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When the housing bubble popped in
2006, it not only triggered a recession
and stock market crash, it also wrecked
lots of people’s financial lives, sent 10
million homeowners into foreclosure
and plunged millions of mortgage
borrowers underwater into a tailspin
from which the market is still struggling
to recover. That sorry saga of housing
downturn is well known. Less well
understood, however, is the lingering
effect of mortgage debt on the housing
market.
Despite the recent rising in home
prices, a staggering 8.1 million
households — representing 15 percent

of all mortgaged homes — are seriously
underwater, or one out of every five
such homes with a mortgage. Of
the nearly 49.5 million mortgaged
properties in the United States in
2014, there was an estimated $1.4
trillion in negative equity, according to
RealtyTrac. This persistent and severe
negative equity continues to threaten
the housing market. Households deeply
underwater are more vulnerable to
foreclosure. These properties could
emerge out of underwater status or slip
back under, depending on the direction
of home prices. (See chart: U.S. Home
Equity Landscape)
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Not only are an amazing number of mortgage borrowers
barely keeping their heads above water, but many are
drowning in other types of debt.
How bad is it?
Broke, USA: Underwater America Drowning in Debt
Both individually and government wide, America is
addicted to debt. Collectively, total household debt —
including mortgages ($8.09 trillion), student loans ($1.2
trillion), auto loans ($905 billion), credit cards ($880
billion) and outstanding HELOCs ($521 billion) — hit $11.6
trillion in the second quarter of 2014, according to the
Federal Reserve Bank in New York. Concerned about the
shaky economy, Americans cut $18 billion in debt from
the previous quarter, but their desire for consumption
was only outweighed by Uncle Sam’s voracious desire to
spend their money.
Not to be outdone, the federal government over the
last six years has nearly doubled the amount of money
it spends, shackling U.S. taxpayers with an alarming $17
trillion in unsustainable debt.

Equity Rich(LTV 50 or
lower)

Recent rises in home prices has temporarily pulled many
borrowers out of negative equity, where the mortgage is
worth more than the property. But the longer a borrower
remains in a negative equity position, the more likely a
foreclosure or a short sale will become a likely outcome.
Negative equity is falling, but it still exceeds $1 trillion.
Borrowers who are underwater are significantly more
likely to default on their loan than homeowners with
positive equity. RealtyTrac defines a mortgage as
seriously underwater when the combined loan amount of
the home mortgage(s) is at least 25 percent higher than
the properties market value.
Still, just because a borrower is underwater does not
necessarily mean that foreclosure is imminent. Most
borrowers continue to make their loan payments on
time. Negative equity peaked in the second quarter of
2012 at 12.8 million properties or 29 percent, according
to RealtyTrac’s data. (See chart: Historical Underwater
Trends)
A recent report from UC Berkeley’s Hass Institute for a
Fair and Inclusive Society shows the widespread problem
Continued Next Page
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of underwater mortgages continues to affect cities
throughout the nation. The report, titled “Underwater
America: How the So-Called Housing ‘Recovery’ is
Bypassing Many American Communities,” chronicled 15
metropolitan areas, 100 cities, and 395 ZIP codes with the
highest proportion of underwater mortgages.
“Contrary to the claims of many observers that the recent
rise in housing prices is solving the nation’s foreclosure
and related economic crisis, millions of families continue
to face financial devastation from which many may never
recover,” the Hass Institute report claims. “In many local
areas, the downturn was more severe and the recovery
has either been far slower or hollow, including metro
areas as varied as Detroit, Miami, Las Vegas, Atlanta and
Chicago. As the so-called recovery slows in 2014, these
hot spots are not likely to see their fortunes change in the
near future.”
Where Borrowers are Struggling to Stay Afloat
The underwater crisis, though severe, is limited
geographically to only a few states. Nevada, for example,
had the highest percentage of mortgaged properties in
negative equity, with 31 percent underwater. Other states
with the highest percentage of residential properties
seriously underwater in the third quarter of 2014 were
Florida (28 percent), Illinois (26 percent), Michigan (25

percent), and Rhode Island (22 percent), according to
RealtyTrac data.
Hardest-Hit Cities
While rising prices have benefited many upside-down
borrowers, this upward trend has recently slowed and
could dramatically slow down in 2015, which means cities
with high concentrations of underwater borrowers could
slip back into decline. Nationwide, over 65 metropolitan
areas have between 30 percent and 74 percent of
borrowers who have negative equity in the second
quarter of 2014, according to RealtyTrac.
The cities in the worst shape are Lakeland, Fla., where
37 percent of mortgaged properties are underwater, Las
Vegas (35 percent), Cleveland (35 percent), Palm Bay, Fla.,
(32 percent), Chicago (30 percent), Cape Coral, Fla. (30
percent), and New Haven, Conn. (30 percent).
Nevada attorney Robert A. Massi said there are a handful
of issues that could impact homeownership in America
next year, especially what he called “zombie titles.”
Zombie Titles
“Nationally, things are better in the real estate market
than they were a few years ago,” said Massi, a Las Vegas
attorney with Robert A. Massi & Associates, and FOX
Continued Next Page
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News commentator. “But there’s still a handful of states
— including Florida, Michigan, Nevada and some parts
of California — that the lenders haven’t taken ownership
of properties that still have not been foreclosed. Now
you have Fannie Mae and Freddie Mac looking at
some of those borrowers who strategically defaulted
and they want to go after them and pursue deficiency
judgments. My concern is that if Fannie
and Freddie decide to get aggressive
and pursue deficiency judgments on
strategic defaulters you’ll see a rise in
bankruptcies.”
Aid Now, Tax Bill Later
Many homeowners who are underwater
on their mortgages face crushing federal
tax bills if they had a principal reduction
by their lender. Here’s the problem:
Under federal tax law, the amount of
debt forgiven in a loan modification or a
short sale by a bank gets reported to the
IRS as “income,” and borrowers may be
hit with taxes on the debt forgiveness.
In 2007, Congress created a temporary
exemption for mortgage forgiveness —
called the Mortgage Forgiveness Debt
Relief Act — but the law expired Dec.
31, 2013, and has not been renewed.
Borrowers who want to claim the debt
forgiveness exemption have to file the
IRS Form 982 (available at www.irs.gov),
and attach it to their IRS return for the
year the debt was forgiven.

