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Foreclosure Crisis: Where We Are

AEarly 20000s

I Rapid increase in homeownership
I Unprecedented appreciation in home values

ANow:
i Over 2.8 mill-fonektbassrane BABnNoOTf

I Nearly 500,000 loans have started the foreclosure process
i n Q2608 ( MBA)

i Over 2.2 million homes vacany
(U.S. Census) e




Industry/Foreclosure Trends

A In 2006, the average U.S. savings rate dropped into negative
territory at 1 0.5%
I Experian Information Solutions, Inc. 2007

A Average Consumer debt increased 12.5% between February
2004 ($10,371) and February 2006 ($11,669) - not including
mortgage loan balance or monthly mortgage payment

I Experian Information Solutions, Inc. 2007

A Cash-out refinances & home equity loan volume increased ten-
fold

I State of the Nationds Housing




The Mortgage Market Meltdown

AContributing Factors:

I SubPrime loans
i AExXoti co Mortgage Product s
I Rapid appreciation in home values




The Mortgage Market Meltdown

AConcentrated Epidemic:

I SubPrime

I Low-income

I Geographic areas of concentration (CA, FL)
A Bear Sterns, November 2007




The Mortgage Market Meltdown

ABackdrop of Mortgage Lending Environment

I Little regulation T and none in brokerage

I No clarity around predatory lending

I Securitization limits on modifications

I Servicing too slow for product diversification
I Lack of SubPrime lending transparency

I Lack of affordable refinance products i or
available credit to refinance

T Proliferation of rescue scams




The Mortgage Market Meltdown

ATeaser rates continue to reset: 1.1 million
foreclosures estimated due to rate reset over
6-/ yearS (First American CorelLogic)

A2007-2009: estimated 2 million SubPrime
foreclosures (Congressional Joint Economic Committee)

A30+ day delinquencies highest this decade,
projected 2.5 million first mortgage defaults
over the nexttwo years ( Moody 6s)




More to Come




