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October 23, 2007
Dear Senator:

The news has been filled of late with stories dril@eak in the sub-prime mortgage market and
calls have grown louder for the government to doething to alleviate the suffering of those
under threat of losing their homes. We are writmgirge you to be careful not to allow this
difficult situation to be used as a pretext foraasing the size and intrusiveness of the federal
government.

We specifically oppose creating or expanding progr#o provide explicit government loan-
guarantees, allowing government-sponsored entegpghich enjoy an implicit taxpayer
guarantee) to purchase more loans, direct-aid t@Wwers, granting bankruptcy judges the
power to rewrite mortgage contracts, and new regojaequirements that go beyond disclosure
to determinations of suitability.

Sub-prime mortgage lenders and their customerseshieto agreements both understood to
contain certain risks. Lenders and holders of gage-backed securities knew their risk was the
possibility that borrowers may not have the meansake their payments once those payments
increased.

Some borrowers chose risky loans and purchasedbadhgy otherwise could not afford in the
traditional mortgage market. Others chose thesesl@as a wealth management tool and to help
them achieve financial goals such as starting anbss. People are free to speculate as to their
future earnings and ability to repay mortgages el & speculate on the future of housing
prices. Government should not step in simply beeaome people took risks that didn’t work
out.

That is not to say there aren’t things governmantao. Where fraud occurred, it should be
fully prosecuted. And government should reduceiéa that inhibit lenders and borrowers



coming together to negotiate terms beneficial tthlsides, so lenders are not out money and
borrowers do not lose their homes.

We urge you to act deliberately and avoid any tewmur to step in with a government bailout
that would reward financial imprudence, create aahloazard, and set a dangerous precedent
that encourages irresponsible risk-taking at tagpaypense. Nor should you intervene to
prohibit risk-taking that could give some familigeater economic opportunity.
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