
NOTES: 
• Job growth remains strongest in the center of the country. 

• Over the past 12 months, 11 states still show house price gains. 

• House price declines remain largest in the overbuilt, heavily investor states of Nevada, California, Arizona, and Florida (plus Rhode Island). 



NOTES: 
• Seriously delinquent mortgages are most prevalent in areas with the biggest house price declines, coupled with the crippled auto industry. 

• Existing home sales are down by double digits in most states. 

• Existing sales are surging in Nevada, California, Arizona, and Florida – as buyers respond to lower prices and distressed properties. 
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 SERIOUSLY DELINQUENT MORTGAGES 
4T H QUARTER 2008 

12-MONTH CHANGE IN EXISTING HOME SALES 
4T H QUARTER 2008 

1.67% to   3.00%
3.00% to   4.50%
4.50% to   6.00%
6.00% to 13.32%

 

North Dakota 1.67 Connecticut 4.47
Alaska 1.72 Alabama 4.52
Wyoming 1.72 Pennsylvania 4.62
Montana 2.02 South Carolina 4.70
South Dakota 2.41 Minnesota 4.84
Washington 3.01 Tennessee 4.93
Oregon 3.17 Wisconsin 4.93
Vermont 3.18 Kentucky 5.07
Nebraska 3.38 New York 5.10
Utah 3.52 Massachusetts 5.26
New Mexico 3.57 Louisiana 5.52
Kansas 3.75 Maryland 5.52
North Carolina 3.77 Maine 5.65
Idaho 3.80 New Jersey 5.96
New Hampshire 3.83 Georgia 5.98
Virginia 3.83 United States 6.30
Arkansas 3.90 Rhode Island 6.31
Colorado 3.96 Mississippi 6.54
Hawaii 4.03 Illinois 6.63
Iowa 4.05 Ohio 7.27
Oklahoma 4.26 Indiana 7.31
Texas 4.28 Michigan 7.71
Missouri 4.30 Arizona 8.16
West Virginia 4.31 California 8.28
District of Columbia 4.38 Nevada 11.20
Delaware 4.43 Florida 13.32   

Washington -35.57% New Jersey -15.33%
Alabama -35.09% New York -15.16%
North Carolina -34.70% District of Columbia -15.00%
Vermont -34.38% Delaware -14.71%
South Carolina -31.00% Maryland -14.62%
Hawaii -30.00% Wyoming -14.29%
Louisiana -29.09% Maine -13.79%
Tennessee -26.15% Missouri -13.60%
Utah -24.42% Michigan -12.13%
Mississippi -22.92% Georgia -9.85%
Illinois -22.76% Colorado -9.75%
North Dakota -22.22% Pennsylvania -9.70%
Idaho -21.77% Oregon -8.89%
Montana
N

 
 

 
 
 

Regional Roundup 
 
 
 
 
 

 
 Source: Mortgagr Bankers Association / Haver Analytics 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

-35.57% to  -20.00%
-20.00% to  -10.00%
-10.00% to     0.00%
   0.00% to 133.72%
   No data   

 
 
 
 
 
 
 
 
 
 -21.43% Nebraska -8.86%

ew Mexico -20.93% Rhode Island -8.82%
Arkansas -20.86% Ohio -7.64%
Connecticut -20.59% Massachusetts -6.86%
Indiana -19.82% United States -5.94%
Kentucky -18.96% Iowa -5.92%
South Dakota -18.37% Virginia 3.14%
Texas -18.12% Minnesota 7.17%
Kansas -17.86% Florida 12.52%
Wisconsin -17.43% Arizona 42.65%
West Virginia -17.39% California 84.67%
Alaska -16.67% Nevada 133.72%
Oklahoma -16.53% New Hampshire #N/A

  

Source: National Association of Realtors /  Haver Analytics 

  



REGION IN FOCUS 
 
*The Northeast region 
includes CT, ME, MA, 
NH, NJ, NY, PA, RI, and 
VT 
 
**All Region in Focus 
graphs contain data 
gathered from BLS, First 
American CoreLogic, 
LoanPerformance HPI, 
and MBA. 
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Region in Focus: The Northeast 

The Massachusetts economy moved into recession in the 
fall, as the state’s contracting housing market and the 
national downturn led to large job losses in the state and 
declining industrial production.  Massachusetts’ major 
industries are education, government, professional/business 
services, and retail.  While the first two tend to be resistant 
to periods of economic downturn, the latter two are not.  
Professional/business services and retail have been hit 
especially hard in the national downturn, and Massachusetts 
is feeling the brunt of this decline. 
 

