. And many of these same Republicans have long wanted to abolish the Com-
munity Reinvestment Act, a landmark law that helped to rebuild some of the nation’s most desolate com-
munities by requiring banks to lend, invest and open branches in low-income areas that had historically 
been written off. 

These two goals have converged in a new attempt to blame the law for the �nancial crisis. The act, passed 
in 1977, is one of the most successful community revitalization programs in the country’s history. Accord-
ing to a recent report by the National Community Reinvestment Coalition, an advocacy group in Wash-
ington, the act has encouraged lenders to invest more than $4.5 trillion in minority and low-income areas.

This money helped to remake devastated neighborhoods like the South Bronx, helping to �nance new 
housing and businesses. It has helped provide essential services in such neighborhoods, including medical 
centers and housing for the elderly and disabled –projects that the private sector too often refused to back. 

But you can hardly pick up a newspaper or turn on the television these days without hearing critics argue 
that [CRA] created the current mess we’re in by forcing banks to lend to people in poor areas who were 
bad credit risks. Representative Steve King of Iowa has introduced legislation that would repeal the act

The charges do not hold up. First, how could a 30-plus-year-old law be responsible for a crisis that has 
occurred only in recent years? Then there’s the fact that the regulatory guidance issued under the reinvest-
ment act and other banking laws actually impose restraints on the riskiest kinds of subprime lending. 

In addition, subprime lending was not driven by banks, which are covered by the act. Rather, most sub-
prime lending was driven by independent mortgage lending companies, which the act does not cover, and, 
to a lesser extent, by bank af�liates and subsidiaries that are not fully covered by the act. By some esti-
mates, nonbank lenders and bank af�liates and subsidiaries may have originated 75 percent or more of the 
riskiest subprime loans. 

“Subprime Meltdown Culprits,” Los Angeles Times, Oct. 25, 2008 (editorial)

Editorial has been edited for space

As the cost of Wall Street’s credit crisis has mounted, the hunt for villains has intensi�ed and the accu-
sations of fault have widened. At �rst the focus was on greedy pro�teers among lenders and investment 
bankers, who were an easy (and deserving) target. Then the �nger-pointing became politicized, with 
Democrats blaming deregulation advocates in the Bush administration and previous GOP-controlled 
Congresses, and Republicans citing in�uential Democrats at Fannie Mae and Freddie Mac and their allies 
on Capitol Hill. Lately, even former Federal Reserve Chairman Alan Greenspan, who once incited hero-
worship among lawmakers, has been heaped with blame.

“…you can hardly 
pick up a newspaper 

or turn on the tele-
vision these days 

without hearing crit-
ics argue that [CRA] 
created the current 

mess we’re in by forc-
ing banks to lend to 
people in poor areas 
who were bad credit 

risks.”
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But it’s not just the rich and powerful who have been held up for scorn. Some politicians have also started 
pointing fingers toward the bottom of the economic ladder, associating the problems in the financial mar-
kets with irresponsible low-income borrowers and advocates for affordable housing. The latter include the 
controversial group ACORN, the Assn. of Community Organizations for Reform Now, which was best 
known as a lobbyist for low-cost housing before it gained infamy for its fraud-tolerant voter-registration 
drives. Had banks not been forced to make loans to minorities and people with lower credit scores, some 
say, the subprime meltdown would not have occurred.

Underlying this point of view is the belief that government regulation and intervention in markets cause 
more problems than they solve. In particular, these critics maintain that the 1977 Community Reinvest-
ment Act pushed banks to make bad loans by requiring them to serve low-income neighborhoods. Al-
though the law set no lending quotas or even targets, it enabled community groups to extract concessions 
from banks that sought to expand or acquire rivals. ACORN, for example, has used the CRA as leverage 
to compel banks to create pools of loans for low- and moderate-income families. Its efforts have generated 
about $6 billion in loans to these borrowers, while also generating funds for ACORN’s nonprofit housing 
corporation. Supporters call that a win-win scenario; critics say it’s legalized extortion.

Linking the credit crisis to the push for more affordable housing, however, is blaming the victim. Had 
banks covered by the CRA been the driving force behind the boom in subprime lending, or had Fan-
nie Mae and Freddie Mac been true to their mission of promoting affordable homes and apartments, the 
housing market wouldn’t have inflated as dramatically, and the pain wouldn’t have been as great when the 
bubble burst. Borrowers made their share of mistakes and reckless decisions, but the more fundamental 

problem is that too many mortgage brokers, lenders 
and investors stopped caring whether loans could be 
repaid. They abandoned the underwriting standards 
that would have protected borrowers and lenders 
alike.

