Mortgage rules aim
to halt risky loans
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New mortgage-lend-
ing rules took hold Fri-
day that federal regula-
tors say will guard
against the risky lending
practices that contribut-
ed to the collapse in U5,
home prices. Here's a
look at the rules, what
they do and why they
matter.

Q: What are the new
rules, and where did they
come from?

A; There are several

terms to know. The first ~weighing their income,

is the “ability-to-repay”
rule,

It was required by the
2010 Dodd-Frank fian-
cial overhaul legislation
as a response to the fi-
nancial crisis. The rule
was crafted by the Con-
sumer Financial Protec-
tion Bureau, which will
gversee its enforcement.

Q: What does it do?

A: It requires mort-
gage lenders to make
sure borrowers can actu-
ally afford their loans,
over the long term, by

assets, savings and debt
against their monthly
house payments.

Q: What else is new?

A: Another term you
need to learn is “quali-
fied mortgage” or QM. A
QM meets new guide-
lines, and borrowers who
get them are presumed
to meet the ability-to-re-

ay requirements. If

enders make (M loans,
they have more protec-
tions against future law-
suits should the loans lat-
er go Sour