The ongoing financial crisis will likely lead to large job 
losses in the state well into 2010.  Employment in financial 
services has fallen by nearly four percent, or about 8,500, 
since peaking in early 2007 – with especially large job 
losses at the end of 2008.  More job losses are coming, as 
the state’s many mutual fund companies, banks, insurance 
companies and securities firms cut personnel.  For example, 
mutual fund giant Fidelity, a major employer in the state, 
has announced a second round of layoffs.  Employment is 
also falling in related industries such as legal services, 
consulting, and accounting.  Combined employment in 
financial services and professional/business services is 
expected to fall by almost 50,000 before bottoming out in 
early 2010.  The loss of so many well-paying jobs, as well 
as lower bonuses for those who keep their jobs, will have a 
big negative impact on the state economy. 
 

In January, the state’s unemployment rate averaged 7.4 
percent, up from 4.6 percent a year earlier.  The 
unemployment rate in the states’ largest MSAs have also 
risen substantially over the twelve month period from 
December 2007 to December 2008, the latest date for which 
local unemployment data is available.  In Boston-
Cambridge-Quincy, the state’s largest metropolitan area, the 
unemployment rate has risen by 2.1 percentage points to 5.5 
percent; Springfield’s rate has risen by 2.5 percentage points 
to 7.2 percent; and New Bedford’s rate rose by 3.5 
percentage points to 9.7 percent.  
 
According to Moody’s Economy.com, existing home sales 
in the state declined by 6.2 percent between the third and 
fourth quarters of 2008.  This was better than the Northeast 
region as a whole, however, which saw an 8.9 percent 
decrease for the period.  There was great variance across the 

state in rates.  The Boston-Cambridge-Quincy and 
Barnstable MSAs actually saw improvements in sales, rising 
by 0.5 and 10.9 percent, respectively.  The remaining MSAs 
in the state, Pittsfield, Springfield, and Worcester, saw 
declines: 42.8, 7.5, and 3.7 percent, respectively.  As with the 
rest of the nation, the credit crunch has had a significant 
impact on the state’s housing market.  Tightened lending 
standards have made it more difficult for potential 
homebuyers to qualify for loans, reducing the likelihood of 
renewed growth in the near-term, at least until the market for 
credit thaws.   

According to data from First American CoreLogic’s 
LoanPerformance House Price Index (LP HPI), home prices 
in the state decreased by an annual rate of 21.1 percent 
between the third and fourth quarters of 2008.  On a year-
over-year basis, prices fell by 9.3 percent.  Nationally, prices 
fell by 11.2 percent over the same period. 
 

Credit quality in Massachusetts is generally above the 
national average.  According to the Mortgage Bankers 
Association (MBA), the rate of foreclosures started in the 
state was 0.63 percent (non-seasonally adjusted, or NSA) 
during the fourth quarter.  This compares with a national 
average of 1.08 percent (also NSA).  The delinquency rate on 
all loans in Massachusetts was 7.91 percent, below the 
national average of 8.63 percent.  Seriously delinquent loans 
(those 90 days or more past due plus the foreclosed 
inventory) totaled 5.26 percent in the fourth quarter.  For the 
nation, this measured 6.30 percent.  At the end of the fourth 
quarter, 29.20 percent of all subprime loans were past due, 
while 26.99 percent were seriously delinquent.  The national 
averages were 23.89 and 23.11 percent, respectively. 
  

Page 8 

The Northeast region’s economy declined rapidly as the national recession deepened during the fourth quarter.  This is a 
recent phenomenon since the nation’s other regions slowed both faster and sooner than the Northeast.  During the fourth 
quarter, however, the Northeast was hit especially hard by layoffs in the financial sector, as well as the downturn in the retail 
and leisure/hospitality sectors.  It is likely that as a result of significant layoffs, especially in the high-paying financial sector, 
the Northeast will see a sharp reduction in consumer spending in coming quarters. 
 

During January, the seasonally adjusted unemployment rate in the Northeast stood at 7.1 percent, a significant increase from 
the year-earlier level of 4.7 percent.  Over the same period, the national unemployment rate increased from 4.9 to 7.6 percent.  
(Note: The Bureau of Labor Statistics recently estimated that the national unemployment rate rose to 8.1 percent in February.  
Comparable state and local numbers are not yet available.)  
 