It’s easy to dismiss the rap against the CRA if you 
understand why Congress enacted the law. Com-
mercial banks’ reluctance to serve minority and 
low-income communities had left these areas open 
to exploitation by less savory sources of credit, such 
as payday lenders. Consumer advocates pushed 
Congress to end this redlining because they wanted 
banks’ good lending practices to drive predatory 
lenders out of those communities. The law and 
subsequent regulations made clear that banks and 
thrifts were being asked to try harder to find capable 

borrowers, not to make loans that were more likely to default. As the Federal Reserve Board put it in 
Regulation BB, “[T]he board anticipates banks can meet the standards of this part with safe and sound 
loans, investments and services on which the banks expect to make a profit. Banks are permitted and 
encouraged to develop and apply flexible underwriting standards for loans that benefit low- or moderate-
income geographies or individuals, only if consistent with safe and sound operations.” 
 

“Some politicians have 
also started pointing 
fingers toward the bottom 
of the economic ladder, 
associating the problems in 
the financial markets with 
irresponsible low-income 
borrowers and advocates 
for affordable housing.”

“Linking the credit 
crisis to the push 
for more affordable 
housing, however, is 
blaming the victim. 
Had banks covered 
by the CRA been the 
driving force behind 
the boom in subprime 
lending, or had Fannie 
Mae and Freddie Mac 
been true to their 
mission of promoting 
affordable homes and 
apartments, the hous-
ing market wouldn’t 
have inflated as 
dramatically, and the 
pain wouldn’t have 
been as great when 
the bubble burst. “
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Here are three more data points that show the CRA or affordable-housing efforts in general can’t be 
blamed for the growth in subprime loans. Most subprime loans started with brokers and lenders not 
covered or affected by the CRA, such as now-defunct New Century Financial. Such loans went mainly to 
middle- and upper-income borrowers. And the vast majority were for home refinancing, not new purchas-
es. The problem with these refinancings was that they were built on sand – they existed to generate fees 
for brokers and lenders and/or to tap equity that would evaporate soon after the bubble burst. Beyond that, 
a recent study found that loan programs aimed specifically at low-income borrowers have significantly 
lower default rates than subprime loans in general.

The last things anyone wanted from the CRA were the exotic mortgages that have failed at alarming 
rates, including “liar loans” and “negative amortization” mortgages whose low payments pushed borrow-
ers deeper into debt. So why did those types of loans and other questionable practices proliferate? Because 
they generated higher returns for lenders and investors. 

“Subprime Scapegoats,” Boston Globe, Oct. 11, 2008 (editorial)
Editorial has been edited for space

Amid a global financial crisis that began with unsustainable loans to people with bad credit, it was only a 
matter of time before apologists for Wall Street excesses would try to pin the blame on the poor – and on 
government policies meant to help them.

Sure enough, the Community Reinvestment Act has emerged in recent weeks as a favorite target of con-
servatives and others who oppose any government 
intervention in the market, for it requires banks to 
lend in neighborhoods they might otherwise avoid.

And yet the Community Reinvestment Act has 
nothing whatsoever to do with the subprime mess.

The law applies specifically to commercial banks, 
which in recent months have been the least volatile 
part of the financial-services industry. The measure 
was passed in 1977 to combat redlining, the practice 
of banks refusing to write mortgages in poor neigh-
borhoods – even when they were taking deposits 
from residents of those neighborhoods.

The subprime mortgages that have failed left and 
right are the antithesis of the carefully designed, 
well-supervised loans provided by tightly regulated 
banks. No law forced a mob of unregulated lenders 
to make loans in poor neighborhoods. Rather, mortgage companies and Wall Street financiers saw a busi-
ness opportunity in subprime lending, where the risk of default was high but so were the interest rates.

Never mind that subprime mortgages were once considered as disreputable a business as check-cashing 
stores and payday loans; big-time investors took a keen interest once the potential rewards became clear. 
When financial firms began buying up and bundling mortgages, redividing them into securities, and sell-
ing them off, individual brokers had no incentive to make sure any given mortgage would be sustainable if 
housing prices fell.

