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                Fannie Mae Ruling Affects BPC Condo Owners
                                  Financing now more difficult and expensive 

                                                           By Matthew Fenton
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Many Battery Park City condo units are now ineligible for mortgages and refinance loans from Fannie Mae. (Photo: Robert Simko)

Last month, the Federal National Mortgage Organization ("Fannie Mae") quietly dropped a bomb that is now exploding in Battery Park City and other communities around the nation with a large number of condominiums. 

"In light of the current condo market and the need to mitigate risk on condo loans," the release from Fannie Mae explained, the agency (which supports the housing market by bundling and guaranteeing mortgages loans, making them more attractive to investors) was adopting new guidelines. These rules prohibit banks in the Fannie Mae system from originating new mortgages or refinancing existing home loans on condominium units in buildings where the developer (or any other single entity) owns more than 10 percent of the apartments.

Although this release specifically stated that Fannie Mae was adopting these guidelines to avoid exposure to troubled condo markets in Florida, California and Nevada (where condo unit prices have been in free-fall for more than a year), the new rules are effective nationwide. This means that even established condominiums are suddenly ineligible for mortgages and refinance loans issued under Fannie Mae's umbrella. There are more than half a dozen condos in Battery Park City where the original developer retains more than 10 percent of the apartments. Many of these buildings were erected decades ago and developers have retained an ownership stake because they view the property as a good investment, not because they are unable to sell the units. 

The reaction has been intense among real estate professionals nationwide. "Fannie Mae Takes a Wrecking Ball to Condo Market," observed the Real Concepts blog in March. Locally, multiple BPC residents have run into a brick wall when trying to obtain loans. "I have one client on Rector Place who wanted to refinance," said a mortgage broker who asked not to be identified. "He has a credit score of 780 and wanted a loan-to-value ratio of 56 percent - a banker's dream." Both the broker and her client were shocked when several major banks declined his application because, they said, "Fannie Mae called the building 'unwarrantable.'"


These new rules do not prevent borrowers from seeking loans with banks outside the Fannie Mae system. "But that means finding a smaller bank," the broker explained, "and it also means the loan is going to come at a higher interest rate."

"Ouch!" exclaimed real estate lawyer Luigi Rosabianca who often represents condo buyers and sellers in Battery Park City. "This is going to adversely affect anybody who is trying to purchase an apartment in this community and also hurt anybody who wants to sell. It means that getting financing for Battery Park City apartments will now become even more difficult and expensive. And that's going to impact prices at a time when they are already under pressure." Mr. Rosabianca added, "this is like adding salt to a wound."
