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Most foreclosures pack into a few counties
By Brad Heath, USA TODAY
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WASHINGTON — More than half of the nation’s foreclosures last year took place in 35 counties, a sign that the
financial crisis devastating the national economy may have begun wnh collapsing home loans in only a few
corners of the country. .

Those counties, spread over a dozen states, accounted for more than 1.5 million foreclosure actions last year, a
USA TODAY analysis of figures compiled by the real estate listing firm RealtyTrac shows — more than were
recorded in the entire United States just two years earlier. They were the epicenter of a wave of foreclosures tha
have left leading banks teetering and magnified the nation’s economic problems

MILLIONS QOULD GET HELP: But is foreclosure plan fair?
GOOD NEWS: Foreclosures down 10%

STATE-BY-STATE GRAPHIC: Foreclosures in 2008

"This crisis was triggered by foreclosures, and a lot of those were in a very small number of areas,” says William
Lucy, a University of Virginia professor who has studied the link between lenders and faltering home loans.
Banks spread the risk and "it became like a car with no reverse gear. Once it starts to go over the cliff, it's gone.”

In other parts of the country, the foreclosure wave was barely a ripple — at least until it started swamping major
banks that had invested heavily in mortgages. Banking giant Wachovia Corp., for example, was hammered after
California and Florida customers of one. martgage firm it bought began defaulting at high rates. The risks of such
lending were spread so broadly-among financial institutions that, when the loans went bad, it drove the national
credit crisis, says Christopher Mayer, who studies real estate at Columbia Business School.

A few of the 35 counties leading the foreclosure boom are in already-distressed areas around Detroit and
Cleveland. But maost are clustered in places such as Southern California, Las Vegas, Phoenlx South Florida and
Washington, where home values shot up dramatically in the first half of the decade, then began to crumble.

RealtyTrac's counts of foreclosure actions include default notices, auctions and repossessions by lenders, and
can sometimes count the same property twice. As a result, they tend to be higher than estimates from other
tracking firms. But they remain one of the best geographic measures of the nation's housing collapse.

The Obama administration on Wednesday detailed a $75 billion plan to keep more homeowners from slipping
into foreclosure by helping them refinance loans or reduce their monthly payments. But that effort could face
political challenges because most of the foreclosure problem has been so concentrated in a few areas, says
Brookings Institution researcher Alan Mallach.

The worst-hit counties are home to about 20% of U.S. households, but accounted for just over 50% of the
nation's foreclosure actions last year, driving most of the national increase. And even among those places, a few stand out: Elght counties in
Arizona, California, Florida and Nevada were the source of about a quarter of the nation's foreclosures last year.

In more than 650 other counties — about a fifth of the nation — the number of foreclosure actions actually dropped since 2006.
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Find this article at: ,
hitp://www.usatoday.com/money/economy/housing/2009-03-05-foreclosure_N.htm

' D Check the box to include the list of links referenced in the article.

Copyright 2008 USA TODAY, a division of Gannett Co. Inc.

http://usatoday.printthis.clickability.com/pt/cpt?action=cpt&title=Most+foreclosures+pack-+into+atfew+co... 4/2/2009




All the latest housing news - USATODAY.com Page 1 of 3
= Cars = Auto Financing - Event Tickets - Jobs - Real Estate - Online Degrees - Business Opportunities + Shopping

Search How do | find it?

GRAND LUXURY HOI

N IRADO

TO SEE THE

CLICK HERE jvazinGLy L

Home News Travel Money Sports Life ‘ Tech Weather

Money » Econoimy Economic Calendar

GETA
- QUOTE:

Foreclosures on the

Enter symbol(s) or Keywords | (GO) » DJAB014.08 4 +25245 % NASDAQ 160696 A+5535  as of 1453 PM ETOHg

_ - _ _
Se SORT Y STATE

ORT BY VALUE|

Mevada
Arizana
Flatlda
Califonila
Colorado

Mehigan
' Ugf:la

i, ; Geangla
' !lllngls ;

New Jarse
! MINN,; : IV ¢ iaz

Indiana
Tennessee
Massachuseifs
Rhode Islang
Connecticut !