Calif., was the first city to develop a plan to use the power
of eminent domain to buy underwater mortgages and
refinance them. In October, San Francisco was considering
a similar plan to use eminent domain to seize underwater
mortgages, but postponed the plan, according to the San
Francisco Examiner.
Still, underwater borrowers pose a serious
threat to the U.S. housing market. If
incomes continue to slide downward or
home values don’t keep rising, or if interest
rates rise considerably, significantly more
people could quickly end up underwater
on their mortgages and unable to pay.

Robert A. Massi
Attorney
Las Vegas, NV
My concern is that if
Fannie and Freddie
decide to get aggressive
and pursue deficiency
judgments on strategic
defaulters you’ll see a rise
in bankruptcies.

If Congress does not extend the law,
hundreds of thousands of underwater
borrowers could get stuck with a huge tax bill many
won’t be able to pay, a prospect that threatens to slow an
already weak housing recovery.
An Urban Institute study found that about 2 million
underwater borrowers are at risk of incurring that kind
of tax liability. Despite the tax break’s popularity, it is
unclear whether Congress will renew it again. If Congress
does not renew the tax break, hundreds of thousands of
underwater borrowers could file for bankruptcy.
Faced with Wall Street intransigence and federal
indifference, cities are starting to take the underwater
problem into their own hands. Last year, Richmond,

According to the Federal Reserve’s Flow
of Funds, Americans are taking on debt
again. But instead of borrowing to buy
a home, this time we’re borrowing to
finance new cars, college tuition and other
consumer goods. Total consumer debt
has been climbing after a post-recession
retrenchment, led by a boom in student
loans, a burden that seems to be weighing
on mortgage borrowing and credit card
use.
Underwater mortgages typically rise
when home prices fall. In a healthy
housing market, about 5 percent of
homeowners are underwater. The highest
concentrations of underwater borrowers
are in Nevada, Florida, Illinois, Rhode
Island, Michigan, Ohio, Connecticut and
Missouri, where bankers aggressively
marketed subprime and other risky loans
to borrowers during the housing boom.

When a mortgage is underwater, the homeowner often
can’t qualify for mortgage refinancing, nor can they sell
the property because they have to bring cash to the
closing table, leaving borrowers with little recourse but
to continue making payments in hopes the property
eventually regains its value.
“Without government intervention,” warns Peter Dreier, a
professor of politics at Occidental College, in Los Angeles,
Calif., writing in The New York Times, “many of them are at
risk of joining the almost 5 million households that have
already suffered through foreclosure since the housing
bubble burst in 2007.”
Continued Next Page
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“Places with so many underwater homes are toxic; they
depress the value of surrounding homes and undermine
local governments’ fiscal health,” argues professor Dreier.
“The blame for this tragedy lies mostly with banks’ risky,
reckless and sometimes illegal lending practices.”
Meanwhile, seriously underwater homeowners are more
than 2.5 times more likely to fall into foreclosure than the
overall population of homeowners with a mortgage, and
they are nearly 9 times more likely to fall into foreclosure
than homeowners who have at least 50 percent equity in
their homes, RealtyTrac data shows.
The government’s response to the negative equity
problem was to launch a voluntary refinancing program in
2009 known as the Home Affordable Refinance Program,
or HARP. But like HAMP, the HARP initiative — which helps
underwater borrowers modify their mortgage loans —
has fallen far short of expectations. Although HARP has
outperformed HAMP, only 3.1 million mortgage loans
have been refinanced in five years, according to HUD’s
monthly scorecard.
The underwater problem is so severe that some scholars
are calling for write downs. Economists Atif Mian and
Amir Sufi, professors at Princeton and the University of
Chicago respectively, writing in their new book, “House of

Debt: How They (and You) Caused the Great Recession,
and How We Can Prevent It from Happening Again,”
(University of Chicago Press, 2014), argue that principal
reduction would solve the underwater crisis.
Negative equity is the last domino to fall in the housing
crisis, and while there has been significant progress in
reducing this problem over the past year, it will continue
to linger for several more years. The longer it lingers,
the more risk it poses to the housing recovery. While
the underwater borrower tide has receded, millions of
underwater borrowers still pose a foreclosure risk. (See
chart: Underwater Homes Pose More Foreclosure Risk)
“Next year, there are millions of mortgages coming
due,” said Massi, the Nevada attorney. “They convert
to principal and interest — or are called. Another big
issue here in Nevada revolves around a recent Nevada
Supreme Court ruling concerning how homeowners’
associations can foreclose. That’s another big issue. I
don’t know what these lenders are going to do.”
Bad Paper: Uncle Sam Peddles Non-Performing Loans
Meanwhile, as 8.1 million borrowers worry whether they
will be the next casualty in the wake of the foreclosure
crisis, nearly 2 million delinquent borrowers remain
behind on their mortgage payments and are on their way
Continued Next Page
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to foreclosure unless they receive assistance.
Many of those troubled delinquent loans have Federal
Housing Administration-insured mortgages, but many of
the FHA’s loan servicers have not provided homeowners
with assistance. In response to the glut of non-performing
loans (NPL), the FHA began selling bundles of nonperforming mortgage loans at auction in 2010.
Since September 2010, when the federal government
got into the business of selling distressed bad paper in
bulk, FHA has sold nearly 108,942 non-performing loans
with a unpaid principal balance of $19 billion through
the Distressed Asset Stabilization Program, or DASP,
nearly all to Wall Street hedge funds and private equity
firms looking to profit from collecting monthly mortgage
payments or foreclosing the house and then selling or
renting it. In September 2012, FHA expanded its loan
auctioning pilot program, offering quarterly auctions of
pools of defaulted loans that had not yet gone through
foreclosure.
Since the inception in 2010, the program has netted
nearly $9 billion into the beleaguered coffers of the FHA,
which required a $1.7 billion taxpayer bailout last year.
According to a new Department of Housing and Urban
Development report on DASP, the program is achieving
its intended goal of minimizing losses to FHA’s Mutual
Insurance Fund while reducing taxpayer risk.

