
Mortgage Lenders Must Comply with the Law,
Not Invent Loopholes

Consumers are entitled to critical legal protections regardless of
how products are labeled

JAN 15, 2025

Today, the CFPB released a report, consumer advisory, and amicus brief on
home equity contracts—often called home equity “investments.” These
relatively new financial products can be costly, risky and complex.

The report and consumer advisory explain how home equity contracts work,
what they cost, and risks they pose to consumers. Home equity contracts can
be more expensive than other home-secured financing and must be repaid
in full in one payment that can be hundreds of thousands of dollars and
difficult to predict ahead of time. Homeowners who can’t afford the
repayment may be forced to sell their home.

Given the risks to consumers from these products, which are consistent with
complaints that the CFPB has received, consumers must receive critical
protections with respect to these products regardless of how they are
labeled or what complex financing terms are included. The CFPB is
committed to preventing companies from evading the law by trying to
exploit legal loopholes or crafting misguided arguments about why the law
does not apply to them.

The CFPB filed the amicus brief today to ensure that when credit is offered,
lenders must comply with the laws that Congress established. The Truth in
Lending Act (TILA) is a key guardrail that helps make sure that Americans get
safe and affordable mortgages and other loans. In an ongoing case, a
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company called Unlock contends that a risky, complicated home equity
contract it offers is not covered by TILA. One of the company’s key arguments
is that the product is an investment, not a loan, and is therefore not credit. As
the CFPB’s brief explains, this argument is wrong. Congress constructed TILA
to ensure that companies can’t evade the law by simply slapping a different
label on a loan.

The CFPB’s brief builds on a number of actions the CFPB has taken to ensure
that companies can’t invent new loopholes to avoid accountability or claim
that new products don’t have to comply with existing rules. This includes
affirming that federal rules and laws about home lending apply to contracts
for deed (cfpb.gov/about-us/newsroom/cfpb-takes-action-to-stop-contract-fo
r-deed-investors-from-setting-borrowers-up-to-fail/) and confirming that Buy
Now, Pay Later lenders must (cfpb.gov/about-us/newsroom/cfpb-takes-actio
n-to-ensure-consumers-can-dispute-charges-and-obtain-refunds-on-buy-now
-pay-later-loans/) investigate disputes and make certain refunds, just like
companies offering conventional credit cards. Consumers are entitled to
important consumer protections under longstanding laws and regulations,
and honest businesses should not be disadvantaged for playing by the rules.

The CFPB will continue to make sure that companies follow the law.

Read the CFPB’s report (cfpb.gov/data-research/research-reports/issue-spotli
ght-home-equity-contracts-market-overview/).

Read the CFPB’s consumer advisory (cfpb.gov/about-us/newsroom/consume
r-advisory-beware-of-costly-risky-and-complex-home-equity-investment-contr
acts/).

Read the CFPB’s amicus brief in Roberts v. Unlock Partnership Solutions AOI,
Inc., No. 1:24-cv-1374 (D.N.J.) (cfpb.gov/compliance/amicus/briefs/roberts-v
-unlock-partnership-solutions-aoi-inc/).

If you have had a problem with a consumer financial product or service, you
can submit a complaint with the CFPB (cfpb.gov/complaint/).
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Topics

• REVERSE MORTGAGES (CFPB.GOV/ABOUT-US/BLOG/?TOPICS=REVERSE-MORTGAGES)

• MORTGAGES (CFPB.GOV/ABOUT-US/BLOG/?TOPICS=MORTGAGES)
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The CFPB is working to reinforce the foundation of a fair, nondiscriminatory
and competitive mortgage market (cfpb.gov/about-us/blog/the-cfpb-is-work
ing-to-reinforce-the-foundation-of-a-fair-nondiscriminatory-and-competitive-
mortgage-market/)

JUN 28, 2024

CFPB approves rule to ensure accuracy and accountability in the use of AI
and algorithms in home appraisals (cfpb.gov/about-us/blog/cfpb-approves-r
ule-to-ensure-accuracy-and-accountability-in-the-use-of-ai-and-algorithms-in-
home-appraisals/)

JUN 24, 2024
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Consumer advisory: Beware of costly, risky, and complex home equity
“investment” contracts (cfpb.gov/about-us/newsroom/consumer-advisory-be
ware-of-costly-risky-and-complex-home-equity-investment-contracts/)

JAN 15, 2025

CFPB Finds Hundreds of Thousands of Mortgages in Southeast and Central
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wsroom/cfpb-finds-hundreds-of-thousands-of-mortgages-in-southeast-and-c
entral-southwest-us-likely-underinsured-against-flood-risk/)

JAN 13, 2025

CFPB Sues Vanderbilt for Setting Borrowers Up to Fail in Manufactured
Home Loans (cfpb.gov/about-us/newsroom/cfpb-sues-vanderbilt-for-setting-
borrowers-up-to-fail-in-manufactured-home-loans/)

JAN 06, 2025

 Events

CFPB Field Hearing on contract for deed in the Twin Cities (cfpb.gov/about-u
s/events/archive-past-events/cfpb-to-hold-a-field-hearing-on-contract-for-de
ed-in-the-twin-cities/)

AUG 13, 2024

CFPB Webinar: Just in Time Housing Guides (cfpb.gov/about-us/events/archi
ve-past-events/cfpb-webinar-just-in-time-housing-guides/)

SEP 14, 2023

CFPB Financial Well-being Research Conference (cfpb.gov/about-us/events/
archive-past-events/cfpb-financial-well-being-research-conference/)

NOV 13, 2019

View more (cfpb.gov/activity-log/?topics=reverse-mortgages&topics=mortg
ages)
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