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Thank you very much. Please, everybody
have a seat. Thank you. Well, it is good to be
back in Arizona. Thank you. Are you excited?
Thank you, thank you. And thank you for ar-
ranging for such a beautiful day. I want to stick
around, but I got to go back to work. But it is
wonderful to be here. And to all of you, I know
that attending these kinds of events, often-
times you have to wait in line, and there’s all
kinds of stuff going on, but I appreciate you
being here very much. And to all the officials
here at the school, the principal and the stu-
dent body, everybody who helped make this
possible, thank you so much to all of you.

I'm here today to talk about a crisis unlike
we've ever known, but one that you know very
well here in Mesa and throughout the valley.
In Phoenix and its surrounding suburbs, the
American Dream is being tested by a home
mortgage crisis that not only threatens the sta-
bility of our economy, but also the stability of
families and neighborhoods. It’s a crisis that
strikes at the heart of the middle class: the
homes in which we invest our savings and
build our lives, raise our families and plant
roots in our communities.

So many Americans have shared with me
their personal experiences of this crisis. Many
have written letters or emails or shared their
stories with me at rallies and along rope lines.
Their hardship and heartbreak are a reminder
that while this crisis is vast, it begins just one
house and one family at a time.

It begins with a young family—maybe in
Mesa or Glendale or Tempe—or just as likely
in a suburban area of Las Vegas or Cleveland
or Miami. They save up, they search, they
choose a home that feels like the perfect place
to start a life. They secure a fixed-rate mort-
gage at a reasonable rate, and they make a
downpayment, and they make their mortgage
payments each month. They are as responsible
as anyone could ask them to be.

But then they learn that acting responsibly
often isn’t enough to escape this crisis. Per-
haps somebody loses a job in the latest round
of layoffs, one of more than 3.5 million jobs
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lost since this recession began. Or maybe a
child gets sick, or a spouse has his or her hours
cut.

In the past, if you found yourself in a situa-
tion like this, you could have sold your home
and bought a smaller one with more affordable
payments, or you could have refinanced your
home at a lower rate. But today, home values
have fallen so sharply that even if you make a
large downpayment, the current value of your
mortgage may still be higher than the current
value of your house. So no bank will return
your calls, and no sale will return your invest-
ment.

You can’t afford to leave; you can’t afford to
stay. So you start cutting back on luxuries.
Then you start cutting back on necessities. You
spend down your savings to keep up with your
payments. Then you open the retirement
fund. Then you use the credit cards. And when
you've gone through everything you have and
done everything you can, you have no choice
but to default on your loan. And so your home
joins the nearly 6 million others in foreclosure
or at risk of foreclosure across the country, in-
cluding roughly 150,000 right here in Arizona.

But the foreclosures which are uprooting
families and upending lives across America are
only part of the housing crisis. For while there
are millions of families who face foreclosure,
there are millions more who are in no danger
of losing their homes, but who have still seen
their dreams endangered. They're the families
who see the “For Sale” signs lining the streets,
who see neighbors leave, and homes standing
vacant, and lawns slowly turning brown. They
see their own homes, their single largest asset,
plummeting in value. One study in Chicago
found that a foreclosed home reduces the
price of nearby homes by as much as 9 per-
cent. Home prices in cities across the country
have fallen by more than 25 percent since
2006. And in Phoenix, they've fallen by 43 per-
cent.

And even if your neighborhood hasn’t been
hit by foreclosures, you're likely feeling the ef-
fects of this crisis in other ways. Companies in



your community that depend on the housing
market—construction companies and home
furnishing stores and painters and landscap-
ers—they’re all cutting back and laying people
off. The number of residential construction jobs
has fallen by more than a quarter million since
mid-2006. As businesses lose revenue and peo-
ple lose income, the tax base shrinks, which
means less money for schools and police and
fire departments. And on top of this, the costs
to local government associated with a single
foreclosure can be as high as $20,000.

So the effects of this crisis have also rever-
berated across the financial markets. When the
housing markets collapsed, so did the availabili-
ty of credit on which our economy depends.
And as that credit has dried up, it’s been harder
for families to find affordable loans to purchase
a car or pay tuition, and harder for businesses to
secure the capital they need to expand and cre-
ate jobs.

