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The Long Arm of Debt Stretches into Condo Fees, Car Repos
By Jessica Silver-Greenberg

Lenders and lawyers have
a get-tough message for borrowers who think foreclosure
gets them off the hook.
As The Wall Street Journal reported in a Page One
article Saturday, 41 U.S.
states and the District of Columbia allow borrowers to be
sued for debt that remains if
a house is sold at foreclosure
for less than the outstanding
loan amount. If lenders win
in court, these “deficiency
judgments” are good in most
states for up to 20 years.
Hedge funds, private-equity firms and other investors
looking for new ways to bet
on the battered housing market are hungry for securities
created by bundling hundreds
of deficiency judgments at a
time, say distressed-debt brokers.
But deficiency judgments
aren’t just for soured mortgages.
Lawsuits are also piling
up against borrowers who
still owe money to the bank
after their car is repossessed,
according to lawyers for
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