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It seems like everyday the media inundates the
public with some news about mortgage meltdow n
and different bailouts. Some of that information
pertains to loan modification initiatives intended
to help borrowers preserve their homeow n e r s h i p .
U n f o r t u n a t e l y, there is a fair amount of confusion
and misinformation regarding loan modifi c a t i o n s
and how they work. Our firm has been receiving a
number of inquires and the following is a brief
ove r v i ew of common misconceptions rega r d i n g
this subject.

Myth #1: A loan modification is the same as
loan re fi n a n c i n g.

Tr u t h : It is not. A modification invo l ve s
amending terms of an existing loan, without pay-
ing it off or changing the lender. On the other
hand, refinancing always pays off the ex i s t i n g
m o r t gage and invo l ves a placement of a new loan. 

Myth #2: The gove rnment can modify my
loan (HOPE pro g r a m ) .

Tr u t h : There are various loan modification ini-
t i a t ives being proposed and implemented by the
g overnment, the mortgage lending industry, and
the individual lending institutions. The program,
which received the most publicity, is the HOPE
for Homeowners initiative. Under this program,
the government encourages mortgage lenders to
voluntarily work with borrowers who are at risk of
d e faulting or in foreclosure. The government does
not facilitate the loan modification, but it offers an
FHA mortgage guaranty to the lenders, which
r e finance distressed borrowers. In reality, this is
not a loan modification but a loan refi n a n c i n g
assistance. This program has various restrictions
and conditions, for more information visit:
w w w. h u d . g ov/hope for homeowners . 

Myth #3: All loan modifications are the
s a m e .

Truth: Not so. There are various types of loan
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According to a recent report published by
DataQuick (www.dataquick.com), Southern
California home sales jumped a record 65 per-
cent this past September, as compared to a
record low of September 2007. The highest
increases were in Riverside CountyÐ106.1 per-
cent, Orange CountyÐ62.3 percent, and San
Diego CountyÐ56.4 percent. ThatÕs the good
n ewsÉthe bad news is that the California
median home prices dropped by 33 percent in
the same period. 

Drop of median prices doesnÕt necessarily
mean that there is an identical drop in real
home values. The median price is the price in
the middle of all homes sold. If the median
prices go down, it means that that lower priced
properties are selling. It also means that there is
a downward pressure on the real prices, which
have declined in California by an average of
about 20% in the last 12 months (some areas

more than other). A similar pattern is also seen
in Arizona, Nevada, and Florida.

Most of the increased sales activity was
fueled by foreclosures and sales bank owned
properties being sold at fire-sale prices (over 50
percent of all sales). Global credit crunch and
r egulatory pressures force many lenders to
clean their balance sheets and unload non-per-
forming assets, such as delinquent mortgage
loans secured by real estate. 

So, the million-dollar question is: are the
prices hitting the bottom yet? Looking at the
long-term price trend and the number of prop-
erties for sale, there is no clear indication that
this is the case. However, we might be getting
closer. Prices are a function of supply and
demand. Right now the supply of real estate is
much higher than the demand, but there is a
point at which the prices are low enough to
stimulate new demand. 

ThatÕs what happened in September when in
some areas (e.g. Riverside County) prices of
homes dropped below the replacement cost,
which literall y generated a buying frenzy.
Realtors are telling us that some of the well-
priced bank repos get as many as three to five
offers a day.

Eventually the supply of houses for sale will
go down to reasonable levels, but for that to
happen, the number of loan defaults, foreclo-
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Our commitment is to create a different experi-
ence for our Clients. Our mission is to treat eve ry
Client with the utmost care and respect and pro-
vide the highest quality personalized service. Ou r
goal is to understand our ClientÕs needs and work
t ow a rds fulfilling them with customized lending
solutions. We specialize in providing real estate
financing to purchase and refinance re s i d e n t i a l

and commercial pro p e rties. A va s t
majority of our Clients are repeat cus-
tomers and re f e r r a l s .
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m o d i fication, depending the servicing lender (the
lender which collects your payments) and borrow-
e r Õs individual situation. For instance, if the
b o r r ower is current on his/her loan (not over 30
days past due), the loan might be eligible for a stan-
dard Loan Modification. How eve r, if the loan is one
to three months past due, it may be a candidate for
a Loss Mitigation Modification. Modifications may
i nvo l ve lowering the interest rate, payment reduc-
tion, and/or reducing the loan balance.

Myth #4: Loan modification pro c e d u res are
the same with every lender.

Tr u t h : Each lender has its own loan modifi c a-
tion policies and procedures. T h ey also va r y
depending on whether the servicing lender ow n s
the mortgage note or is merely a servicing agent
collecting the payments on behalf of the e n d
i nvestor(s). The procedures may also depend on
h ow many non-performing loans the lender has and
whether it faces regulatory pressures.

Myth #5: I  must be late on my loan to be eli-
gible for a loan modifi c a t i o n .

