Just How Stupid Does Elizabeth Warren (& Barack
Obama) Think You Are?
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' Last Friday, President Barack
Obama named Harvard's Elizabeth Warren to heabeugdsign and implementation of
the new government agency whose creation she lead gpears lobbying for. The
Consumer Financial Protection Agency (CFPA) is siged to be the watchdog

over "policies and programs that are designeddtept the financial interests of middle-
class families," says the president. And the CFRRhave broad powers, not quite clear
yet, to regulate credit card terms, mortgagesthadike.

For an agency dedicated to openness and transpatkaavays in which Warren has
come to power are disturbinglriting in the Wall Street JournaBruce Ackerman notes
that Warren will function in a role that traditidlyawould require approval by the Senate.
"Since Ms. Warren will be a key executive in Tregsearning the salary of an
undersecretary, shouldn't she be treated as amagudetary and be required to run the
gauntlet of Senate approval?" he asks. Far fromdiag the cavalry for the little guy
mired in debt, Ackerman concludes that the way lictv she has come to power "is
another milestone down the path toward an imperiegidency. During America's first
150 years, Ms. Warren's appointment as a specraexdo the White House would have
been unthinkable. Today, it's par for the coureead Gene Healykine 2008 cover
storyto fully understand the rise of such a balefuledegment.)

Here's a taste of what to expect from the CFPA:

"The new consumer bureau is based on a pretty sirdph: People ought to be able to
read their credit card and mortgage contracts angvikthe deal,"” Warren wrote on the
White House's blog Friday.

"The new law creates a chance to put a tough cdheobeat and provide real
accountability and oversight of the consumer cretditket,” she wrote. "The time for
hiding tricks and traps in the fine print is over."



The agency is the centerpiece of the recently eddatancial reform law. An
independent entity to be housed underRbderal Resery¢he agency will take over
responsibility for writing rules — such as thosezgming disclosure forms — to protect
consumers who are seeking mortgages, credit gaagisjlay loans and other financial
products.

"Never again will folks be confused or misled bg thages of barely understandable fine
print that you find in agreements for credit candsnortgages or student loans,"” Obama
said.

More here.

Earlier today, Warren was dviorning Joe and stressed that she's going up against big
moneyed interests who prey on jes' plain folks &pparently didn't "know the deal”
when they signed away their future on a jumbo nagégwith O percent down; elsewhere,
she's talked about how no credit card or mortgageéract should be longer than two
pages and should be comprehensible to average gamsrwithin a few minutes' glance.

In the comments above from both Warren and Obamaggt a sense of where they are
coming from: People only take on potentially ruisaebt because they don't understand
what they're getting into. Hence the patronizingetand flight from reality in their words.

| know a lot of people who experienced buyer'sydser's, and debtor's remorse once
their house price tanked or that college wasn'ttviliey expected, but | know absolutely
no one who didn't know exactly how much they weyedwing and at what rate. | just
recently bought a new car (about my fifth or so mawpurchase in my life, so | know

the routine pretty well) and was amazed at thegtaking clarity of the dealer (a group
not known for being straight-up about anything)eWalk-through of the invoice and the
financing (arranged via the dealer) was extremabydugh and totally easy to understand.
And it didn't take very long, either. I've had daniexperiences with house purchases,
rental agreements, and credit card squabblesl(ofyalransactions, those tend to be the
most frustrating because these motherfuckers dgtlzrge late fees).



Revenues and Spending as a % GDP

26%

- '/.\\.—H/._.z./:

22%

20%

18%

-l Revenues

16% =
/ —W-Spending

14%

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Fiscal Year

RO | realize that despite weak math skills, I've
got a good salary and a basic understanding oéttiiesgs. However, I've yet to meet
anyone, including friends and family who havertémtled any college or make very little
money, who entered into a mortgage (including n&dét complex interest-only, ARMs,
etc.) that didn't know exactly what they were gettinto in. The same goes for car
purchases and signing up for new credit cards. Nplbalks out of a car dealer not
knowing what his monthly payment is. | do know peopho have lied and exaggerated
on varioius applications, sometimes at the lendgrt®uragement, or have literally bet
their finances on idiotic scenarios (such as, huprices can only go up). But these
people are not confused about the terms they'sxiagtinto; they're indulging in magical
thinking that has been totally abetted by the \ggryernment that now seeks to protect
them.

The reason banks and other lenders have gone waitimtgss-rigorous assessment of
applicants is because they know they can off-lbeddownside of their risks, either by
selling mortgages and bad loans to (ultimately)egomnent-backed entities or getting
bailed out when things go south. As for tricks &gmker rates when it comes to credit
cards, these are not so much hidden as ignoredrsumers. Warren and Obama act like
Visa's and Mastercard's terms are written by Sataking to steal souls by hook and
crook. The reality is far more basic and consi$tsvo parts: Financial institutions are
insulated from their actions and, increasinglynnage of federal mortgage supports and
other bailout programs to protect easily dupedk4glso are borrowers (and official
policy to keep interest rates historically low orush refinancing constantly does the
same thing).

Certainly once it's up and running, the resulthaf CFPA will be fewer option®r those
"folks" who use credit and debt wisely and smadiypuild their future For insight into

Warren's mental map, | recommend checking outitiesview she gave to Guernica

earlier this year. From the intro:

“Families with children are tightening the belt anere notch,” she says, “are working
extra hours, are sending both people into the voock, to try to get into the best possible
school district for their children.” But she addsedey, and very humane, caveat:



“Families are in financial trouble, not becauseyttesirresponsible but because they're
too responsible.”

Precisely how that caveat is key or humane isttoste. Even with a recession squeezing
most people, responsible adults have generallyrsded away money to get through
rough patches or live well within their means iigipation of the periodic downturns
that happens to families (regardless of the laegenomy). And the suggestion that "both
people” are entering the workforce because tiaeg to - as opposed to theyant to - is
pretty stunning. The second earner in most tworgdreuseholds is still a woman, and
female participation in the workforce is generallye to a) women wanting to work
because they find it interesting and fulfilling amdbecause people want more stuff. If
contemporary families were happy with the workitgss standard of living that Warren
grew up with in Oklahoma, they could easily afftindt on one salary. The plain fact is
that the horizon of desire at all levels is mucktgaand greater than it once was. And
judging by the amount of cars, TVs, computers,h&@ef education, and more that
Americans generally enjoy now than 50 or more yagrs it's also still more within

reach than it used to be.

Which helps explain thiapril 2008 Pew study on middle-class attitud&mong the key
findings:

Americans feel stuck in their tracks. A majoritysefrvey respondents say that in the past
five years, they either haven't moved forward fia {(25%) or have fallen backward

(31%). This is the most downbeat short-term assessof personal progress in nearly
half a century of polling by the Pew Research Qearel the Gallup organization.

When asked to measure their progress over a ldimgeiframe, Americans are more
upbeat. Nearly two-thirds say they have a highemdard of living than their parents had
when their parents were their age.

I'm sure that more respondents feel worse aboututrent moment, but what is
surprising is that even in a recession, two-th#alg they have a higher standard of living
than their parents at the same age. Look for tlegigation to grow the minute the
recession starts to fade.

Which it will do, assuming that we don't double-dowen "policies and programs that are
designed to protect the financial interests of naddass families.”

A year ago, Reason.tv talked with George Mason Satool's Todd Zywicki about the
CFPA, its mistaken assumptions, and its likely@ften consumer choice.

http://www.youtube.com/watch?v=Ib4KrsFivFO



