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• For almost than 30 years, 
NeighborWorks® America has created 
opportunities for people to live in 
affordable homes, improve their lives and 
strengthen their communities. 

 NeighborWorks®, a Congressionally 
chartered organization, provides financial 
support, technical assistance, and training 
for community-based revitalization efforts 
around the country.  

NeighborWorks® America 
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 Consists of 236 independent housing and 
community development nonprofit 
organizations. 

 Covers all 50 states, Puerto Rico and the 
District of Columbia and serves over 4,400 
communities (urban, suburban & rural). 

 Makes it possible to engage local 
residents and tailor solutions to meet local 
needs. 

The NeighborWorks® Network 
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NATIONAL AND STATE 
FORECLOSURE STATISTICS 
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United States: 
Homeownership Rates  
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Race %: Homeownership 
Rates  
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2007: Home sales and prices both continue to fall  
 
  The plunge in existing-home sales; 
  The subprime mortgage industry collapsed; 
  Rising interest rates threaten to depress prices; 
  Subprime issues spread to prime mortgage markets; 
  About $1 trillion of ARMs were to reset in 2007; 
  Investors lose billions of dollars in securities tied to 
subprime mortgage assets, triggering turmoils in global 
financial markets.            

Source: www.wikipedia.org/wiki/United_States_housing_bubble#Timeline 

http://www.wikipedia.org/wiki/United_States_housing_bubble
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Presenter
Presentation Notes
Subprime lending has flourished in recent years because of interest in MBSs from major Wall Street investment banks and a process called securitization. Through securitization, lenders can sell their loans in bulk to the secondary mortgage market (the market where loans are bought and sold) at a profit. 

Investment firms bundle subprime loans (which are considered risky because of the borrowers’ higher probability of default) with less risky loans for sale as bonds, or highly rated MBSs. Investment banks sell MBSs to individual investors, who may choose MBSs based on their preferences for risk versus return. 

The housing boom helped drive demand for MBSs. Increased demand made loans to low-income consumers profitable and gave lenders the opportunity to reinvest earnings from MBS sales into other profitable loans. This demand opened the door for weak underwriting and fraudulent practices. 

Although securitization helps lenders to extend credit to a wider range of borrowers—including those with weak credit histories—by dispersing risk, securitization also makes it difficult for borrowers to restructure and refinance their loans. Many MBSs stipulate that only a certain percentage of loans within the bond may be restructured. If additional borrowers request restructures, a majority of investors must approve. According to Standard & Poor’s, about three-quarters of subprime mortgages originated in 2006 were funded by securitizations. 
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Subprime Mortgages as a % of  
Total Loans  
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CAUSES OF FORECLOSURE  
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Multiple Underlying Causes of 
Foreclosure 

Business  
Practices 

-fraud 
-appraisals 

- inspections 
-seller grants 

 
 
 

 
Borrower  
Behavior 

-consumer credit usage 
- income/employment 

- property maintenance 

Housing 
Market 

- house prices 
- collateral risks 

 

Presenter
Presentation Notes
We are always asked “whose fault is that foreclosure?”

The truth is there is a lot of blame to go around. 
As house prices flatten, there is risk of borrowers being underwater. This is a bigger issue for soft real estate markets and/or people with no/low down mortgages and/or interest only loans.
 Business practices. There is a lot of attention paid to predatory loans…but few of the loans in foreclosure are purely predatory. Besides fraud (forged signatures), there are boosted appraisals, faulty property descriptions and of course Nehemiah DPAs.
 Fraud on behalf of borrowers is also common – investors posing as owner-occupied, faked incomes.  Others might realize the home has become a gateway to credit.  Or they got the home based on overtime and multiple incomes. Then there are people who are unprepared to other events or repairs that can saddle their ability to keep up with the mortgage.