$16 billion to scoop up nearly 100,000 dicey loans. Other
NPL players include Oaktree Capital Management, a
Los Angeles-based investment fund, Selene Residential
Partners, a company owned by former Solomon bond
trader and father of the mortgage-backed bonds Lew
Ranieri, and the Royal Bank of Scotland (RBS), operating
as RBS Securities. (See chart: Top Loan Sale Purchasers)
Since 2010, FHA has conducted several note sales ranging
in size from $16 million to $163 million. Initially, winning
bidders paid 30 percent to 40 percent of the unpaid
principal balance (UPB). But the hedge funds and private
equity-backed investors have driven up the prices for
the HUD non-performing loans to 60 cents on the dollar
because their yields are twice that of the current 2.42
percent yield on a 10-year U.S. Treasury note.
HUD sells two NPL pool types: (1) standard national
pools, which account for 80 percent of the auctions,
with few restrictions on how the debt is resolved, and (2)
Neighborhood Stabilization Outcome pools, where FHA
targets communities hardest-hit by the foreclosure crisis
and requires winning bidders to offer loan modifications
and other foreclosure alternatives on at least half of the
loans.
But not everyone is a fan.
Community groups are protesting HUD’s non-performing
loan auctions. Critics claim these bulk sales are detrimental
to neighborhood stabilization such as homeownership
and affordable housing. Two community organizations
— the Center for Popular Democracy and the Right to
the City Alliance — issued a report, “Vulture Capital Hits

Government-sponsored enterprises Fannie Mae and
Freddie Mac, who have nearly 700,000 distressed loans
on their books, are following the FHA’s lead, launching
their own auction platforms. Together, the FHA and the
GSEs have nearly 1 million loans
that could be auctioned off.
Fannie Mae auctioned off its
first pool of NPLs in August of
this year, netting $659 million
in the troubled mortgage sale.
Banks are also sellers of nonTop Loan Sale Purchasers Buyer
performing loans.

Continued Next Page
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The leading buyers of these nonperforming loans — including
Bayview Asset Management, a
subsidiary of Blackstone Group,
and Dallas-based private equity
firm Lone Star Funds — have
won nearly 97 percent of the
NPL auctions, pouring nearly
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Total Loans Won

% of Total DASP Loans

Loan Star Funds

22,558

31%

Bayview Asset Management

12,996

19%

Selene Residential Partners

5,531

8%

RBS Securities

5,518

8%

PRMF Acquisition LLC

3,845

5%

SOURCE: “Quarterly Report on FHA Single Family Loan Sales”
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TOP 10 UNDERWATER METROS
U.S. Rank

MSA

% of Homes Underwater

1

East Stroudsburg, PA

47%

2

Pahrump, NV

44%

3

Arcadia, FL

41%

4

Stillwater, OK

38%

5

Fallon, NV

37%

6

Susanville, CA

36%

7

Clewiston, FL

35%

8

Ocala, FL

35%

9

Fernley, NV

34%

10

Las Vegas, NV

34%

SOURCE: RealtyTrac

Home: How HUD is helping Wall Street and Hurting Our
Communities,” which is critical of the Wall Street hedge
funds and institutional investors making money off these
obscure bonds.
The unsavory world of bad paper — where consumer
debt is bought and sold as a commodity — is a shadowy
business where everything isn’t what it seems. Many
mortgage borrowers with debt assume when they get a
call about unpaid mortgage debt — from Bank of America
or Chase — they are actually speaking with a bank official.
Not so. Frequently, creditors — banks, mortgage servicers
and the federal government — write off the debt as a loss
and sell it at fraction of its value to either collect monthly
payments or foreclose on the home and turn a tidy profit.
While bank repossessions have decreased since 2010,
sales of non-performing loans have skyrocketed in the
last four years.
From the FHA’s perspective, the NPL auctions are working.
“This program accomplishes two very important
objectives — it supports communities hardest hit by the
housing crisis and it saves considerable money for FHA’s
insurance fund,” said Carol Galante, the agency’s acting
commissioner.
On Sept. 30, HUD sold 15,200 single-family non7

performing loans with an unpaid principal balance of
$2.3 billion, according to DebtX, a Boston-based company
which is selling the portfolio along with Seba Professional
Services. The non-performing FHA-backed loan pool has
been divided into 10 pools ranging from $97 million to
$825 million with the properties dispersed nationwide.
“We’re seeing an unprecedented rise of the corporate
landlord, and HUD’s Distressed Asset Stabilization
Program is just facilitating the process,” said Rachel
LaForest, executive director of Right to the City Alliance.
“HUD should employ a credit system that favors nonprofit
bidders whose sole mission is community investment
and implement stronger requirements for bid winners
to preserve homeownership and give struggling families
affordable housing options.”
What’s Next? Borrowed Time
Five years after the worst housing crisis in our lifetime,
the residential real estate market is slowly recovering,
with home prices and sales rising, construction coming
back to life and foreclosure rates receding.
But American consumers are being crushed by debt.
Millions of Americans are living beyond their means.
It’s going to take a long time to work through all these
underwater borrowers and non-performing loans.
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MY TAKE By Rick Palacios, Jr.

Director of Research, John Burns Real Estate Consulting

Student Loans Will Cost the Housing Industry $83 Billion This Year
Back in September we published
a 30-page report for our clients
assessing the impact of student
loans on home buying for
households under the age of 40.
After months of research, we
concluded that 414,000 transactions
will be lost in 2014 due to student
debt, representing an 8 percent
haircut to sales volumes. At a typical price of $200,000, that is
$83 billion per year in lost transactions.

The analysis was quite complicated and involved a few
assumptions, but we believe it is conservative — primarily
because we looked only at those under the age of 40 with
student debt.
Total Housing Transaction Volume Forecast for 2014

• 29 million of the 86 million people aged 20 to 39 have
some student debt.
•Those 29 million individuals translate to 16.8 million
households.
• Of the 16.8 million households, 5.9 million (or 35
percent) pay more than $250 per month in student
loans, which inhibits at least $44,000 per year in
mortgage capability for each of them.
• About 8 percent of the 20 to 39 age cohort usually
buys a home each year, which would be 1.35 million
transactions per year.
• Using previous academic literature as a benchmark
for our own complicated calculations, we then
estimated that today’s purchase rate is reduced from
the normal 8 percent depending on the level of
student debt — ranging from 6.9 percent for those
paying less than $100 per month in student loans
to less than 1 percent for those paying over $1,300
per month. Other factors contribute to even less
entry-level buying today.
While we applaud increasing education, we need to realize
that it comes with a cost known as student debt. We raised
the red flag on student debt back in 2011 and continue to
believe that this debt will delay homeownership for many,
or at least require that they buy a less expensive home.