After holding up relatively well during the first nine months of 2008, existing home sales in the region fell precipitously 
during the fourth quarter.  According to the Census Bureau and the National Association of Realtors (NAR), total home sales 
declined by 10.6 percent during the quarter (but with new sales up by 3.2 percent), compared with a national decline of 6.5 
percent.  In January, new home sales jumped by 12.5 percent in the Northeast (compared with a national decline of 10.2 
percent), while existing home sales dropped by 14.7 percent (compared with a national decline of 5.3 percent).  The rise in 
new sales is probably not sustainable, while the larger than average drop in existing sales likely stems from fewer foreclosures 
in the region – and thus fewer distressed sales.  House prices have continued to weaken in the Northeast, albeit at rates less 
than the national average. 

 

Massachusetts 



 
 

 
 
 
 

Region in Focus: The Northeast   
 

 
 

After lagging the rest of the country into the 
recession that began late in 2007, New York is 
finally feeling the full force of the downturn.  In 
the last three months of 2008, the state lost more 
jobs than it has since the early 1990s.  According 
to the Bureau of Labor Statistics, all of the major 
industry categories in the state are losing jobs.  
The unemployment rate rose to 7.0 percent in 
January, an increase of 2.3 percentage points 
from a year earlier.  New claims for 
unemployment insurance have already reached 
their peak from the 2001 recession.  Job losses 
caused income growth to slow in the third quarter 
to its weakest pace since 2003.  Housing markets 
across the state continue to weaken with 
particularly large declines in house prices 
downstate. 
 
Unemployment rates in the state, while up 
significantly, still trail the national average.  In 
January, the state’s unemployment rate averaged 
7.0 percent on a seasonally adjusted basis (up 
from 4.7 percent a year earlier) compared with 
the national average of 7.6 percent.  In the state’s 
largest MSA, New York-Wayne-White Plains, 
the unemployment rate stood at 6.9 percent in 
December, the latest month for which local data 
is available, significantly above year earlier 
levels of 4.8 percent.  The state’s other major 
MSAs also saw increases in their rates: Nassau-
Suffolk increased by 2.0 percentage points to 5.8 
percent, Buffalo-Niagara Falls increased by 2.0 
percentage points to 7.2 percent, Rochester 
increased by 1.9 percentage points to 6.7 percent, 
and Albany increased by 1.8 percentage points to 
5.9 percent. 
 

According to Moody’s Economy.com, existing 
home sales in the state have fallen much faster 
than both the national and regional averages.  
Home sales declined by 9.6 percent in the state 
between the third and fourth quarters of 2008, in 
line with the regional decrease of 8.9 percent, but 
worse than the national decline of 5.5 percent 
over the same period. 
 
According to data from LP’s HPI, home prices in 
the state increased by a rapid annualized rate of 
27.0 percent during the fourth quarter – an 
anomaly considering the sharp drop in sales and 
declining economy.  Despite the fourth quarter’s 
surprising result, prices fell by 9.3 percent on a 
year-over-year basis in 2008.  
 
Credit conditions in New York are better than the 
national average.  According to the MBA, 7.58 
percent of all mortgage loans were past due in the 
fourth quarter compared with a national average 
of 8.63 percent.  Likewise, 0.42 percent of all 
mortgage loans in the state entered the 
foreclosure process during the fourth quarter of 
2008.  This compares with a national average of 
1.08 percent.  Loans rated as seriously delinquent 
totaled 5.10 percent in the fourth quarter.  For the 
nation, this measured 6.30 percent.  The 
subprime market in the state is also performing 
better than the national average.  At the end of 
the fourth quarter of 2008, 23.08 percent of all 
subprime loans were past due while the serious 
delinquency rate on subprime was 22.34 percent.  
Nationally, these figures were 23.89 and 23.11 
percent, respectively. 
 

(Continued on page 10) 
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Region in Focus: The Northeast  
 
 

 

Maine 
 
 
 
 
 
 
 

Maine’s recession intensified in the fourth 
quarter as employment fell sharply.  Nonfarm 
payroll employment declined at an annual rate of 
3.0 percent in the fourth quarter, its largest 
quarterly decline since the early 1990s.  This 
capped a difficult year as total job losses made 
2008 one of the worst on record.  Households are 
vulnerable, as unemployment is rising and credit 
conditions are eroding.  Additionally, 
homebuilders continue to aggressively cut 
residential construction; permits are well off their 
2005 peak. 
 
