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In response to an outcry for reform, on July 21, 2010, President Obama signed the Dodd-Frank Wall 
Street Reform and Consumer Protection Act into law. Much of the legislation centers on new regulations 
affecting how Wall Street functions, including the infusion of new powers in the Federal Reserve, and new 
government authority to shut down large fi nancial companies on the brink of failure.

Nevertheless, while the bulk of the legislation is aimed at Wall Street, most consumers want to know how 
the law will affect them. Here are some of the provisions that may directly affect consumers like you.

Revised mortgage lending practices

The legislation institutes new mortgage lending rules intended to provide more borrower protection. For 
instance, lenders will have to follow defi ned standards to verify whether, based on income, credit history, 
and other data, a borrower has a reasonable ability to repay a loan including associated taxes and insurance. 
And if the lender doesn’t adhere to this “ability to repay” standard, or if the mortgage has excessive fees 
or abusive terms, the borrower may raise those factors as a defense to foreclosure without regard to any 
statute of limitations.

Lenders also must retain at least a 5% interest in loans they make that don’t meet certain standards, so that 
a lender will be less inclined to make a loan to a borrower who can’t afford it; the law is also designed to 
prevent a lender from selling the loan and passing all of the risk of default onto the secondary mortgage 
buyer.

While these rules may limit the size of the mortgage you qualify for, they’re intended to prevent you from 
being steered into a loan that’s not suitable for you. Lenders can no longer provide mortgage originators 
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and loan offi cers with fi nancial incentives such as higher commissions for directing potential borrowers to 
mortgages with higher interest rates. And lenders can’t coerce or encourage an appraiser to make a faulty 
appraisal of a property’s value so the borrower may obtain a loan more easily.

Making the entire process of obtaining a loan more transparent is a key goal of fi nancial reform. For 
instance, loan originators of residential mortgages must disclose any confl icts of interest and compare costs 
and benefi ts of a mortgage offered to a potential borrower. Prepayment penalties on balloon loans and 
adjustable-rate mortgages (ARMS) are banned and must be disclosed on other loans. If you have a hybrid 
ARM, the lender must give you at least six months notice in advance of any change in the interest rate. And 
if you’re unable to make your mortgage payments as a result of losing your job or because of a medical 
condition, you may now qualify for up to $50,000 in assistance loaned through HUD’s existing Emergency 
Mortgage Assistance Fund.

Lenders are prohibited from refi nancing an existing mortgage unless the new mortgage offers a net benefi t 
to the borrower, and borrowers are entitled to a copy of the lender’s appraisal of the property no later than 
three days prior to the closing.

Consumer protection provisions

The law provides for regulation of consumer fi nancial products under the auspices of a single agency: 
the Consumer Financial Protection Bureau. This government entity will serve as a consumer protection 
watchdog, able to write rules for consumer protections governing all fi nancial institutions--banks and other 
institutions offering consumer fi nancial services or products. This agency will also regulate the private 
student loan industry while giving students access to information about private student loans.

Increase in FDIC account protection

During the fi nancial crisis, the Federal Deposit Insurance Corporation (FDIC) temporarily increased the 
amount it will insure on deposit accounts in FDIC-insured banks from $100,000 to $250,000. The law 
makes the $250,000 limit permanent. For example, you and your spouse can each have separate deposit 
accounts as well as a single joint account and qualify for up to $1 million worth of total FDIC protection.

Another change is your ability to get your credit score for free if you were turned down for credit, housing, 
or a job based, in part, on your credit score. You can also get your credit score if your credit card company 
changes your credit terms based on a negative credit score. The free look at your credit score isn’t available 
if you don’t have a negative credit experience, however.
     


