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In a recent move, Republican Senator J.D. Vance of
Ohio led all the Republican members of the Senate
Banking Committee in addressing a letter to Attorney
General Merrick Garland and Rohit Chopra, Director of
Consumer Financial Protection Bureau (CFPB). The
letter is a response to the October 12 directive, issued
jointly by the Department of Justice (DOJ) and the
CFPB, that cautions lenders against denying lines of
credit for mortgages, auto loans, and other types of
loans based solely on a borrower's immigration status.

This directive has raised concerns among Republican
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senators, who worry that this directive goes against

good lending practices.

The Controversy and Concerns

The DOJ and CFPB's guideline tells lenders that using
a borrower's immigration status to approve or deny
loans might run counter to the Equal Credit Opportunity
Act (ECOA). While it accepts that immigration status
can be considered, it cautions against relying on it too
much. Lawmakers argue that the guideline suggests
that if an applicant has a good credit score and meets
other requirements, their immigration status shouldn't

be a factor.

Senator Vance and other Republicans say the directive
goes against good lending practices and decades of
advice from the CFPB, federal banking regulators,

responsible lending standards, risk-based pricing, and



sound risk management. They worry it might clash with
rules for federal lending programs that often require

U.S. citizenship or permanent residency.

Effect on Financial Institutions

Financial institutions have traditionally relied on the
guidance provided by the CFPB, especially concerning
Immigration status, when assessing credit risk. The
abrupt change in interpretation could lead to
compliance costs and potential impacts on the safety
and soundness of the banking sector and financial
stability in the American economy. Therefore, the
Republican senators stress that the ability to consider
Immigration status when assessing the potential for
repayment is a matter of common sense. They argue
that without this consideration, there is an increased
risk of a significant number of loans going into default,

which could strain financial institutions and potentially



have broader economic repercussions.

Their letter concludes by urging the DOJ and CFPB to
retract their joint statement and endorse risk-based
lending practices that promote safety and soundness in
the banking sector. The letter is co-signed by
prominent Republican members of the Senate Banking
Committee, including Ranking Member Tim Scott of
South Carolina and Senators Mike Crapo of Idaho,
Michael Rounds of South Dakota, Thom Tillis of North
Carolina, John Kennedy of Louisiana, Bill Hagerty of
Tennessee, Cynthia Lummis of Wyoming, Katie Britt of
Alabama, Kevin Cramer of North Dakota, and Steve

Daines of Montana.

The response from these Republican senators
emphasizes the ongoing debate surrounding lending
practices and immigration policies, highlighting the

complex intersection between financial regulations and
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broader societal issues.
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