Like most other states, Maine’s unemployment 
rate is increasing rapidly.  It is likely to continue 
to increase as the nation’s recession deepens.  In 
January, the state’s unemployment rate averaged 
7.8 percent, 0.2 percentage points above the 
national average and 3.0 percentage points above 
January 2008 levels.  In the state’s largest MSA, 
Portland, the unemployment rate rose to 5.5 
percent in December, compared with a year-
earlier level of 3.7 percent.  In Bangor, 
unemployment rates rose to 6.4 percent, while in 
Lewiston-Auburn it rose to 7.4 percent. 
 
According to LP’s HPI, home prices in the state 
fell at a 23.5 percent annualized rate during the 
fourth quarter.  From a year earlier, however, 
prices declined by 4.5 percent.  In the Portland 
MSA, home prices declined by an annualized 
13.1 percent during the fourth quarter, and by 8.0 
percent from a year earlier. 

According to Moody’s Economy.com, home 
sales in the state declined by 2.0 percent between 
the third and fourth quarters of 2008.  This is 
much better, however, than the national decline 
of 5.5 percent for the same period.  Selling rates 
during the fourth quarter varied greatly across the 
MSAs in the state.  Portland saw homes sales 
decrease by 4.9 percent, Bangor rose by 2.3 
percent, while Lewiston-Auburn rose by 45.3 
percent.  (Note: the actual number of sales in 
Lewiston-Auburn is a small number, accounting 
for the large percentage gain.  They rose from 
750 to 1090 units between the third and fourth 
quarters of 2008.) 
 
Credit quality in Maine is declining, but not quite 
as severely as the national average.  According to 
the MBA, 0.89 percent of all mortgage loans in 
the state entered the foreclosure process during 
the fourth quarter of 2008, below the national 
average of 1.08.  Loans rated as seriously 
delinquent totaled 5.65 percent in the fourth 
quarter, below the national average of 6.30 
percent.  The state’s subprime market is 
declining at a similar rate to the national average.  
At the end of the fourth quarter of 2008, 23.44 
percent of all subprime loans were past due while 
23.47 percent were seriously delinquent.  This 
compares with national averages of 23.89 and 
23.11 percent, respectively. 
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followed closely by Modesto at 40 percent and 
Stockton at 39 percent.  Because of these 
monumental house price declines, the percent of 
mortgaged houses with negative equity in these 
MSAs is among the highest in the nation – with 
Merced and Stockton at 55 percent, and Modesto at 
51 percent.  Only the Las Vegas-Paradise, NV MSA, 
at 58 percent, has a higher share of negative equity 
(see figure 1). 
 

Increasing rates of negative equity (caused mostly by 
falling home prices) have several negative 
implications; among these are higher rates of mortgage 
default and foreclosure, reductions in consumer 
spending, and slower growth of the national economy.  
There is a statistically significant positive relationship 
between negative equity and a mortgagee’s tendency to 
default.  Moreover, the incentive to default on the part 
of the borrower increases the further their mortgage 
drops under-water.  For example, as noted above the 
states in the FACL study with the highest rates of 
negative equity are Nevada, Michigan, Arizona, 
Florida, and California.  These states were also 
estimated as having the highest serious delinquency 
rates in the nation by the Mortgage Bankers 
Association’s Fourth Quarter National Delinquency 
Survey (see figure 2): Nevada (6.87 percent), Florida 
(6.03 percent), California (5.02 percent), Arizona (5.02 
percent), and Michigan (4.92 percent).  (Note that a 
mortgage is defined as seriously delinquent if it is 90 
or more days past due, or has entered into the 
foreclosure process.) 
 

Special Topic (Continued from cover page) 
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California led the way with a monthly average of 
43,000 houses, followed by Texas (16,000), Nevada 
(15,000), Florida (14,000) and Virginia (14,000).  
Moreover, an additional 2.2 million properties 
nationwide were within five percent of being worth 
less than their mortgage.  Negative equity and near 
negative equity mortgages together accounted for 25 
percent of all residential properties with a mortgage 
nationwide at the end of last year. 
 

