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Barriers to Private Securitization

1) Clarifying the “qualified residential mortgage” and 
“qualified mortgage” standards under Dodd-Frank

2) Improving servicing standards and confidence in the 
origination-level underwriting of loans

3) Removing the GSEs from the playing field
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Principles of Mortgage Finance Reform
1) Broad and constant liquidity

2) Systemic stability and reduced taxpayer exposure

3) Affordably priced mortgage finance (including for rental 
housing)

4) Consumer protection

5) Increased transparency and standardization (to 
support all of the above)
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What Should the Future Government Role Be?
Three competing visions of the government role:
1) No government backstop (regulation only):
 Wallison

2) Government backstop only for countercyclical 
moments:
1) Scharfstein

3) Government backstop at all times (for limited part of 
market) to ensure broad availability of mortgage finance 
and consumer-friendly products:
• MFWG, Passmore/Hancock, Pozen, Dynan/Gayer, 

Marron/Swagel, Mortgage Bankers Association, etc.
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Would a purely private market provide broad 
liquidity and consumer-friendly products?

• Only two examples of a private mortgage system:
• 1) Pre-New Deal residential real estate
• 2) Current commercial real estate (To a lesser extent) 

• Based on these examples, you’d expect to see:
• 1) Reduced availability of mortgage finance to high wealth, high 

income borrowers
• 2) Loan characteristics that are highly favorable to the lender, 

highly onerous to the borrower: short durations (3-5 years), high 
rates, non-amortization (interest only), high down payments (50%)
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