
N a t i o n a l  C o m m u n i t y  S t a b i l i z a t i o n  T r u s t  

Policy Corner  
OCC Approves Higher-LTV Lending to Spur Targeted Community Revitalization  
 
Nearly a decade after the start of the Great Recession, access to credit is still a challenge in struggling housing 
markets with depressed values. Overcorrections to lending criteria in response to the risky, predatory lending 
that precipitated the foreclosure crisis have made it harder for families to get mortgages. In hard-hit but re-
bounding communities with limited non-distressed sales comps, tight credit problems are compounded by de-
pressed appraisals.  
 
The problem is as follows: for borrowers seeking to purchase homes, including homes that have been rehabbed, 
a sales price frequently will exceed the appraised value, either scuttling the sale entirely or requiring the borrow-
er to obtain pricey mortgage insurance even with a significant down payment. Low appraisals also cause poten-
tial owner-occupants to lose homes to cash investors, who do not have to obtain an appraisal. Worse still, homes 
sit vacant because no party is willing to finance expensive repairs that, when combined with acquisition cost, 
often exceed the appraised value. 
 
Some help may be on the way. On August 21, the Office of the Comptroller of the Currency (OCC), which charters 
and regulates the banking and lending industry, issued a bulletin providing guidance to spur community revitali-
zation “through prudent higher-loan-to-value mortgage lending in targeted areas.” The OCC’s new guidance will 
allow – and hopefully encourage – lenders to develop programs to originate loans where the loan-to-value ratio 
exceeds 100 percent, in specifically identified “distressed communities” that have seen slower market value re-
covery and are government targets for revitalization.  
 
Loans originated under these new programs must have balances at or below $200,000, may be for acquisition or 
acquisition-and-rehabilitation, and will not require mortgage insurance or alternative collateral.  
 
This guidance is an encouraging move in the right direction. Not only is the OCC enabling banks to engage in 
more innovative and less expensive lending in distressed communities, but the guidance explicitly recognizes the 
importance of home sales in revitalizing communities. Additionally, the OCC specifically calls out the work of 
NCST’s buyers and others engaged in acquisition and rehab work in the “Background” section of its bulletin: 
 

As these communities work to stabilize home ownership levels and home values, the rehabilita-
tion of abandoned or distressed housing stock is an important component of broader efforts to 
strengthen communities. Local governments, government-affiliated entities, community-based 
organizations, financial institutions (including banks), and others have developed creative solu-
tions for some of these challenges. These solutions include strategies for acquiring and rehabili-
tating properties in communities targeted for revitalization. Community groups, financial institu-
tions (including banks), non-profit organizations, and state and local entities, including land 
banks, are working together to develop and implement innovative residential mortgage financing 
to bring needed lending to economically distressed areas. 

 
NCST buyers know that neighborhood stabilization work can often seem like a thankless job. In this bulletin, the 
OCC is not only giving banks a new opportunity to create innovative lending products, but is acknowledging the 
value of the work you do every day.  
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