“The subprime mortgages 
that have failed left and 
right are the antithesis of 
the carefully designed, 
well-supervised loans 
provided by tightly regulated 
banks. No law forced 
a mob of unregulated 
lenders to make loans in 
poor neighborhoods. “

“The last things any-
one wanted from the 
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mortgages that have 

failed at alarming 
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low payments pushed 
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Reinvestment Act has 
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subprime mess.”
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Far from being forced to write new loans, brokers competed to sell home mortgages to lower-income 
customers. Nadine Cohen, a senior attorney in the consumer unit of Greater Boston Legal Services, has a 
client who had been living in public housing in Cambridge for $350 a month - before getting a $500,000 
home loan.

In that case, as in so many of today’s mortgage horror stories, the lender wasn’t a traditional bank.  The 
subsequent meltdown of the nation’s entire financial system could not have happened without a huge – 
and entirely voluntary – inflow of money from Wall Street into a sketchy sector of the mortgage market. 
Nobody forced investment firms to wager billions of dollars directly on these loans, or to build an elabo-
rate web of complex financial transactions dependent upon their continued performance. But they did.

The recent animosity over the Community Reinvestment Act, in short, simply can’t be explained by the 
facts. Among the law’s critics, there’s more than a whiff of social Darwinism – the certainty that only a 
government policy aimed at helping losers could lead the whiz kids of Wall Street so far astray. Hogwash. 
The current financial crisis grows out of loose regulation that gave big investors plenty of freedom to make 
foolish bets, and then force their losses upon the taxpayers.

“The Subprime Good Guys,” Slate, Nov. 15, 2008
By Daniel Gross
Gross is a columnist for Slate and Newsweek;  
article edited for space

In recent months, conservative economists and editorialists have tried to pin 
the blame for the international financial mess on subprime lending and sub-
prime borrowers. If bureaucrats and social activists hadn’t pressured firms 
to lend to the working poor, the story goes, we’d still be partying like it was 
2005 and Bear Stearns would be a going concern. The Wall Street Journal ’s 
editorial page has repeatedly heaped blame on the Community Reinvest-
ment Act, the 1977 law aimed at preventing redlining in minority neighbor-
hoods. Fox Business Network anchor Neil Cavuto in September proclaimed 
that “loaning to minorities and risky folks is a disaster.”

This line of reasoning is absurd for several reasons. Many of the biggest subprime lenders weren’t banks 
and thus weren’t covered by the CRA. Nobody forced Bear Stearns to borrow $33 for every $1 of assets 
it had, and Fannie Mae and Freddie Mac didn’t coerce highly compensated CEOs into rolling out no-
money-down, exploding adjustable-rate mortgages. Banks will lose just as much money lending to really 
rich white guys like former Lehman Bros. CEO Richard Fuld as they will lending to poor people of color 
in the South Bronx.

But the best refutation may come from Douglas Bystry, president and CEO of Clearinghouse CDFI 
(community-development financial institution). Since 2003, this for-profit firm based in Orange County – 
home to busted subprime behemoths such as Ameriquest – has issued $220 million worth of mortgages in 
the Golden State’s subprime killing fields. More than 90 percent of its home loans have gone to first-time 
buyers, about half of whom are minorities. Out of 770 single-family loans it has made, how many foreclo-
sures have there been? “As far as we know,” says Bystry, “seven.” Last year Clearinghouse reported a $1.4 
million pretax profit.

Community-development banks, credit unions, and other CDFIs – a mixture of faith-based and secular, 
for-profit and not-for-profit organizations – constitute what might be called the “ethical subprime lend-
ing” industry.  Even amid the worst housing crisis since the 1930s, many of these institutions sport healthy 

Daniel Gross

“Since ethical 
subprime lenders 
know they’re going 
to live with the loans 
they make –rather 
than simply sell 
them – they invest in 
initiatives that will 
make it more likely 
the loans will be 
paid back.” 

“The recent animosity 
over the Community 
Reinvestment Act, in 
short, simply can’t 
be explained by the 
facts.”
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payback rates. They haven’t bankrupted their customers or their shareholders. Nor have they rushed to 
Washington begging for bailouts. Their numbers include tiny startups and veterans such as Chicago’s 
ShoreBank, founded in 1973, which now has $2.3 billion in assets, 418 employees, and branches in 
Detroit and Cleveland. Cliff Rosenthal, CEO of the National Federation of Community Development 
Credit Unions, notes that for his organization’s 200 members, which serve predominantly low-income 
communities, “delinquent loans are about 3.1 percent of assets.” In the second quarter, by contrast, the 
national delinquency rate on subprime loans was 18.7 percent.