- Washington BC 22 1.8%
irgiinia 5%

" l{lahg
aryland ;-
Missaur] -
Oragon
Arkansas
New Hampshine
Texas
Washington
Minnasata
South Caralina
Oklahoma
Wiscansin
Marth Carolina
Pennsylvanla
Alaska
Delawars

ew York
Hawaii
Kansas
Nebrasha
Louisiana

United States " lawa

s Mexlen

2008 FORECLOSURE RATE: 1.8% Ken'{ljé ﬂ;

2008 PROPERTIES WITH FILING&: 2,330,483 ﬁlg’?g?‘g
CHAMGE FROM '07 TO "08: 81.2% \fiyamln

. ' Misslssip q

Natth Dak@?a

South Bakola

: Wast Virginla
‘.’ermu‘nt‘

G

bde ey

e
¥

1L wsc

OGQ’QE—‘_" SRS
g§§§§#$§§ggd;
SRR

88555sss:

B nenaaD
oo beieboboprlpii

2

_ FFERF

[
P nfsa ] ]
FLLLPae

Credif: Jusn Themaesie, USATODAY  Sourca: ReallyTrac
Related Advertising

Updated 3/12/2009 2:21 AM | Comment | Recommend E-mail | Save | Print

All the latest housing news

Stay on top of the latest developments regarding foreclosures, as well as other housing news, [29 Mot it J
by visiting our Real Estate front page. o e

Ofher wiays to share:
Yahool Buzz
Digg

FIND MORE STORIES IN: Real Estate
Share this story:

http://www.usatoday.com/money/economy/housing/2009-02-18-foreclosures-in-2008 N.htm | 4/2/2009




Mortgage fraud reports up 26 percent - Mortgage Mess ‘ Page 1 of2

MSN Tracking Image

4% MSNBC.com

Mortgage fraud reports up 26 percent

Rhode Island makes debut appearance as nation's top fraud hot spot

The Associated Press
updated 1:16 p.m. PT, Mon., March. 16, 2009

WASHINGTON - The mortgage industry, applying far more scrutiny after a tidal wave of defaults, reported a record number of
mortgage fraud incidents last year, with Rhode Island making its first appearance as the nation’s top fraud hot spot.

The number of mortgage fraud reports among loans made last year'grew 26 percent from a year earlier, according to a study
released Monday by the Mortgage Asset Research Institute.

The increase came. as lenders drarhatically tightened their standards, making it more difficult for borrowers to qualify for
home loans without large down payments, solid credit and proof of their incomes. With credit far tighter, about $1.4 trillion in
home loans were made last year, down about a thlrd from a year earlier, according to trade publication Inside Mortgage

Finance.

The recession has also increased pressure on shady mortgage lenders and brokers — as well as borrowers — to lie on loan
applications, according to the fraud report. “There’s a lot more desperation, with the economy being what it is,” said Jennifer

Butts, one of its co-authors.

More than 60 percent of mortgage fraud cases last year stemmed from falsified applications, while 28 percent came from tax
returns or financial statements, and 22 percent came from appraisals, the study said.

One fast-growing scheme, the report said, is coming from “foreclosure prevention specialists” who offer to rescue distressed
borrowers and sometimes trick the borrower to sign over the deed to their house. While some states have recently toughened
penalties for such scams, but only a few state attorneys general are able t6 seek criminal charges and jail time.

During the long ho'using boom, fraud was easy to conceal as long as home prices kept rising. But with prices sinking, the
industry has every incentive to make sure loans are legitimate.

Lenders are getting somewhat better at detecting fraud before loans are made, but “clearly there’s still a huge issue out
there,” said Denise James, director of reSide_ntiaI mortgage solutions for LexisNexis, which owns the mortgage research

institute.

The information coIIected in the 11th annual report comes from about 600 mortgage companies, |nclud|ng small community
banks, mortgage insurers and mortgage finance giants Fannie Mae and Freddie Mac.

~ Rhode Island’s place at the top of the report was a puzzle to its authors. The most prevalent type of fraud in that state was
inflated home appraisals, while fraud on mortgage applications was the most common in the other states.

While reports of mortgage fraud in Rhode Island have been growing somewhat, the jump hasn’t been extreme, said Steven
Cayouete, Rhode Island’s chief bank examiner. The state’s No.1 ranking “just doesn’t make sense,” he said.

FIorlda which had been No. 1 for two straight years, dropped to No. 2. lllinois ranked third, followed by Georgia, Maryland,
New York, Michigan, Callfornla Missouri and Colorado ‘

The report does not detail the exact number of fraud cases nationally or by state. Instead, the group calculates a “fraud
index” by comparing fraud cases with the number of home loans made in each state. Rhode Island’s rate, the report said, was

three times expected levels. -

John Courson, chief executive officer of the Mortgage Bankers Association, issued a statement calling the report “essential
reading for mortgage bankers who need to understand where mortgage fraud is coming from, what to watch for and how to

protect our companies and communities.”

