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Foreclosure Crisis:  Where We Are

ÁEarly 2000ôs:
ïRapid increase in homeownership

ïUnprecedented appreciation in home values

ÁNow:
ïOver 2.8 million loans are ñin-foreclosureò, as of June ô08 

(MBA)

ïNearly 500,000 loans have started the foreclosure process 
in Q2ô08 (MBA)

ïOver 2.2 million homes vacant and listed for sale in July ô08 
(U.S. Census)



Industry/Foreclosure Trends

ÁIn 2006, the average U.S. savings rate dropped into negative 
territory at ï0.5% 

ï Experian Information Solutions, Inc. 2007 

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

ï Experian Information Solutions, Inc. 2007 

ÁCash-out refinances & home equity loan volume increased ten-
fold

ïState of the Nationôs Housing 2005, 2007



The Mortgage Market Meltdown

ÁContributing Factors:

ïSubPrime loans

ïñExoticò Mortgage Products

ïRapid appreciation in home values



The Mortgage Market Meltdown

ÁConcentrated Epidemic:

ïSubPrime

ïLow-income

ïGeographic areas of concentration (CA, FL)

ÅBear Sterns, November 2007



The Mortgage Market Meltdown

ÁBackdrop of Mortgage Lending Environment

ïLittle regulation ïand none in brokerage

ïNo clarity around predatory lending

ïSecuritization limits on modifications

ïServicing too slow for product diversification

ïLack of SubPrime lending transparency

ïLack of affordable refinance products ïor 
available credit to refinance

ïProliferation of rescue scams



The Mortgage Market Meltdown

ÁTeaser rates continue to reset:  1.1 million 
foreclosures estimated due to rate reset over 
6-7 years (First American CoreLogic)

Á2007-2009: estimated 2 million SubPrime 
foreclosures (Congressional Joint Economic Committee)

Á30+ day delinquencies highest this decade, 
projected 2.5 million first mortgage defaults 
over the next two years (Moodyôs)



More to Come