Source: John Burns Real Estate Consulting, LLC (Data: Sept. 2014)

At a high level, the math is as follows:
• Student debt has ballooned from $241 billion to 		
$1.1 trillion in just 11 years.

For perspective, student loan debt now exceeds $1.1
trillion and is greater than all credit card debt outstanding,
as well as all other types of household debt except for
mortgages! College graduates have debt averaging
roughly $25,000, with the proportion of 25-year olds with
student debt surging from just 25 percent in 2003 to 45
percent today. As shown below, our analysis concludes
that the number of households under 40-years old paying
$250 to $500 per month for their student loans has
ballooned from 1.7 million in 2005 to 3.8 million in 2014.
Moreover, the number of households under 40 years old
paying $500 to $750 per month for their student loans
has risen from 296,000 in 2005 to 1.5 million in 2014.
Continued Next Page
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Even more troubling is the rise in debts associated with
for-profit college and trade schools, whose revenues
come primarily from student debt available through
Federal government programs. To make matters worse,
delinquency rates on student loans have risen from 6.4
percent to 10.9 percent over the last decade. Given the

initiated a program to help those with student debt
reduce their payments down to 10 percent of their
income. However, with student loans at 10 percent of
income, how will these people be able to qualify for a
home?

All of this analysis contributes
to our belief that the lion’s
share of housing demand will
Number of Households Under 40 Years Old by Monthly Student Loan Payment
end up in the rental market,
at least in the near term.
While we are several years
into the housing recovery, to
date the for-sale market has
underperformed both industry
executives’ expectations as
well as our own. As shown
below, the percentage of
publicly traded apartment
REIT renters moving out to
purchase a home remains
below its historical average
and well below the housing
boom period of 2004/2005.
This is despite several years of
rent hikes and great housing
Source: John Burns Real Estate Consulting, LLC (Data: Sept. 2014)
affordability in terms of very
low interest rates. Note that
conservative state of underwriting today, any blemish on these apartment REITs are typically located in high-cost
one’s credit represents a significant headwind when it metropolitan areas where rents can range from just
comes to qualifying for a mortgage.
over $1,000 to as high as $4,000 or $5,000 in markets
like Manhattan and San Francisco.
Faced with mounting student loan debt, poor job
prospects and stagnant wages, an increasing amount of The motivation for renters to buy is obvious, as
25- to 34-year olds (a prized demographic for the housing affordability is phenomenal and apartment REITs continue
sector) have moved back in with their parents. Almost to push rent renewals as high as 10 to 15 percent in some
6 million 25- to 34-year olds now live with mom and markets. The real question is: How many renters qualify
dad, up 26 percent from when the recession started in for a mortgage?
2007. Today’s 32 percent homeownership rate for 25- to
29-year-olds is at its lowest level since the early 1990s, First-time home buyers (the bulk of which are under
as is the homeownership rate of 47 percent for 30- to 35 years of age) now account for roughly 30 percent
34-year-olds.
of resale home sales, down from as high as 50 percent
in 2009. With respect to the new home market, firstThe good news is that this pent-up demand will ultimately time buyers account for just 16 percent of sales, down
provide a much needed boost to the housing sector. The significantly from the normal share of 25 to 28 percent in
bad news is that the boost will be heavily skewed to the 2001 through 2007. While purchasing a home is simply
rental market, as it will take longer than ever for young out of the question for most young adults, many are still
people to qualify for a mortgage — especially if more capable of renting on their own, and millions of others
and more graduates are hit with credit blemishes from have reverted to shacking up with mom and dad.
unpaid student debt.
Dubbed the “Boomerang Generation” for their tendency
To help struggling graduates, the Obama Administration to leave the nest during good times and move right back
Continued Next Page
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Apartment Move-Outs to Purchase a Home (as Reported by REITs)

in during tough times, the Pew Research Center recently
found that 41 percent of adults ages 25 to 29 currently
live with or have moved back in with their parents
temporarily because of the economy. Seventeen percent
of 30- to 34-year olds also fall into this category. However,
the Pew Research Center’s sample size was just 800.

Generation
to
purchase
a home throughout their
lifetime. This, along with the
fact that inflation-adjusted
wages have actually declined
for
college
graduates
over the last decade, adds
further credence to our
growth outlook for renter
households.

As more consumer debt is
embraced,
debt-to-income
ratios get strained, student
loans are perhaps the most
glaring example of those
under 35 becoming burdened
by debt. At $1.1 trillion, total
outstanding student loans
equate to roughly 6 percent
of U.S. GDP. To put this in
perspective, U.S. student indebtedness now exceeds the
GDP for all but 15 of the 184 countries tracked by the IMF.

Our Consumer Insights survey of over 20,000
respondents provides more potent evidence of a multigenerational household boom. In fact, over 70 percent
of our survey respondents are considering the possibility
of accommodating extended family in their next home
purchase and 19 percent said that they certainly will.

Unfettered access to credit fuels the fire for irrational
price appreciation, a lesson we all recently learned with
the housing market collapse — and college degrees are
not immune to this basic rule of thumb. Clearly, tuition
costs are rising at a pace that is unsustainable for
students, which will have a generational impact on these
individuals’ propensity to own homes. While millennials
still aspire to own at some point in their life, their ability
to own is a completely different story.

Due to a combination of factors (e.g., lingering mortgage
distress, lackluster economic growth, and risk averse
lending), we expect the homeownership rate for 25- to 34year olds to continue falling through 2015. Subsequently,
we anticipate that over 8 million renter households will
have been added from 2010 to 2015, more than double
the amount of renters added from 2000 to 2010.

Rick Palacios, Jr. is the director of research at John Burns Real
Estate Consulting. With more than 10 years of experience in
residential real estate and economic research, Rick oversees
all research pertaining to the single-family for sale/rent,
multifamily and building product sectors.