In the end, all of us are paying a price for this
home mortgage crisis. And all of us will pay an
even steeper price if we allow this crisis to con-
tinue to deepen, a crisis which is unraveling
home ownership, the middle class, and the
American Dream itself. But if we act boldly and
swiftly to arrest this downward spiral, then ev-
ery American will benefit. And that's what I
want to talk about today.

The plan I'm announcing focuses on rescuing
families who have played by the rules and acted
responsibly, by refinancing loans for millions of
families in traditional mortgages who are under-
water or close to it, by modifying loans for fami-
lies stuck in subprime mortgages they can’t af-
ford as a result of skyrocketing interest rates or
personal misfortune, and by taking broader
steps to keep mortgage rates low so that fami-
lies can secure loans with affordable monthly
payments.

At the same time, this plan must be viewed in
a larger context. A lost home often begins with a
lost job. Many businesses have laid off workers
for a lack of revenue and available capital.
Credit has become scarce as markets have been
overwhelmed by the collapse of securities
backed by failing mortgages. In the end, the
home mortgage crisis, the financial crisis, and
this broader economic crisis are all intercon-
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nected, and we can’t successfully address any
one of them without addressing them all.

So yesterday in Denver, I signed into law the
American Recovery and Reinvestment Act,
which will create or save—[applause]. The act
will create or save 3% million jobs over the next
2 years, including 70,000 right here in Arizona,
right here doing the work America needs done.
And we're also going to work to stabilize, repair,
and reform our financial system to get credit
flowing again to families and businesses.

And we will pursue the housing plan I'm out-
lining today. And through this plan, we will help
between 7 and 9 million families restructure or
refinance their mortgages so they can af-
ford—avoid foreclosure. And we’re not just
helping homeowners at risk of falling over the
edge, we're preventing their neighbors from be-
ing pulled over that edge too, as defaults and
foreclosures contribute to sinking home values,
and failing local businesses, and lost jobs.

But I want to be very clear about what this
plan will not do: it will not rescue the unscrupu-
lous or irresponsible by throwing good taxpayer
money after bad loans; it will not help specula-
tors who took risky bets on a rising market and
bought homes not to live in but to sell; it will
not help dishonest lenders who acted irrespon-
sibly, distorting the facts and dismissing the fine
print at the expense of buyers who didn’t know
better; and it will not reward folks who bought
homes they knew from the beginning they
would never be able to afford. So I just want to
make this clear: This plan will not save every
home.

But it will give millions of families resigned
to financial ruin a chance to rebuild. It will pre-
vent the worst consequences of this crisis from
wreaking even greater havoc on the economy.
And by bringing down the foreclosure rate, it
will help to shore up housing prices for every-
body. According to estimates by the Treasury
Department, this plan could stop the slide in
home prices due to neighboring foreclosures by
up to $6,000 per home.

So here’s how my plan works: First, we will
make it possible for an estimated 4 to 5 million
currently ineligible homeowners who receive
their mortgages through Fannie Mae or
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Freddie Mac to refinance their mortgages at a
lower rate.

Today, as a result of declining home values,
millions of families are what’s called “under-
water,” which simply means that they owe
more on their mortgages than their homes are
currently worth. These families are unable to
sell their homes, but they're also unable to re-
finance them. So in the event of a job loss or
another emergency, their options are limited.

Also right now, Fannie Mae and Freddie
Mac, the institutions that guarantee home
loans for millions of middle class families, are
generally not permitted to guarantee refinanc-
ing for mortgages valued at more than 80 per-
cent of the home’s worth. So families who are
underwater or close to being underwater can’t
turn to these lending institutions for help.

My plan changes that by removing this re-
striction on Fannie and Freddie so that they
can refinance mortgages they already own or
guarantee.

And what this will do is it will allow millions
of families stuck with loans at a higher rate to
refinance. And the estimated cost to taxpayers
would be roughly zero. While Fannie and
Freddie would receive less money in pay-
ments, this would be balanced out by a reduc-
tion in defaults and foreclosures.

I also want to point out that millions of oth-
er households could benefit from historically
low interest rates if they refinance, though
many don’t know that this opportunity is avail-
able to them—meaning some of you—an op-
portunity that could save your families hun-
dreds of dollars each month. And the efforts
we are taking to stabilize mortgage markets
will help you borrowers secure more afford-
able terms too.

A second thing we're going to do under this
plan is we will create new incentives so that
lenders work with borrowers to modify the
terms of subprime loans at risk of default and
foreclosure.