The distribution of negative equity is heavily skewed 
to a small number of states.  Nevada had the highest 
percentage of houses with negative equity, as more 
than half of all mortgage borrowers in that state were 
“upside down.”  The average loan-to-value (LTV) 
ratio for properties with a mortgage in Nevada was 
97 percent, averaging less than $8,000 in equity per 
house.  As a result, there is little cushion against 
declining home values for homeowners with 
mortgages in that state.  Michigan ranked second 
with a negative equity share of 40 percent – double 
the share for the nation.  Arizona (32 percent), 
Florida (30 percent), and California (30 percent) 
rounded out the top five states.  The average negative 
equity share for these five states was 31.9 percent.  
The negative equity share for the remaining 45 states 
(plus the District of Columbia) was 13.9 percent. 
 
Negative equity is greatest in those states and 
metropolitan areas where price declines have been 
the greatest.  Using data provided by Loan 
Performance, MSAs in California’s Central Valley 
have seen home prices decline by 30-43 percent from 
their peak in 2006.  Merced has led the nation with a 
43 percent peak-to-present house price decline, 

 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Source:  First American CoreLogic 
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Figure 1: % of Homeowners with Negative Equity 
for Selected MSAs 
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A second result of the record decline in homeowner 
wealth (as most clearly seen in the increasing share of 
households that are under water, but also with any 
household that has seen the value of their property decline) 
is the negative impact that it has on consumer spending 
(approximately 70 percent of all spending in the 
economy).  Many studies have shown that households on 
average raise their spending by 4-6 percent of increases in 
their long-term wealth.  This is also true in the opposite 
direction when household wealth declines.  In the fourth 
quarter of 2008, the four-quarter change in homeowners 
equity in household real estate was a negative $2.1 trillion 
– a huge drop (see figure 3).  Using the middle of the 4-6 
percent range of household response to what they consider 
to be permanent changes in their real estate wealth, this 
suggests that households would reduce their spending by 
more than $100 billion in response to the drop in the value 
of their real estate holdings.  Because of substantial 
multiplier effects accruing to consumer spending, the 
overall impact on economic growth is likely to be even 

 

 
 

 
 
 
 

greater – perhaps twice as much, using reasonable 
estimates.  
 

The sharp decline in homeowners’ equity, caused by and 
coupled with the drop in house prices, is probably the 
greatest risk facing the housing market and is one of the 
biggest impediments to the resumption of economic 
growth.  The Administration’s recently announced 
Housing Affordability and Stability Plan (HASP) is 
designed to help move toward house price stability 
primarily through its effort to refinance some of the 
negative equity mortgages owned or guaranteed by Fannie 
Mae and Freddie Mac that are at risk of default, and to 
rewrite a number of other mortgages that already have 
defaulted.  To the extent it stabilizes house prices and 
reduces mortgage defaults, the HASP will help to break 
the current cycle of house price declines creating negative 
equity and thus causing mortgage defaults – which in turn 
puts additional downward pressure on house prices, 
creates more negative equity, and causes still more 
mortgage defaults. 
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Figure 2: Comparison of Negative Equity and Serious 
Delinquency Rates for Selected States  

 
 Negative Equity Share Serious Delinquency Rate
 

Source:  Federal Reserve Board / Haver Analytics 

Source: First American CoreLogic
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Figure 3: Owner’s Equity in Household Real Estate 
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C
autionary Statem

ent:  
  Statem

ents in this docum
ent that are not historical facts, or that relate to future plans, events or perform

ance are "forw
ard-looking" statem

ents w
ithin the m

eaning 
of the Private Securities Litigation R

eform
 A

ct of 1995. These forw
ard-looking statem

ents include our expectation w
ith respect to the econom

y and the housing 
and m

ortgage m
arkets. R

eaders are cautioned that forw
ard-looking statem

ents by their nature involve risk and uncertainty because they relate to events and depend 
on circum

stances that w
ill occur in the future. M

any factors could cause actual results and developm
ents to differ m

aterially from
 those expressed or im

plied by 
forw

ard-looking statem
ents.  Such factors include, am

ong others, national or regional recessions, credit m
arket disruptions, changes in interest rates, housing prices 

and em
ploym

ent rates, and regulatory and legislative developm
ents.  O

ther risks and uncertainties are discussed in our SEC
 filings, including our A

nnual R
eport 

Form
 10-K

 for the year ended D
ecem

ber 31, 2008 (in Item
 1A

). W
e undertake no obligation to update forw

ard-looking statem
ents. 
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