In addition to the three aforementioned factors, we
believe there is a fundamental paradigm shift that is
contributing to the decline in homeownership for 25- to
34-year olds — namely the acceptance and abundance of
debt that will make them unable to qualify for a mortgage.
The piling on of debt and a significant increase in monthly
expenses in comparison to their parents (think iPhone,
premium cable, gym memberships, Starbucks, etc.), will
permanently make it more difficult for the Boomerang

Previously, Rick worked as an Equity Research Associate
(homebuilders) at Morgan Stanley in New York. In addition,
he spent several years as an Analyst at the Milken Institute,
an economic think tank located in Santa Monica, California.
Rick is regularly quoted in local news publications as well as
major outlets such as The Wall Street Journal, Bloomberg
Businessweek, CNBC, CNN, MSNBC and Professional Builder.
Rick earned a Master of Science (MS) in Real Estate Economics
and Finance from the London School of Economics and a
Bachelor of Arts (BA) from the University of California, Irvine.
In his free time Rick loves to travel.
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NEWS BRIEFS
Tight Credit to be Eased, Watt Says
Federal Housing Finance Agency director Melvin Watt said
in a speech that Fannie Mae, Freddie Mac and lenders had
reached an agreement in principle that could expand access
to mortgages for many American borrowers.
Watt said the agreement, which would be unveiled soon,
would help allay lenders’ fear of penalties that bankers
said discouraged them from lending to less-creditworthy
borrowers.
Watt called the pact “a significant step forward” that will
“facilitate market liquidity without compromising the safety
and soundness” of Fannie and Freddie.

The median age of first-time buyers was 31, unchanged from
the last two years, and the median income was $68,300,
compared to $67,400 in 2013. The typical first-time buyer
purchased a 1,570 square-foot home costing $169,000, while
the typical repeat buyer was 53 years old and earned $95,000.
The NAR annual survey also found that people are staying in
their homes longer than in the past. The amount of time a
typical homeowner stays in one house rose to 10 years in the
most recent survey, from six years in 2007.
SOURCE: National Association of Realtors

Redfin Acquires Walk Score

Fannie and Freddie buy loans from lenders, package them
into securities and guarantee to make investors whole if loans
default. When lenders sell loans to the companies, they make
promises that the loans meet the companies’ standards.

Online real estate brokerage Redfin has acquired Walk
Score, a 10-person Seattle company that ranks “walkability”
or the proximity of homes to restaurants, schools, public
transportation and other neighborhood amenities.

Watt also said Fannie and Freddie were close to beginning
new programs to guarantee loans with down payments of
as little as 3 percent, something the companies largely have
stopped doing.

This is the first acquisition for Seattle-based Redfin. Terms of
the deal were not disclosed.

“We have started to move mortgage finance back to a
responsible state of normalcy — one that encourages
responsible lending to creditworthy borrowers while
maintaining safety and soundness” of Fannie and Freddie,
said Watt in an Oct. 20, speech to the Mortgage Bankers
Association’s convention in Las Vegas, Nev.
SOURCE: Federal Housing Finance Agency

Share of First-Time Home Buyers Falls
Only 33 percent of the existing homes sold this year were
purchased by first-time buyers, down from 38 percent last
year to the lowest level since 1987, according to the National
Association of Realtors.
According to the NAR, the first-time buyer share of home
sales has typically hovered around 40 percent. NAR said
younger first-time buyers are facing high student loan debt,
rising rents and a weak job market, making it harder for
younger would-be buyers to save for a down payment and
qualify for a mortgage.
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Both companies are based in Seattle. Walk Score was founded
in 2007 by former Microsoft employees Mike Mathieu and
Matt Lerner.
The deal comes amid much high profile merges in the real
estate industry, especially online. In July, Zillow purchased
San Francisco-based Trulia in a $3.5 billion deal. In August,
Realogy Holdings Corp. paid $165 million for ZipRealty Inc.
And in September, News Corp. bought Move Inc. for $950
million.
The companies are fighting for a greater share of the
expected $27.3 billion in U.S. advertising spending by real
estate agents, mortgage lenders, home builders and rental
property managers in 2013, up from $24.3 billion, in 2012
according to the research firm Borrell Associates.
SOURCE: GeekWire

LEGAL BRIEFS
MERS Can Assign Mortgages in Delaware
In the Albertson v. BAC Home Loan Servicing, LP, borrowers
alleged that the assignment of their mortgage from the
Mortgage Electronic Registry System, or MERS, to Bank of
America (BAC) was invalid. The Delaware Supreme Court
issued a ruling that upheld the lower court’s ruling that BAC
had the authority to foreclose.
Additionally, the Court also found that MERS’ assignment of
the mortgage was valid and complied with Delaware state law.
The Delaware Supreme Court Justice Henry DuPont Ridgely
ruled that the plaintiffs’ claims “lacked merit.” The court
also found that assignment by MERS complied with the
requirements of Delaware law because it had one creditable
witness and was notarized.
SOURCE: HousingWire

Student Sues Trump in Federal Court
A federal judge certified a RICO class action lawsuit accusing
Donald J. Trump of misrepresenting Trump University “to
make tens of millions of dollars” but delivering “neither
Donald Trump nor a university.”
The ruling by Judge Gonzalo Curiel means that a California
businessman named Art Cohen can sue Donald Trump
on behalf of anybody that bought seminars from Trump
University after January 2007.
Plaintiff Cohen sued Donald Trump in October 2013, claiming
Trump “devised and executed a scheme to make tens of
millions of dollars” by misrepresenting that Trump University
was an actual university taught by a faculty of professors at
least partly selected by Trump himself.
Cohen attended a free seminar after receiving a “special
invitation” in the mail, then paid Trump University $1,495 to
attend a three-day real estate retreat, where he purchased a
“Gold Elite” program for nearly $35,000 more.
In October, Trump lost a court battle against New York
Attorney General Eric Schneiderman when a judge ruled that
Trump was personally liable for running the university without
a license. Schneiderman accused Trump of fraud, claiming he
had cheated students out of $40 million. New York Supreme

NOVEMBER 2014
Court Justice Cynthia Kern found that Trump and Michael
Saxton, who served as the school’s president, knew that the
university was being run without a license.
The case is Art Cohen v. Donald J. Trump.
SOURCE: Courthouse News