Subprime loans, loans with high rates and
complex terms that often conceal their costs,
make up only 12 percent of all mortgages but
account for roughly half of all foreclosures.
Right now, when families with these mortgag-
es seek to modify a loan to avoid this fate, they
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often find themselves navigating a maze of
rules and regulations, but they’re rarely find-
ing answers. Some subprime lenders are will-
ing to renegotiate, but many aren’t. And your
ability to restructure your loan depends on
where you live, the company that owns or
manages your loan, or even the agent who
happens to answer the phone on the day that
you call.

So here’s what my plan does: establishes
clear guidelines for the entire mortgage indus-
try that will encourage lenders to modify mort-
gages on primary residences. Any institution
that wishes to receive financial assistance from
the Government, from taxpayers, and to modi-
fy home mortgages, will have to do so accord-
ing to these guidelines, which will be in place 2
weeks from today.

Here’s what this means: If lenders and
homebuyers work together, and the lender
agrees to offer rates that the borrower can af-
ford, then we’ll make up part of the gap be-
tween what the old payments were and what
the new payments will be. Under this plan,
lenders who participate will be required to re-
duce those payments to no more than 31 per-
cent of a borrower’s income. And this will en-
able as many as 3 to 4 million homeowners to
modify the terms of their mortgages to avoid
foreclosure.

So this part of the plan will require both
buyers and lenders to step up and do their
part, to take on some responsibility. Lenders
will need to lower interest rates and share in
the costs of reducing monthly payments in or-
der to prevent another wave of foreclosures.
Borrowers will be required to make payments
on time in return for this opportunity to re-
duce those payments.

And I also want to be clear that there will be
a cost associated with this plan. But by making
these investments in foreclosure prevention
today, we will save ourselves the costs of fore-
closure tomorrow, costs that are borne not just
by families with troubled loans, but by their
neighbors and communities and by our econo-
my as a whole. Given the magnitude of these
crises, it is a price well worth paying.

There’s a third part of the plan: We will take
major steps to keep mortgage rates low for



millions of middle class families looking to se-
cure new mortgages.

Today, most new home loans are backed by
Fannie Mae and Freddie Mac, which guarantee
loans and set standards to keep mortgage rates
low and to keep mortgage financing available
and predictable for middle class families. Now,
this function is profoundly important, especially
now as we grapple with a crisis that would only
worsen if we were to allow further disruptions
in our mortgage markets.

Therefore, using the funds already approved
by Congress for this purpose, the Treasury De-
partment and the Federal Reserve will continue
to purchase Fannie Mae and Freddie Mac
mortgage-backed securities so that there is sta-
bility and liquidity in the marketplace. Through
its existing authority, Treasury will provide up
to $200 billion in capital to ensure that Fannie
Mae and Freddie Mac can continue to stabilize
markets and hold mortgage rates down.

And we're also going to work with Fannie
and Freddie on other strategies to bolster the
mortgage markets, like working with State
housing financing agencies to increase their li-
quidity. And as we seek to ensure that these in-
stitutions continue to perform what is a vital
function on behalf of middle class families, we
also need to maintain transparency and strong
oversight so that they do so in responsible and
effective ways.

Fourth, we will pursue a wide range of re-
forms designed to help families stay in their
homes and avoid foreclosures.

And my administration will continue to sup-
port reforming our bankruptey rules so that we
allow judges to reduce home mortgages on pri-
mary residences to their fair market value, as
long as borrowers pay their debts under court-
ordered plans. I just want everybody to under-
stand, that’s the rule for investors who own two,
three, and four homes. So it should be the rule
for folks who just own one home as an alterna-
tive to foreclosure.

In addition, as part of the recovery plan I
signed into law yesterday, we are going to award
$2 billion in competitive grants to communities
that are bringing together stakeholders and
testing new and innovative ways to limit the ef-
fects of foreclosures. Communities have shown
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a lot of initiative, taking responsibility for this
crisis when many others have not. And support-
ing these neighborhood efforts is exactly what
we should be doing.

So taken together, the provisions of this plan
will help us end this crisis and preserve for mil-
lions of families their stake in the American
Dream. But we also have to acknowledge the
limits of this plan.

