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Project Goals

Identify the major factors contributing to the rise of 
mortgage foreclosures.
Investigate the economic impact of the current mortgage 
foreclosure crisis. 
Assess the effectiveness of current federal and state 
programs to reduce the number of foreclosures. 
Formulate a series of public and private sector policy 
recommendations to stem the flow of future 
foreclosures. 



Contributing Factors 
Consumer-driven economic expansion.
Sharp decline in loan underwriting standards.
Popularity of consolidating consumer debt into mortgage loans.
Rise of speculative investment in residential real estate.
Rapid growth of mortgage and credit debt securitarization.

Consumer-Led Recession
Unprecedented levels of household consumer debt.
Decrease in real wages.
Sharply reduced household wealth (housing market collapse).
Rapid decline in personal retirement accounts.
2.6 million (M) jobs lost in 2008.



Contributing Factors
Average Household Debt vs. Median Household Income in Current and Past 

Recessions (in 2008 Dollars)



Impact of Residential Foreclosures
Nationally, more than 2.3M homeowners faced foreclosure 
hearings in 2008.

For financial institutions, a foreclosed property typically 
yields only 50–60% of the value of the original mortgage.

Excess housing supply further depresses home values in many 
communities. 

Some lenders/investors refuse to take possession of homes 
after forcing foreclosure which accelerates neighborhood 
decline and financial pressure on state and local 
governments.



Michigan Mortgage Market

The state of Michigan is experiencing economic distress 
more acutely and at a faster pace than the rest of the 
country. 
Michigan ranks as the nation’s 2nd highest in U.S. 
homeownership rate and the 4th most affordable housing 
market, yet it ranks 7th highest in mortgage 
delinquencies in the United States. 
RealtyTrac ranks Michigan as the 6th highest in the 
national mortgage foreclosure rate with 2.35% of all 
housing units in some stage of foreclosure. 



Michigan Mortgage Market
Delinquency Rates on all Real Estate Loans, 60-Day (Credit Union) and 90-
Day (Bank) Delinquencies (September 2008)



Current Foreclosure Interventions
“If you’re looking at a way to get to the bottom of the 
economic problems in our country, it is the housing 
foreclosure problem. We’ve got to address that.”

---Senator Christopher Dodd, Chairman, 
U.S. Senate Banking Committee

Limited effect of home mortgage intervention programs 
introduced in 2008. 

Many mortgage modifications made in 2008 simply 
consolidated payment arrears and will require future  
loan adjustments.



Current Foreclosure Interventions
An Overview and Analysis of Foreclosure Prevention Policies and Proposals



Policy Proposals
Proposal #1: Reform and Streamline the 
Home Foreclosure Process as Supervised by 
Federal Regulators.

Proposal #2: Implement Limited 
Discretionary Authority for Federal 
Bankruptcy Courts to Modify Most 
Problematic Mortgage Loans.



Policy Proposals
Proposal #3: Use Chapter 7 Bankruptcy as a 
Strategy to Retain Principal Residences.

Proposal #4: Utilize and Standardize Shared-
Equity Agreements as an Incentive to 
Encourage Loan Modifications. 



Policy Proposals

Proposal #5: Establish Lender Accountability 
for Consumer Requests for Mortgage 
Modifications.

Proposal #6: Establish a Database of 
Mortgage Borrowers that Received Loan 
Concessions.



Policy Proposals

Proposal #7: Establish a Federal Hotline for 
Locating Investors of Asset-Backed Securities 
and CDOs.

Proposal #8: Create State and Local 
“Working Groups” for Home Ownership 
Assistance.



Policy Proposals
Proposal #9: Establish Responsible Debt 
Relief (RDR) Programs. 

Proposal #10: Convene State and Local Debt 
Summits.



Summary of Policy Proposals

Mortgage Segment 1=Prime Mortgage Loans Held by Depository Institutions
Mortgage Segment 2=Subprime Mortgage Loans Held by Depository Institutions
Mortgage Segment 3=Prime Mortgages Pooled with Servicers
Mortgage Segment 4=Subprime Mortgages Pooled with Servicers
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