‘Disparate Impact’ Housing Discrimination
On Nov. 3, Judge Richard J. Leon of the U.S. District Court for
the District of Columbia issued a scathing opinion striking down
the Obama administration’s “disparate impact” regulations for
the Fair Housing Act, ruling that they are inconsistent with that
statute.
The ruling centers on an ongoing debate about the controversial
regulatory principle — known as disparate impact — which
uses statistical models to build discrimination cases, rather
than overt examples of unequal treatment. The Obama
administration has used the disparate impact theory in several
federal agencies, building alleged discrimination cases that have
led to sizable settlements running in the millions of dollars.
Picking apart the government’s defense in his 32-page ruling,
federal Judge Leon concluded that Congress intended for the
government to focus on intentional-discrimination cases. The
case is American Insurance Association v. U.S. Department of
Housing and Urban Development.
“This is yet another example of an administrative agency
trying desperately to write into law that which Congress never
intended to sanction,” wrote Leon, adding that the arguments
made by Obama administration attorneys were “nothing less
than an artful misinterpretation” of the law.
The law that Leon referred is the 1968 Fair Housing Act,
administered by the U.S. Department of Housing and
Urban Development (HUD). In February 2013, HUD built
discriminatory cases against mortgage lending institutions
using the disparate impact theory, garnering hundreds of
millions of dollars in settlements. In July 2013, Wells Fargo
paid a $175 million settlement after the Department of Justice
accused the bank of discriminating against thousands of black
and Hispanic borrowers. In 2011, Bank of America agreed to
pay $335 million to settle discrimination lending charges by
federal regulators. The U.S. Supreme Court is scheduled to
review this issue later this year.
SOURCE: Las Vegas Journal Review
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FINANCIAL BRIEFS
Economy: Fed Ends QE3

Homeownership: Falling

The Federal Reserve announced on Oct. 29 that it would
end its stimulus program commonly known as quantitative
easing, or QE, according to the International Business Times.
The Fed began its massive five-year, bond-buying program
in November 2008, and the effort entered its third phase in
September 2012, as Fed officials pumped a total $4.5 trillion
into the economy. The benchmark rate has been at virtually
zero since December 2008, as part of the Fed’s response to
the financial crisis. Mortgage interest rates are expected to
start heading higher in 2015.

The U.S. homeownership rate fell to the lowest level in 19
years as the market shifts to renting and fewer high-paying
jobs blocked some potential buyers. In the third quarter
of 2014, the share of Americans who own their own home
was 64.4 percent, down from 64.7 percent in the prior three
months, according to the Census Bureau. That’s the lowest
rate since 1995, and down from the peak of 69.2 percent
in June 2004 before millions of families lost their homes to
foreclosure during the Great Recession. Owner-occupied
homes in the U.S. fell from 74.9 million in the third quarter
of 2013 to 74.2 million in the same period this year. Rental
households grew, from 39.9 million to 41.1 million.

Debt: Student Loan Debt Rising
The anemic economy has left millions of younger home
buyers struggling to get ahead. Student loan debt, which hit
$1.4 trillion in the second quarter of 2014, is making it even
harder for many of them to purchase homes, cars and other
big-ticket items and acting as a drag on growth, according
to the Federal Reserve Bank in New York. Today, seven out of
10 college students graduate with loan debt. Recent college
graduates carry an average debt load of more than $30,000,
limiting their ability to qualify for mortgages even if they are
able to land a job. Student loan debt has quadrupled from
$240 billion in 2003.

Laundering: N.Y. Real Estate
The New York real-estate market is now the premier
destination for wealthy foreigners with rubles, yuan and
Euros to spend. The influx of global wealth is most visible on
the ultrahigh end, where a penthouse at One57, a luxuryskyscraper condo tower on West 57th Street, currently the
city’s most expensive new address, fetched more than $90
million, according to New York Magazine. The article, “Stash
Pads,” penned by Andrew Rice, chronicles the shadowy New
York condo market, which is funnelling billions in global cash
into the Manhattan real estate market.

DOWNLOAD REALTYTRAC’S FREE 2014 GUIDE TO SHORT SALES
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STATE SPOTLIGHT

Breaking Bad Housing Market a Boon for Connecticut Investors
By Daren Blomquist, Executive Editor

Call it the feel-good — and legal — version of “Breaking
Bad,” the hit TV series where a high school chemistry
teacher partners with a former student to start cooking
and selling methamphetamine to make more money.
Aside from the illicit drug making and dealing, Jason
Shea’s story sounds quite similar.
Three years ago Shea was teaching high school
economics and entrepreneurship. Now Shea is
applying the principles he taught in the classroom
to his real estate investing company Nutmeg State

Properties. The company name is a reference to
Connecticut, where Shea and his business partner,
Zach Smith, do their investing.
“I probably spent a couple of years preparing for it
before I got into it. And my partner has the experience
on the construction side,” Shea said. “We’ve been in
business for just over three years now, primarily
focused on rehabs, fix and flip. We’ve worked on eight
properties over the last three years.”
Shea and his partner focus on buying in Fairfield
Continued Next Page
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County, which sits just northeast of New York City, with
many of its cities situated along a train line carrying
well-heeled Wall Street workers willing to pay more
per square foot than in other parts of Connecticut.
“Mainly we’re focused on single family homes, and we
want three bedrooms and we want two bathrooms,
anything over 1,400 square feet. It’s a lot easier to sell
those,” said Shea, noting the business has also bought
in New Haven County, a little further up the train line
and home to Yale University. “(We are)
looking for properties that need work,
maybe pre-foreclosure, maybe REO.
The last couple were estate sales.”
Shea and Smith just finished up a massive
fix-and-flip project transforming a 1,700
square-foot ranch home in Norwalk
into a 4,000 square-foot colonial. Shea
said the property was purchased for
$385,000 and sold for $775,000, below
their target sale price of $850,000 but
still yielding a good return — even after
expenses.
“It was a major undertaking,” he said,
noting the business is entering a
new phase of partnering with private
money investors to grow its fix-and-flip
operation and also build a portfolio of
rental income properties. “We’ve had
pretty good success; we’ve just been
limited in the number of properties
we could do based on the amount of
funding. Now we’re going to go out there
and raise capital.”

selling, but “it was still a hard decision, because $5800
a month is really good.”
Shea said two-family properties are a popular, but
hard-to-find, item for investors because of the strong
rental market.
“Stamford is a great renters market, and if you have a
two-family in the Stamford or Norwalk area, it is very
good,” he said, adding in a later email that the business
had just purchased a two-family. “Work
begins soon!”
Stiff Competition for Rentals

Sergio Juvencio, a real estate broker with
RE/MAX Precision Realty in Hartford
County, identified strong returns on
investment properties as a the most
positive trend he sees in the Connecticut
housing market.