Participants in this “opportunity finance” field, as it is 
called, aren’t squishy social workers. In order to keep 
their doors open, they have to charge appropriate rates 
slightly higher than those on prime, conforming loans 
– and manage risk properly. They judge their results on 
financial performance and on the impact they have on 
the communities they serve. “We have to be profitable, 
just not profit-maximizing,” says Mark Pinsky, presi-
dent and CEO of the Opportunity Finance Network, 
an umbrella group for CDFIs that in 2007 collectively 
lent $2.1 billion with charge-offs of less than 0.75 
percent.

What sets the “good” subprime lenders apart is that 
they never bought into all the perverse incentives and 
“innovations” of the bad subprime lending system – the 
fees paid to mortgage brokers, the fancy offices, and 
the reliance on securitization. Like a bunch of present-
day George Baileys, ethical subprime lenders evaluate 
applications carefully, don’t pay brokers big fees to rope 
customers into high interest loans, and mostly hold 

onto the loans they make rather than reselling them. They focus less on quantity than on quality. 

Since ethical subprime lenders know they’re going to live with the loans they make –rather than simply 
sell them – they invest in initiatives that will make it more likely the loans will be paid back. 

Excerpt from “Blaming the Victims,” Pittsburgh Post-Gazette, Oct. 22, 2008
By Peter Harvey
Harvey is executive director of the Fair Housing Partnership in Pittsburgh

CRA lending has led to the creation of businesses and jobs, decent and affordable housing for seniors, ac-
cessible housing for persons with disabilities and participation in the American dream of homeownership 
for many families, especially families of color.

Rather than pinning the current financial crisis on the rules designed to end unfair lending practices, 
policy makers should work together to improve regulatory oversight for all lenders, promote access to 
credit for all qualified home buyers and prevent a repeat of the practices that helped create this crisis.

“Community-development 
banks, credit unions, and 
other CDFIs – a mixture of 
faith-based and secular, 
for-profit and not-for-profit 
organizations – constitute 
what might be called the 
“ethical subprime lending” 
industry.  Even amid 
the worst housing crisis 
since the 1930s, many of 
these institutions sport 
healthy payback rates.” 

“…What sets the 
“good” subprime 

lenders apart is that 
they never bought 

into all the perverse 
incentives and “in-

novations” of the 
bad subprime lend-

ing system”

“Rather than pinning 
the current financial 

crisis on the rules 
designed to end unfair 

lending practices, 
policy makers should 

work together to 
improve regulatory 

oversight for all 
lenders, promote 
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qualified home buyers 
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of the practices that 

helped create this 
crisis.”
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“Some of the conservatives said that 
I was responsible because I enforced 
the Community Reinvestment Act, and 
they said that’s what made all these 
subprime mortgages be issued. That’s 
also false,” said President Bill Clinton. 

Bill Clinton

Final Word
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The National Association of Affordable 
Housing Lenders (NAAHL) represents 
America’s leaders in moving private capital 
to those in need. Started in 1990, NAAHL 
encompasses 200 organizations committed 
to increasing private lending and investing 
in low- and moderate-income communities. 
Members are the “who’s who” of private 
sector lenders and investors in affordable 
housing and community economic 
development: banks, thrifts, insurance 
companies, community development 
corporations, mortgage companies, loan 
consortia, financial intermediaries, pension 
funds, foundations, local and national 
nonprofits, and allied professionals. 

By pooling the knowledge and resources 
of our members, we can do an even better 
job of making a real difference. Through 
conferences, publications, public policy 
advocacy and other activities, NAAHL 
supports private investment in communities: 
in affordable housing, small business, micro-
enterprises and community development. 
NAAHL is open to all community investment 
practitioners. 

The Center for Community Lending, a
501 (c) 3 foundation, was formed by 
nonprofit organizations in 2000. It is 
dedicated to conducting and sponsoring 
research and education about community 
lending to expand the availability of credit, 
promoting revitalization of distressed 
neighborhoods and families, eliminating 
discrimination in lending and promoting 
equality of opportunity for access to credit.





The National Association of
Affordable Housing Lenders
1667 K Street, NW, Suite 210
Washington, DC 20006

tel: 202-293-9850
fax: 202-293-9852
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