Tr u t h : This is probably the most common mis-
conception. Loss Mitigation modifications are
typically available when borrowers are at least one
to three months late on their mortgage or if there
is an eminent possibility of default. How eve r,
there are other loan modification programs ava i l-
able for borrowers who are current on their loans.
In either case, the homeowner must be able to
demonstrate a legitimate financial hardship wa r-
ranting a modifi c a t i o n .

Please note: our firm NEVER recommends to
intentionally default on a mortgage loan. There are
s everal reasons for that. First of all, there is
absolutely no guaranty that just because the loan is
late, the loan modification will be approved. Being
late on a mortgage ruins borrow e r s Õcredit and lim-
its or eliminates other financing options. In
addition, lower credit score costs more money on
all consumer credit such as credit cards, car loans,
and installment loans. Moreove r, many insurance
companies can increase their premiums based on
p e r c e ived insurance risk associated with low e r
credit scores. Finally, more and more employ e r s
require good credit standing as a condition of new
or continued employment. Defaulting on a m o r t-
gage should be the choice of last resort; only after
all other options have been ex h a u s t e d .

Myth #6 Loan modifications are always easy
(or diffi c u l t ) .

Tr u t h : Due to a huge volume of requests and
certain legal uncertainties on side of the servicing
lenders, the loan modification process can take
time and effort. It can be frustrating, especially for
people who do not have a good understanding of
m o r t gage banking terminology. Most lenders have
attempted to  ÒstreamlineÓ their loan modifi c a t i o n
procedures and some progress has been made.
H ow eve r, it is still a case-by-case game, because
lenders want to make sure that people who are
attempting to modify their loans have a true and
l egitimate financial hardship. Some modifi c a t i o n s
are easier than other.

Myth #7 Loan modifications take at least 90
days to pro c e s s .

Truth: A typical loan modification take s
between 10-90 days. Some more complex cases
can take longer, depending on the borrow e r Õs situ-
ation and the lenderÕs capacity. 

Myth #8 All loan modification companies
offer the same serv i c e .

Tr u t h : There is an increasing number of com-
panies offering loan modification services. T h e s e
companies sent literally millions of solicitations
via direct mail, email, and the Internet adve r t i s e-
ments. Loan modification fees can range from a
f ew hundred dollars to thousands. A professional
assistance may be very helpful in loan modifi c a-

tion negotiations, how ever homeowners should
proceed with caution. Before engaging a loan
m o d i fication company, one must fully understand
the scope of its service and the fees invo l ved. A l l
of that should be disclosed upfront and in writing.
B eware of any service provider ÒguaranteeingÓ
that the loan modification will be successful. T h e
truth is, that ultimately it is up to the lender to
agree to the modification. It is always a good idea
to work only with a reputable company, which has
the highest rating (A+, A) from the Better
Business Bureau (www. b b b. o rg ) .

For questions or comments reg a rding loan
m o d i fication services, please contact Robert W.
Dudek at 1-800-507-9990 ext. 110 or email:
rd u d e k @ s h l c . c o m .

Prime Rate ...................................................................... 4.00%!
10 year U.S. Treasury Bond ..............................................3.75%!
11th District Cost of Funds ................................................2.76%!
12 month MTA ..................................................................2.22%"
1 month LIBOR..................................................................1.48%"
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Got Loan?
Our mortgage financing niches:
¥ Custom lending solutions with personalized service         
¥ Loans for Purchase, Refinance, and Cash Out
¥ Residential and Commercial Properties
¥ Owner Occupied, 2nd Home, and Investment
¥ Institutional and Private Placement Financing
¥ Up to 95% LTV
¥ Loan Amounts: $100K - $25MM 
¥ Interest Rates as low as 5.375%* (5.62% APR)
¥ Fixed and Flexible Payment Options 
¥ All Credit Scores Considered  
¥ Lending in CA and HI
For more information or to schedule a Free confidential consultation, please contact Robert W. Dudek at 
(619) 280-9990 ext. 110, toll-free 1-800-507-9990 ext.110 or via email at: rdudek@shlc.com. 
*OAC, interest rates and terms subject to market change.
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Chief Lending Officer

Myths
continued from front page

Housing Market
continued from front page

sures and bank-owned properties must go dow n .
In case of residential real estate, the magic num-
ber is about six months of supply. Six months of
supply means that it would take six months to
sell the entire inventory of properties for sale
based on the current bu y e r s Õdemand. 

At the present, the nationwide supply of resi-
dential properties for sale is on the ave r a g e
around 12 months. Once this number goes to
d own to six or less months, prices will first leve l
o ff and then gradually start going up again. T h e
real question is not ÒifÓ but Òwhen.Ó
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Loan Modification Services
S t a t ewide Home Loan Corporation offers a loan modification service designed           
to assist homeowners with distressed mortga g e s .
Borrowers in the following situations can benefit from this service:

¥ Behind in mortgage payments
¥ Have mortgage payments gone up
¥ Unable to sell or refinance due to lack of equity
¥ Need to renegotiate a mortgage loan
¥ Personal financial hardship
¥ Poor credit OK
For more information and a Free Loan Modification consultation, please contact Robert W.

Dudek at 619-280-9990, toll-free 1-800-507-9990 ext. 110 or via email: rdudek@shlc.com.