Jason Shea
Investor
Nutmeg State Properties
Orange, CT
We are moving into
more of a buy-and-hold
strategy. It’s just easier to
find those opportunities
than it is a traditional
flip.

Fewer Fix-and-Flip Opportunities

Shea said the discounted distressed properties ideal
for fix-and-flips are becoming fewer and farther
between, so he and Smith are planning to shift their
investing strategy with the market.
“We are moving into more of a buy-and-hold strategy.
It’s just easier to find those opportunities than it is
a traditional flip,” he said, noting that the business
partners even considered keeping the recent Norwalk
flip as a rental after receiving an offer to rent it for
$5,800 a month. They stuck to their original strategy of

“Being between New York and
Massachusetts where those markets
are rising, Connecticut still has great
prices for investment properties, where
rents are increasing,” said Juvencio, who
moved from Portugal to New England
11 years ago and also has done some
real estate investing himself.

David Fiske, a Realtor with Greater New
Haven Realty who works mostly in New
Haven and Fairfield counties, said the
strong rental market is resulting in stiff
competition for single family rentals, but
noted that good opportunity still exists
for investors in the multi-family housing space.
“They are out competing for those single family rental
units, and there just aren’t that many of them,” he
said of the investors he works with. Fiske said he also
invests in real estate and multi-family has proven to be
a good business for him.
First-Time Buyers Out in the Cold

But Fiske said the outlook is not so positive for the
first-time homebuyers he works with.
“There’s a big fall-off in first time homebuyers and young
Continued Next Page

15

NOVEMBER 2014
Buyers making the median income in Fairfield
County need to spend 33 percent of their
income to buy a median priced home in
the county as of September, according to a
RealtyTrac affordability analysis. That is above
the traditional 28 percent of income that
lenders typically allow to qualify borrowers
and the highest percentage of income needed
to buy among all eight Connecticut counties.

Sergio Juvencio
Broker
RE/MAX Precision Realty
Newington, CT

Being between New York and
Massachusetts where those
markets are rising, Connecticut
still has great prices for
investment properties, where
rents are increasing.

people buying,” he said. “Underwriting is becoming
tougher and tougher. No matter what people say
about trying to ease things, it isn’t happening. … Lots
of transactions fall through at the last minute because
of paperwork, a ‘t’ not crossed or an ‘i’ not dotted.
“It’s a concern,” Fiske continued. “You have young
people saddled with debt coming out of school, student
loans, and those things make financing very difficult.”
Fairfield County Least Affordable

Nevertheless, the percent of median income
needed to buy a Fairfield County home has
historically always been higher, at 43 percent
on average over the last 14 years, thanks to
its appeal for New York buyers, who often may have
higher incomes than local residents.

Snowy Buyer-Seller Standoff

Fiske pinpointed low inventory of homes for sale as
another challenge facing the Connecticut market, and
identified three reasons for that low inventory: sellers
digging in for the winter, underwater or low equity
homeowners not ready to sell, and a painstakingly
slow foreclosure process in Connecticut holding back
distressed inventory.

Buyers with the average student loan debt and car
payment who have a 3 percent
Continued Next Page
down payment — typical for
first-time homebuyers — need
to make a minimum income of
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“Right now this time of year there are bargain hunters
(who) are waiting for the snow to fall,” he said of the
coming winter’s impact on real estate. “There are also
a lot of people digging in their heels and waiting for
the spring and waiting for the market to pick up.”

“Obviously there are some people who are back to
square one or back to equity, but we still have a lot of
people who bought during the gold rush days who are
still underwater,” Fiske noted.

One in Five Underwater

Some of those underwater homeowners are
intentionally defaulting because they see no hope of
ever repaying the debt in the near term, according
to Amy Rio, owner/broker at Executive Real Estate in
Glastonbury, a central Connecticut town in Hartford
County.

More than 100,000 Connecticut homes were seriously
underwater — with a combined loan amount at least
25 percent higher than the property’s estimated
value — as of the end of the third quarter, according
to a RealtyTrac home equity analysis. Those 100,000
homes represented 21 percent of all Connecticut
homeowners with a mortgage, the sixth highest rate
of negative equity among all states.
Windham County posted the highest underwater
percentage of any Connecticut County, with 31 percent
of homeowners with a mortgage seriously underwater,
followed by New London County at 28 percent and
New Haven County at 27 percent. Fairfield County
home prices have bounced back more quickly, and
just 18 percent of its homeowners with a mortgage
were seriously underwater — although that was still
above the national average of 18 percent.

“On-Purpose” Foreclosures

“Those are on-purposes foreclosures. Those are
homeowners consciously making the decision to
default,” said Rio, who also operates an office in
Clinton, a coastal town in Middlesex County. “They’re
willing to take the two-year credit blemish” that comes
with a foreclosure on their credit history.
Rio said some of these owners are opting for short
sales, noting that some customers are $100,000 or
more underwater and would rather take a two-year hit
on their credit than wait the 20 years it could take to
regain their lost equity.
Continued Next Page
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“We have a short sale department and we probably
have 40 short sales pending right now,” she noted.
6-Year High in Foreclosure Auctions
Connecticut foreclosure activity has decreased on a
year-over-year basis in six of the last
seven months following a surge in
foreclosure activity from March 2013
to March 2014, according to RealtyTrac
data. The state’s foreclosure rate
ranked as high as fourth in the country
in July 2013, when overall foreclosure
activity hit a 54-month high.
The 2013 to 2014 surge in overall
foreclosure activity was caused
primarily by a spike in foreclosure
starts, the initial foreclosure complaint
filed in court. While those foreclosure
starts have been decreasing, the
state has continued to see a rise in
scheduled foreclosure auctions, the
second step in the foreclosure process.
There were 233 properties scheduled
for foreclosure auction statewide in
October, a 60 percent increase from
a year ago to the highest level since
November 2008 — a 71-month high.
October was the 20th consecutive
month with a year-over-year increase
in scheduled foreclosure auctions.