Bottom line – it is not a simple issue of bad lenders making bad loans.  Trigger events and economics play a huge role.
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Initial Cause of Delinquency
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Borrowers in Default: 

• 32% are in bankruptcy 

• 69% first-time buyers 

• 55% first-time refinance 

• Average of 2.1 refinances 

• 11.6 years in home  

• 22% retired seniors 

• Unpaid mortgage: $91,213 

 

Borrower Reasons for 
Delinquencies 

Source: Policy Lab Consulting 
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Why Did You Not Contact 
Your Lender/Servicer?
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What We Know About Foreclosures & 
Industry-based Solutions 

• Prevention through good origination is 
critical, but improved foreclosure 
intervention methods must be 
developed (starting with consumer 
awareness) 

• Cost to community: $30,000-$50,000 
based on law enforcement and other 
costs 

• Cost to lenders: $44,000 - $58,000  
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Source: Mortgage Bankers Association National Delinquency Survey 
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The Social Impact 

(From Apgar and Duda #4, below) 
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The Center for Responsible Lending projects, nationally, foreclosures on 
subprime home loans originated in 2005 and 2006 will have the following 
impact on the neighborhoods and communities in which they occur:  

   
40.6 million neighboring homes will experience 

devaluation because of subprime foreclosures that 
take place nearby.  

  
The total decline in house values and tax base from 

nearby foreclosures will be $202 billion.  
  

Homeowners living near foreclosed properties will see 
their property values decrease $5,000 on average.  

Key Findings  
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The Costs of Foreclosures to Georgia  
Property Owners and Local Government 

Declining values of foreclosed properties1 

Declining values of adjacent properties2 

Vacant properties  crime3 

Public safety and maintenance costs4 

 
From the U.S. Congress Joint Economic Committee, October 20075 

“Conservative” cost estimates for Georgia: 

1. C. Coulton, K. Mikelbank, and M. Schramm. 2008. Foreclosure and beyond: A report on ownership and housing values following sheriff’s sales, Cleveland and Cuyahoga County, 2000-
2007. Center on Urban Poverty and Community Development, Case Western Reserve University, Cleveland, OH. 

2. D. Immergluck and G. Smith. 2006. The external costs of foreclosure: The impact of single-family mortgage foreclosures on property values. Housing Policy Debate, Volume 17(1): 57-
80. 

3. D. Immergluck and G. Smith. 2006. The Impact of single family mortgage foreclosures on crime. Housing Studies 21 (6): 851-866. 
4. W. Apgar and M. Duda. 2005. Collateral Damage: The Municipal Impact of Today’s Mortgage Foreclosure Boom. Harvard University Joint Center for Housing Studies. 
5. U.S. Congress Joint Economic Committee. 2007. The Subprime Lending Crisis: The Economic Impact on Wealth, Property Values and Tax Revenues, and How We Got Here. October. 

 Estimated subprime foreclosures from  
mid-2007  2009:  36,753 

 Lost property values > $2 billion 
 Lost property taxes > $14.5 million 
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Lost of shelter 

Effects of family structure 
Loss of savings through equity 
Credit destroyed 
Emotional affects 
Increase in poverty and homelessness 
Suicide  

The Costs of Foreclosures to Georgia  
Citizens and Families 
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NeighborWorks® Center for 
Foreclosure Solutions 
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Public Outreach and Education 
 3 Year Ad Council Campaign: national, regional, and local: TV, 

Radio and Print ads; 
 Geared to Increase Contact Rates with Borrowers; 
 Uses existing 888-995-HOPE number and referrals to local 

NeighborWorks® and other non-profit organization; 
 

Build Foreclosure Counseling Capacity 
 Partnership with 1-888-995-HOPE; 
 Certified, Standardized training programs for housing 

counselors and loss mitigation professionals; 

 

NeighborWorks® Center for 
Foreclosure Solutions 
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NeighborWorks® Center for 
Foreclosure Solutions 

 Hot Spot Coalitions 
 Partnering with local community partners; 
 Local training, workshops and counseling; 
 Local marketing to reach distressed borrowers; 

 
  Research  
 Local trends to inform local strategies;  
 Hot Spot Forecasting; 
 Effective and Efficient Strategies. 
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INDUSTRY & LOCAL SOLUTIONS 
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• HOPE NOW Alliance  
• HOPE Hotline –    

888.995.HOPE 
• National Foreclosure 

Mitigation Counseling 
Program 

• Consumer Workshops  
• FHASecure - HUD 
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• Promote of Hotline 
(PSAs, social 
services, 
newsletters, church 
bulletins) 

• Promote local 
counseling agencies 

• Sponsor/Host 
consumer 
awareness 
workshops 
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Marshall E. Crawford, Jr.,  
 Management Consultant, Partnership and 

Growth 
 
NeighborWorks® America 
  260 Peachtree Street, Ste 1000 
  Atlanta, GA 30303 
 
Tel:  404.526.1273 
Fax: 404.526.1298 
 

Contact Information  
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