Our housing crisis was born of eroding home
values, but it was also an erosion of our com-
mon values, and in some case, common sense.
It was brought about by big banks that traded in
risky mortgages in return for profits that were
literally too good to be true, by lenders who
knowingly took advantage of homebuyers, by
homebuyers who knowingly borrowed too
much from lenders, by speculators who gam-
bled on ever-rising prices, and by leaders in our
Nation’s capital who failed to act amidst a deep-
ening crisis.

So solving this crisis will require more than
resources; it will require all of us to step back
and take responsibility. Government has to take
responsibility for setting rules of the road that
are fair and fairly enforced. Banks and lenders
must be held accountable for ending the prac-
tices that got us into this crisis in the first place.
And each of us as individuals have to take re-
sponsibility for their own actions. That means
all of us have to learn to live within our means
again and not assume that housing prices are
going to go up 20, 30, 40 percent every year.

Now, those core values of common sense and
responsibility, those are the values that have de-
fined this Nation. Those are the values that
have given substance to our faith in the Ameri-
can Dream. And those are the values we have to
restore now at this defining moment.

It will not be easy. But if we move forward
with purpose and resolve, with a deepened ap-
preciation of how fundamental the American
Dream is and how fragile it can be when we fail
to live up to our collective responsibilities, if we
go back to our roots, our core values, I am abso-
lutely confident we will overcome this crisis and
once again secure that dream not just for our-
selves, but for generations to come.

Thank you. God bless you. God bless the
United States of America.
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NOTE: The President spoke at 10:25 a.m. In
his remarks, he referred to Matt Gehrman,
principal, Dobson High School. He also re-

ferred to H.R. 1, approved February 17, which
was assigned Public Law No. 111-5.

The President’s News Conference With Prime Minister Stephen Harper of

Canada in Ottawa, Canada
February 19, 2009

President Obama. Hello, good afternoon.
Prime Minister Harper. Good afternoon, la-
dies and gentlemen.

[At this point, Prime Minister Harper spoke in
French. He then translated his remarks into

English, as follows.]

Once again, it is a great pleasure to wel-
come President Obama to Canada. We are
deeply honored that he has chosen Canada for
his first foreign visit since taking office. His
election to the Presidency launches a new
chapter in the rich history of Canada-U.S. re-
lations. It is a relationship between allies, part-
ners, neighbors, and the closest of friends, a
relationship built on our shared values: free-
dom, democracy, and equality of opportunity,
epitomized by the President himself.

Our discussions today focused on three
main priorities. First, President Obama and I
agree that Canada and the United States must
work closely to counter the global economic
recession by implementing mutually beneficial
stimulus measures and by supporting efforts to
strengthen the international financial system.

We concur on the need for immediate, con-
certed action to restore economic growth and
to protect workers and families hit hardest by
the recession through lowering taxes, ensuring
access to credit, and unleashing spending that
sustains and stimulates economic activity.

Second, President Obama and I agreed to a
new initiative that will further cross-border co-
operation on environmental protection and
energy security. We are establishing a U.S.-
Canada clean energy dialog which commits se-
nior officials from both countries to collabo-
rate on the development of clean energy sci-
ence and technologies that will reduce green-
house gases and combat climate change.
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Third, the President and I had a productive
discussion about our shared priorities for in-
ternational peace and security, in particular,
our commitment to stability and progress in
Afghanistan.

This has been a very constructive visit, re-
vealing to both of us a strong consensus on im-
portant bilateral and international issues. Pres-
ident Obama, I look forward to working with
you in the months ahead to make progress on
these issues and build on the long and deep
friendship between our two countries and our
two peoples.

President Obama. Thank you so much.
Thank you. Well, it is a great pleasure to be
here in Ottawa. And Prime Minister Harper
and I just completed a productive and wide-
ranging discussion on the many issues of com-
mon concern to the people of the United
States and Canada.

I came to Canada on my first trip as Presi-
dent to underscore the closeness and impor-
tance of the relationship between our two na-
tions and to reaffirm the commitment of the
United States to work with friends and part-
ners to meet the common challenges of our
time. As neighbors, we are so closely linked
that sometimes we may have a tendency to
take our relationship for granted, but the very
success of our friendship throughout history
demands that we renew and deepen our coop-
eration here in the 21st century.

We're joined together by the world’s largest
trading relationship and countless daily inter-
actions that keep our borders open and secure.
We share core democratic values and a com-
mitment to work on behalf of peace, prosperi-
ty, and human rights around the world. But we
also know that our economy and our security
are being tested in new ways, and the Prime
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