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PROLOG:

Now in at least the second year of the “Great Recession of the 21st Century”, it is apparent that nothing positive is happening with America’s hard hit Housing Industry, which is / was the prime cause of the Recession.  This industry relates to somewhere between 11 and 16% of the nation’s GDP, and yet there are no state or federal programs on the near horizon that seem to be addressing the problem of homeowner distress and the ever mounting need for housing.  Furthermore, the news seems to only get worse with each six month period - the number of foreclosed homes and financial implications for all concerned either seems to always stay the same (undiminished) or grows.  There are about seven states in the country that have the largest number of distressed homes and California is either No.1 or near the top.
It seems to me that there is much discussion about the causes and the current state of affairs, where the banking industry’s unwillingness to grant loans to anyone but those individuals who need loans the least.  Meanwhile, there seems to nothing to address the pent-up rental housing need.  In times of economic downturn, it is many people’s opinions that renting in preferential to purchasing, yet this ideology is never conveyed to the average person.  Instead, they are ever encouraged to seek the Great American Dream of Home Ownership, though a great percentage can’t, won’t or will never qualify for even basic housing.

It seems to me that there is a disconnect between the two concepts, though I believe there is a strong relationship between all housing types.  From the details I have read many articles and had expressed to me many expert opinions that all lead me to believe there is no one or no particular group that is looking at the big picture and trying to find solutions for all of the parties embroiled in this housing issue.  Each one seems to only be concerned about making the best of their own financial position.  Some groups doing better the others.  Let’s see; there are the Federal Agencies (Freddie Mae, Freddie Mac, HUD, FDIC, and Federal Treasury), the lending or investment institutions (Banks, Investment Firms, Wall Street brokerage companies), insurance industry, homeowners and loan management companies.  None of these groups seem eager to work with the other, with the exception of the distressed homeowners, who are left trying to fend for themselves against the giant companies.  There does seem to be some federal and / or state laws that give some help or relief to the embattled homeowner.
Distressed homeowners could be in a number of categories; A) Barely hanging on to their homes, paying a large percentage of their incomes each month. Note:  There are many of these homeowners, who are “upside down” and are unable to get refinanced loans at lower interest rates or to re-negotiate better terms with lenders.  B) Those that are no longer able to meet their monthly obligations and awaiting foreclosure and eviction, sometimes for years on end.  C)  Those who are seeking “Short Sales” and relief from there loan obligations and D) those who simply abandon or walk away from their homes and loan obligations.
Under the current economic situation banks have no incentive to loan or find solutions to the homeowner’s problems.  The facts seem to show that the originating lender long ago sold the paper to a succession of buyers who all in turn made profits.  It now seems obvious that a great percentage of outstanding loans are unable to ascertain who exactly these current note holders are, which may be at the crux of why no solutions seem to be forthcoming from the banking industry.  The only group that seems to be making money is the property management firms, who profit through years of fees for their efforts.
All the while, these distressed properties become unimproved, rundown, neglected, vandalized and in short time, becoming obvious eyesores for our cities neighborhoods, bringing down values to the neighbors and the city even further.

I’m thinking of a relationship between lenders, possibly underwritten by cities, states and the federal governments as stimulus money that allows an interested third party to come in and rent these homes from the distressed homeowner for a fraction of the market rental price.  This third party could then make whatever repairs and improvements necessary to be habitable and then rent to a fourth party for double the third party’s rent.  This would cover expenses, allow for profits and keep the house habitable and safe, while improving the neighborhood and opening up rental opportunities at below market rates.  A win-win for all.