As awareness of the mortgage fraud problem grows, law enforcement agencies are stepping up their efforts to combat it. The-
FBI created a Washington-based national mortgage fraud team in December and has more than 1,600 open mortgage fraud

hitp://www.msnbc.msn.com/id/29723423/print/1/displaymode/1098/ 4/2/2009
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investigations, more than double the number of such cases just two years agd.

With so many ongoing cases, FBI investigators are not focusing on individual borrowers but indUstry professionals generating
. fraud schemes that could total as much as hundreds of millions of dollars.

Copyright 2009 The Associated Press. All rights reserved. This material 'may not be published, broadcast, rewritten or
redistributed.

URL: http://WWW.msnbc.msn.oom/id/29723423/
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Opinion: How to right the
California housing market

By Douglas C. Neff and Gerd-UIf Krueger

Posted: 04/01/2009 07:51:47 PM PDT

Other than perhaps McDonald's hamburgers, what
is selling better today than it did a year ago? Resale
homes in California.

Sales in the last six months have gone up 89
percent compared with sales for the same period a
year ago, according to the California Association of
Realtors. Despite a worsening economy and a media
and government afflicted with a bad-news disorder,
something strange is happening in the California
housing market. There is strong evidence that basic
economics is addressing the housing meltdown in a
direct manner, which might set the stage for stability
and give a hint as to what policies work best.

Resales have been booming in the worst
foreclosure markets in the state. Declining prices,
severe job losses and pervasive foreclosures are
supposed to stifle the market, yet we see record
sales and significantly reduced listings in the
foreclosure areas. For example, in Stockton,
seasonally adjusted resales in December 2008 werée
up more than 440 percent from September 2007,
according to MDA DataQuick, the definitive source
for tracking California home sales. That December
sales rate was a record for this market. By March,
stories continued to abound of strong sales and
multiple offers.

Similarly in Moreno Valley/Perris, the heart of the
foreclosure badlands in Southern California, resales
rose 720 percent to a record high. After steep
home-resale declines in 2006 and 2007, the .

snapback in volume can be observed .in the
California interior from Chula Vista near the Mexican
border to Sacramento.

Although this may all still abate, this is a cyclic
novelty in California, where in the past it could take
three, four or even five years after a housing
recession before a vigorous resale volume recovery
occurred.

Despite waves of foreclosures, resale listings have
actually declined. The months it takes to burn off the
inventory on local multiple listings in the last year
have fallen from about 30 to 40 months down to
three or four months in Stockion and the Moreno
Valley/Perris area. Brokers now complain about the
lack of foreclosure listings. In Stockton, 71 percent
of foreclosures in the last 18 months have been
sold; in Riverside County, it was 67 percent; and in
Callfornla overall, it was 66 percent, according to
MDA DataQuick.

Fortunately, government policy has already done

the most important thing to maximize sales of
foreclosure properties. It has made FHA and GSE
(Fannie Mae and Freddie Mac) loans readily available
to buyers who qualify under new and more
sustainable standards. And from the amount of
demand we're seeing in the California interior,

lending doesn’'t seem o be a problem.

Given the speed and volume of the resale sector's
comeback — aided by market forces — getting the
government more involved in housing could
actually slow things down. And there can be no
housing recovery — and maybe no general
economic recovery — until the resale market
stabilizes. '

'So what does the government need to fix at this

point, when the market has almost completed its-
pricing adjusiment work? Sometimes, simple
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solutions can have a blg impact, more sothan big
government foreclosure bailouts or having
bankruptcy judges reduce — "cram down" — the
principal on mortgages. More elegant would be if
mortgage services and consumers facing
foreclosure could freely negotiate loan
modifications. They are often hampered because
morigage service's do not have a liability shield
against investors.

We have a simple suggestion: Congress or the

states could pass laws that protect mortgage

security services from lawsuits, giving them the
freedom to negotiate new terms with the borrowers if
that's what both parties want. That way we leave the
question of "to foreclose or not to foreclose" to the
wisdom of thousands of voluntary micro-decisions
rather than the forms of coercion that have become ~ -
de rigueur lately.

Economists, politicians and pundits all

want something "done" about the mortgage
meltdown. The fact is that some very important
things tend to get done by tens of thousands of
individuals who are already dealing with a huge
range of situations: re-pricing housing, investing in -
the future and clearing the decks for an eventual
recovery. If's called Economics 101 at work, and it's
setting the stage for stabilization of housmg in
California.

Douglas C. Neff is president of an Orange County-
based company specializing in housing
_investments, and Gerd-Ulf Krueger is principal
economist with Los Angeles real estate consultancy.
They wrote this article for the Los Angeles Times.
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