
 

 

 
 

Collapse of Home Mortgage Lenders 
By: www.ProfitableInvestingTips.com 

We looked recently at the rental crisis and how that affects your investments. Now the housing market is 
ringing more alarm bells for the economy and markets with the collapse of home mortgage lenders. Inflation is 
at a four-decade high and the Federal Reserve is steadily raising interest rates to bring it down. Employment is 
at an all-time high and unemployment rates are at their lowest in decades. The overheated economy is fighting 
against supply chain glitches ranging from China’s zero tolerance approach to Covid and Russia’s invasion of 
Ukraine. First of all, how did the problem in the home mortgage sector happen? 

Independent Mortgage Lenders File for Bankruptcy 
In the early 2000s two-thirds of mortgages came from banks and a third from independent lenders. Today that 
proportion is reversed with two-thirds of the home mortgage business coming from independents. As interest 
rates go up independent lenders are stuck between short term credit loans at higher and higher interest rates 
and risky loans where homeowners are unable to pay on time or at all. Unlike banks that get their money from 
deposits, independent lenders do not have this cushion nor do they have the mandatory reserves that banks 
have. The end result is a wave of independent lender bankruptcies in the home mortgage business. 

2007 Mortgage Market Versus 2022 Mortgage Market 
The housing crisis and financial crisis were largely brought on by bank lending practices in which they 
encouraged home buyers to take on more debt than was prudent and talked them into low-interest loans with 
5-year balloons. When folks had to refinance at higher rates at five years they were in trouble. When the 
financial crisis and Great Recession hit, property values plummeted and folks were not only out of work but 
upside down on their mortgages as well! Today regulations about which banks complained have helped keep 
them out of trouble. This is not the case with independent lenders who have generally taken on riskier loans 
with no governmental backing. Today the issue is inflation followed by the Fed raising interest rates and, 
therefore, a looming recession.  

Mixed Economic Signs 
US unemployment numbers are their best in decades. More Americans are working than ever before. Prices 
are up for two reasons. The Fed, Congress, and two presidents poured money into the economy to fight the 
Covid crisis and then to, at long last, start to fix American infrastructure. And supply chains are disrupted due 
to China’s misguided zero tolerance Covid policy and Russia’s invasion of Ukraine. Neither of these problems 
will get better soon. Thus, prices will stay up unless the Fed cools the economy by making it more expensive to 
borrow. This will cool the housing market and likely continue the recent string of bankruptcies of independent 
mortgage lenders.  

http://www.profitableinvestingtips.com/
https://article.page/Vol604
https://article.page/Vol605
https://www.bloomberg.com/news/articles/2022-08-19/mortgage-lenders-are-starting-to-go-broke-as-loan-volumes-plunge
http://www.profitableinvestingtips.com/�


How Do Mortgage Lender Bankruptcies Affect Your Investing? 
For the vast majority of investors looking forward for months or years, mortgage lender bankruptcy is not a 
personal issue. But it is indicative of where the economy and your investments might be heading. Companies 
with high debt loads get in trouble during recessions whereas companies with sound finances will weather 
many storms. When looking at intrinsic stock value consider the cash flow of the company and to what degree 
they rely on short term credit on one hand and a growing economy on the other. 

For more insights and useful information about investments and investing, visit 
www.ProfitableInvestingTips.com. 

FREE training materials. 
 

Free Weekly Investing Webinars 
Don’t miss these free training events! 

http://www.profitableinvestingtips.com/free-webinar 
 

Forex Conspiracy Report 
Read every word of this report! 

http://www.forexconspiracyreport.com 
 

Get 12 Free Japanese Candlestick Videos 
Includes training for all 12 major candlestick signals. 

http://www.candlestickforums.com 

 

Disclaimer: Trading and investing involves significant financial risk and is not 
suitable for everyone. No content on this document should be considered as 
financial, trading, or investing advice. All information is intended for educational 
purposes only. 
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