
Winter 2010U . S .  e c o n o m i c 
recovery is continuing 
after last summer’s 
t u rna round  f r om 
recession.   Prospects 
are good that the 
upturn will persist 
through 2010 and 

beyond.

Growth is expected to be modest next 
year, compared with most post World 
War II expansions.  A key reason is that 
unemployment is forecasted to remain 
in the 9% range for much of 2010.  This 
implies that real disposable income and 
consumer spending may increase only 
1.5% - 2.5% from this year’s levels.  Since 
personal outlays account for about 70% 
of GDP, genuine recovery must await 
restoration of consumer income and 
confidence.

Confirming this outlook, in its July 2009 
Monetary Report to Congress, the Federal 
Reserve said  “most participants said 
they expected the economy to take five 
or six years to converge to a longer term 
characterized by a sustainable rate of 
output growth and by rates of inflation 
consistent with the Federal Reserve’s dual 
objectives.  Several said full convergence 
would take longer.”

Reflecting the weak economy, total private 
credit has plunged this year.  This includes 
bank loans, commercial paper, charge offs 
and consumer credit.  This decline has 
been offset by huge gains in treasuries, 
dividends, secondary offerings, high-yield 
term debt, dividends, IPOs, and similar 
funds.

As long as pay downs of private debt 
exceed new borrowings, short-term interest 
rates may remain low; but there are signs 
of a gradual return to more normal money 
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market conditions and yield spreads which 
can revive private credit expansion in 2010.

The steep yield curve and incremental 
improvement in the economy should begin 
to stimulate bank credit growth.  The 
federal funds futures market is signaling 
a possible Fed policy modification next 
spring.  

Corporate borrowing of capital funds in 
nearby years should be sparked by double-
digit profits and increased spending for 
plant, equipment and software.  This would 
bolster lagging business and consumer 
confidence.

Another indication of better times is rapid 
growth of economies in emerging regions 
of Asia and Latin America.  Their collective 
demand for goods and services may be a 
powerful catalyst for U.S. exports.

The U.S. federal budget deficit remains 
a major concern to the markets and the 
Administration estimates that by 2019 
government debt will reach 76.5% of gross 
domestic product.  It stood at 41% of GDP 
last year.  Much of that debt is in foreign 
hands.  China holds the most – more than 
$800 billion.  All investors – domestic and 
foreign – hold close to $8 trillion of what is 
called publicly-held debt.  There is another 
$4.4 trillion in government debt that is 
not held by investors, but owed by the 
government to itself in Social Security and 
other trust funds.

Robert Reischauer, a former head of 
CBO, said that in an optimum scenario 
Congress will tackle the deficits as soon 
as reasonably possible. Tax increases 
and spending cuts could be phased in 
starting in 2013 and gradually grow over 
the next decade.  Escape from the debt 
trap is urgent for the current and future 
generations. n
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Happy New Year to everyone! What a year it was for 
financial institutions. There were a record number 
of banks that failed in 2009. We have seen a mild 
recovery but there are still some institutions having 
capital issues. I can assure you that the Wintrust group 
of community banks, has remained strong and well 
capitalized as it continued to post profits during this 
unprecedented time the past two quarters.

Community Advantage was excited to celebrate its 
10th year of business in 2009. I hope to see all of our 
clients throughout the next decade as we continue to 
provide our specialty services to this niche market.

Please enjoy the second edition of our newsletter that 
includes articles on recent changes to FHA, Fannie Mae 
and Freddie Mac guidelines, why an association should 
use a lock box, an easy way to pay your assessments, 
and an update from our wealth management affiliate, 
Wayne Hummer Wealth Management. 

Finally, I would like to personally extend my wishes 
to everyone for a safe, healthy and prosperous New 
Year.

Thank you,  

Peter Santangelo 
President,  
Community Advantage  
Management Advantage

YourTeam
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At Community Advantage, we offer 
the products and technology along with 
the capabilities and resources of the 
big banks but pair it with exceptional 
service and an in-depth knowledge 
of condominium associations and the 
property management companies that 
serve them. 

You can Have It All – a full slate of 
powerful and sophisticated treasury 
management products and the local 
decision making and personal service 
that only Community Advantage can 
offer.
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New Fannie Mae, Freddie 
Mac and FHA Regulations: 
Do they affect your association? 
- Peter J. Santangelo, President

Due to the meltdown in the subprime mortgage arena and the number of 
foreclosures throughout the nation, Congress has put pressure on the mortgage 
and financial industry during the past year. They have driven the changes 
affecting entities catering to the secondary mortgage market, mainly Fannie 
Mae, Freddie Mac and FHA. The following is a quick overview of the changes 
and how your association might be impacted. 

Do you know who these three corporate entities are and what they do? Here is 
a brief definition of the three:

Fannie Mae is a stockholder owned corporation that was chartered by 
Congress in 1968 as a government sponsored enterprise (GSE). It was originally 
founded in 1938 during the Great Depression as an arm of the Government. 
The corporation’s purpose is to purchase mortgages from the primary market, 
Mortgage Banks and Financial Institutions that provide mortgage loans to the 
consumer. They package them to sell to investors to ensure that funds are 
consistently available to institutions that lend money to home buyers. They 
compete with Freddie Mac in the secondary market. 

Freddie Mac is a government sponsored enterprise (GSE) and was created 
in 1970 to expand the secondary market for mortgages in the United States. 
Freddie Mac, along with other GSEs, (i.e. FHLB, Fannie, Ginnie Mae) buys 
mortgages on the secondary market, pools them together and then sells them 
as a mortgage backed security to investors in the open market. This secondary 
market increases the supply of money available for mortgage lending and new 
home purchases.

In September of 2008, the Government placed both Fannie and Freddie under 
the conservatorship of the Federal Housing Finance Agency (FHFA) as a result 
of the mortgage industry meltdown. Since this date, the government has been 
involved in monitoring the overall mortgage industry and has purchased stock 
in the troubled entities. 

FHA is commonly known as The Federal Housing Administration. The FHA 
was established in 1934 to help stimulate a depressed housing market. FHA 
is the largest government issuer of mortgages in the world and is part of the 
U.S. Department of Housing and Urban Development (HUD). Following the 
subprime mortgage crises, FHA increased its share of mortgages from two 
percent to over one third of the mortgages in the country.
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