FREQUENTLY ASKED QUESTIONS ABOUT
DISCRIMINATORY PREDATORY LENDING

1) What is discriminatory predatory lending?

Discriminatory predatory lending targets borrowers with limited or poor
credit for loans with exorbitant or abusive terms based on race, national origin,
sex, age, or other discriminatory categories. Most abusive home-lending
practices occur in the sub-prime market and many address home loan
opportunities for people with limited credit histories.

2) Are all sub-prime loans predatory or discriminatory?
No, but nearly all predatory loans are sub-prime and many predatory
loans are discriminatory.

3) Who are the victims of predatory lending?

African Americans, Latinos, and elderly women are the primary targets of
predatory lending practices. Studies show significant racial and ethnic
differences in Montgomery County related to the lack of conventional prime loans
in African American and Latino markets, and conversely, high levels of FHA and
sub-prime lending in these minority markets. Victims, including upper-income
minorities, may not even realize they are being victimized.

4) What are some of the most common abuses of discriminatory
predatory lending?

a) Steering African Americans, Latinos, seniors and women to loans that
offer unfavorable or abusive terms regardless of their credit, income, or
ability to repay the loan.

b) Charging unjustified high interest rates and excessive fees to borrowers
who are discriminatorily targeted.

c) Making repeated abusive or high fee loans to African Americans, Latinos
and senior citizens.

d) Making a loan without paying attention to how much money the borrower
makes, or whether or not he or she can repay the loan because of race or
national origin or age.

e) Imposing other requirements discriminatorily, like expensive and
unnecessary insurance payments, requiring disputes to go to expensive
and unfair arbitration procedures, and making sure borrowers cannot
refinance their loans after the loan is made.

f) Fraudulent practices, like asking senior citizens to sign papers with blanks
on them, lying about the terms of the loan, not disclosing a required
“balloon” payment, and other abusive practices directed toward a borrower
for discriminatory reasons.



5) How will Bill 36-04 address abusive lending practices and housing
discrimination?

Bill 36-04 will expand and strengthen the current fair housing law in
Montgomery County that addresses discriminatory lending practices:

a) For the first time the law will apply to individuals such as loan brokers, not
just lending institutions as it currently does.

b) The bill will increase the amount of compensatory damages that the
county’s Commission on Human Rights may award consistent with the
federal Fair Housing Act. Current damages are limited to $5,000.

c) The bill will require the county’s Office of Human Rights to provide an
annual report on discriminatory lending practices in the county to the
County Executive and Council.

6) Is Bill 36-04 a predatory lending bill?

No, the bill is a civil rights, fair housing bill that will address major civil
rights issues in lending. The bill is consistent with interpretations by courts,
federal agencies, and leaders in the lending industry about the ways that lending
practices are abusive and discriminatory. Local governments are preempted by
the state from passing anti-predatory lending laws.

7) Aren’t African Americans, Latinos, and elderly homebuyers
protected by consumer laws?

Consumer protection law does not go far enough when we’re talking
about discrimination. When African Americans, Latinos and other groups
protected against discrimination are targeted for abusive and predatory loan
terms, it is a civil rights issue, not just a consumer rights problem, and it should
be addressed with all of the civil rights protection and remedies that are available
for illegal discrimination.

8) Why haven’t more complaints about predatory lending been filed
with county offices?

Discrimination by its very nature is not announced publicly and many of
the victims of lending discrimination don’t even know that they have been
discriminated against. One of the important reasons to pass this bill is to ensure
that there will be more public awareness about discriminatory and predatory
lending practices, more public education, and more enforcement activity. Placing
enforcement of this bill with the county Office of Human Rights will ensure that
local investigators who are knowledgeable about identifying discrimination, and
who know and understand local housing patterns, conduct investigations of
violations.
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