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CHAPTER 12

A Global View on

What Revised CRA
Enforcement Means

to the Banking Industry

A trend visible on the horizon in mid-1996 may foreshadow
the greatest effect of the revised CRA repulatory assessment
process. & rising delinguency level for loans originated pursuant
te nontraditional lending programs highlights the relationship
batween community reinvestment activites and safe and sound
banking practices. As the American econemy has moved from a
credit contraction cycle in the latz 1980 and early 1990= to the
mid-1990s' booming stcck market and flush economy, the
revised CHA assessment process may well contribute to the
next cycle of credit losses. When the Treasury Department's full
faith and credit guarantee of the FDIC daposit insurance funds
is put sl risk (aod Lthe laxpayers’ conuniment becoines plainly
vigible), the effects of the revised CRA regulatory assessment
process will be onsidered in a far different light than the
revised process was conaidered at the time of ita inception. The
effects of the revised CEA regulatory azsessment procezs will
over the coming decade prompt numersus scademic studies,
exonomic research reporte, and congressional hearings and
reports, but some of the most important anticipated effects are
noted in this chapter.

The revised procese by which CRA performance evalua-
tions are conducsed represents &n ever-escalating cost of com-
pliance and continues to serve as a competitive dizsadvantage
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