The banks crashed the Ohio economy.
Now they need to fix it.

In the past year, Wall Street and the big banks have taken $4.7 trillion® from U.S. taxpayers but
have failed to pass the benefits on to our communities. The consequences have been
devastating: 6 million lost jobs, $6 trillion in lost homeowner wealth,? and up to $58.0 billion in
lost annual property taxes.>

Americans urgently need solutions, both big and small, but the banks are not doing their part.
Instead, the banks plan to pay $74 billion® in bonuses and compensation this year, while
foreclosing on millions more homes, cutting back on lending to small businesses and state and
local governments, and raising consumer fees.

The banks’ actions have also crippled state and local government budgets, which depend on
property and income taxes to fund basic public services. For 2009/2010, states have faced
budget shortfalls of $163 billion; by 2011 the shortfall is estimated to more than double to $350
billion.” In Ohio the projected shortfall for this time period is $4.4 billion.

Taxpayers made trillions available to rescue the banks and now it is
time for the banks to do their part to stimulate the American economy:

1. Stop foreclosures and help save Ohio homes.

Ohio has been crippled by banks’ foreclosures and the resulting home value declines. More
than 100,000 homes were affected by foreclosure filings in 2008 alone,® contributing to a loss
of home value which has exceeded $670 billion in the last three years. Furthermore, as
property values are assessed downward, this decline in home values will cost the state’s local
governments $9.8 billion in annual property tax revenues. In Hamilton County, for example,
homeowners lost $7.5 billion in home value, which could drain $105 million in annual tax
revenue from the county and its municipalities as properties are reassessed.

Yet the worst has not passed. The Center for Responsible Lending projects that there will be
323,839 more foreclosures in Ohio from 2009 to 2012.” Banks must implement a foreclosure
moratorium now to stop the bleeding and begin to repair our communities.

If the banks stop foreclosures and allow families to remain in their homes, they could:

e Keep an estimated 323,839 Ohio families in their homes® and save $27 billion in Ohio
homeowner wealth.’

e Stop the budget free fall and help state and local governments preserve as much as $352
million in annual property tax revenue.®



e Save additional $139 million in local government costs associated with dealing with
foreclosed properties —and much more in the event that the banks do not keep up or
secure the properties.™

To put these potential savings in perspective, Hamilton County closed a $28 million budget hole
for the 2010 fiscal year through painful cuts, including expected layoff of 138 police officers. 12
Yet if the banks implement a moratorium on foreclosures, they can ultimately protect annual
revenues for local governments across the state which are 12.5 times larger than the amount
saved by the cuts in Cincinnati.

2. Provide the same affordable loans to state and local governments

that banks receive from the federal government.

Wall Street and the Big Banks are exacerbating the budget crisis, forcing cuts to vital public
services and potentially triggering new waves of layoffs. As part of the banking industry bailout,
the federal government is lending money to banks at a “special” interest rate for short-term
borrowing that is speculated to be as low as 0.5%. However, when state and local governments
need to obtain short term financing, they pay market rates between 2-4%, costing taxpayers
hundreds of millions of dollars in interest payments.

If the banks were to lend directly to state and local governments at the same special interest

rate for short-term loans that they are offered by the Fed, they could:

e Save taxpayers $792 million an estimated nationally in interest payments on the states’
outstanding short-term debt.

e Save Ohio taxpayers an estimated $33 million in interest payments on the state’s
outstanding short-term debt, that could fully restore the $30 million in cuts to home health
services estimated to affect 10,000 Ohio seniors;13 or it would help prevent an estimated
1000 early childhood learning centers from closing that will affect some 30,000 children
from low-income working families.14

e Save Cincinnati area taxpayers an estimated $1.3 million in interest payments on
outstanding short-term debt that would help to cover the 31% cut in state funding to
libraries, forcing Hamilton County to reduce library hours and lay off staff. 15

3. Restore small business lending to save jobs and tax revenue.

Since receiving a taxpayer bailout, banks have decreased small business lending through the
SBA 7(a) program, the Small Business Administration’s main program. Between October 2008
and April 2009, SBA 7(a) lending declined 42% over the previous year. Meanwhile, the national
unemployment rate has climbed 59% since October from 6.1% to 9.% (70% increase in Ohio).
In a National Small Business Association survey, 56% of small businesses that have problems
finding available credit reported having to lay off employees as a result.*®

If the banks restore small business lending to last year’s levels, they could inject an
estimated:
e $5.4 billion into the national economy every year.



e $155 million into the Ohio economy every year.
e $17 million into the Cincinnati area local economy every year by way of loans made
through the SBA’s Cincinnati district office.

4. Lower interest rates on consumer credit cards and stop charging

abusive overdraft fees to put billions back in consumer pockets.

As Ohioans struggle with job losses and foreclosures, banks are raising fees to make a profit.
Banks have tightened consumer credit by substantially raising credit card interest rates, even
on customers who haven’t missed a payment. According to a recent study, banks stand to make
$38.5 billion in overdraft fees this year. Reduced credit availability and increasing bank fees
lower consumers’ spending power, which can impact consumption and stifle economic
recovery. Monthly personal consumption declined by $227.5 billion between September 2008
and June 2009."

If the banks lower credit card interest rates by just 1%, they could inject an estimated:
e $9.1 billion back into the national economy every year.

e $341 million back into the Ohio economy every year.

e 564 million back into the Cincinnati area local economy every year.

If the banks stop charging abusive overdraft fees they could inject an estimated:
e $38.5 billion back into the national economy every year.

e $1.2 billion back into the Ohio economy.

e $307 million into the Cincinnati area local economy.
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