“We have seen an increase in investors,” he wrote. “Let
the foreclosures come; we are ready.”
Inventory Glut on High End

While distressed and other low-end
inventory may be in short supply,
inventory of homes priced above
$600,000 is starting to bloat, according to
Rio, the Glastonbury broker/owner.

Amy Rio
Owner/Broker
Executive Real Estate
Glastonbury, CT

Those are on-purposes
foreclosures. Those are
homeowners consciously
making the decision to
default. They’re willing to
take the two-year credit
blemish.

Fiske, the Realtor with Greater New
Haven Realty, said he’s been observing
the “beginnings of foreclosure activity
for two years. The problem is the delay between the
initiation and when something actually happens. … If I
see a house go into pre-foreclosure on RealtyTrac, the
timeline before anything happens, if it’s going to go
REO, the timeline has extended. You’re a long way for
those properties being on the market as REO.”
682 Days to Complete Foreclosure

Juvencio, the Hartford County broker, said soaking up
any additional foreclosure inventory should not be a
problem given the recent interest from investors.

Connecticut properties that reached the REO stage,
when the foreclosing lender actually repossesses the
home, in the third quarter took an average of 682 days
to complete that process, above the national average
of 615 days and the 11th longest foreclosure process
of any state.

“This
year
the
inventory
keeps
compounding and there is a glut of
inventory on the high end,” she said,
noting buyers now have the upper
hand in those higher ranges. “There are
some super, super bargains out there.
Especially at over a million dollars you
could get a steal.”
Rio said that buyers are starting to ask
for price reductions if properties are
not in pristine condition or have some
other factor they consider detrimental to
the resale value of the home, including
factors such as double-loaded streets
or above-ground power lines. “Now you
start to see buyers wanting the price
to move downward when you have an
issue.

“The perfect house will always sell, and
will sell well. But anything that is not perfect is having
a price deduction,” she added, noting flippers who
rehab well are in the best position to get full asking
price. “I see that houses that are outdated, their prices
are dropping, but a flipped house will sell for top dollar
and quickly.”
That’s what Gavin Reilly likes to hear. Reilly is CEO of
Tri State Fine Homes, a real estate investment firm
located in the Trump Building in lower Manhattan that
acquires, renovates and flips single family homes in
Connecticut, New York and New Jersey.
“When I buy a property, I can’t wait to unload it,” said
Continued Next Page
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wholesalers to identify the best deals
in Connecticut. The wholesalers work
on the ground, scouting out and
researching opportunities.

Reilly, who studied real estate at NYU
after a “20-year detour in IT” and has
been CEO of Tri State since May 2012.
“Connecticut is made up of only eight
counties, so the numbers are extremely
easy to work with.
“We focus on acquiring distressed single
family residences with after repair values
of between $200,000 and $500,000,”
he continued, detailing his company’s
approach to investing in Connecticut.
“We find that our margins in the under
$500,000 range tend to be much higher
and our days on market tend to be much
lower in this range. The faster we can turn
our inventory, the better our numbers
look at the end of the year.”

“They put together a package for me.
They have already calculated what the
fix-up costs are, and I have comps in
the area. So when I get that package
I can make a decision fairly quickly,”
said Reilly, who noted that one red
flag on properties is underground oil
tanks. “A lot of these older houses,
they have the underground oil tanks,
and once they start to leak they have
these EPA issues. …There are so
many opportunities out there, there
are so many properties to buy, I just
don’t want to get hung up on these
properties.”

Gavin Reilly
CEO
Tri State Fine Homes
New York, NY

Data-Driven Investing

We focus on acquiring
distressed single family
residences with an after
repair values of between
$200,000 and $500,000.

Reilly said Tri State Fine Homes can
afford to be highly selective about the
homes it flips because there are so
many opportunities that cross his desk.
He said he depends primarily on three

Reilly also devotes himself to a databased analysis of market trends so he
can anticipate what’s coming and shift
his business tactics accordingly.
Continued Next Page
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“Our firm is very data-driven and our analysts
couldn’t do what they do without our data feed from
RealtyTrac,” he said, noting that the recent uptick in
foreclosure activity represents an opportunity for him
and other investors. “In addition to sifting through
silos of data at our Wall Street office, we also put boots
on the ground to reaffirm what’s actually going on in
each of our markets.
“I personally spent three days last week brainstorming
with the top tier members of the Connecticut Real
Estate Investors Association, which is the largest REIA
in the North East,” he added. “All of the experienced
investors at our three-day summit agree. An incredible
buying opportunity is emerging with a new wave of
foreclosures on deck in the Connecticut market.”
Fully Renovated Foreclosures

Reilly said he’s noticed more competition from novice
investors in the single family distressed market many
who are not as disciplined about being data-driven

in making real estate investing decisions. While that
competition may not be welcome on the front end, it’s
resulting in a surprising trend that actually benefits Tri
State Fine Homes.
“A surprising by-product of not knowing your numbers
going into a rehab is that we’re coming across
foreclosed houses that are fully renovated,” he said,
referring to fix-and-flips other investors have walked
away from. “Of course they’re seeing how everyone is
getting rich on TV through Flip this House … they put
so much money into the house that they just can’t
recoup it … and the bank comes in and just forecloses.
“It’s unfortunate and surprising at the same time,” he
continued. “If you’re well capitalized, picking up these
fully renovated foreclosed homes is the easiest money
you’re going to make in this business.”
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BOOK REVIEW

The Upside of Downsizing: Living in ‘The Big Tiny’
By Octavio Nuiry, Managing Editor

Seventeen years ago, homeowner
Dee Williams was living the
American Dream. In 1997,
Williams bought a 1,500-squarefoot, three bedroom home in
suburban Portland, Ore. She had a
small $1,200 mortgage, which she
split with a few housemates.
Most of her free time was spent
painstakingly fixing up the 1927
Craftsman-style bungalow in the
Pacific Northwest.
Then tragedy struck.
At 40, she collapsed in a
grocery store and woke up in an ICU unit, nursing a near-fatal heart
attack. Williams was diagnosed with a heart condition known as
cardiomyopathy, a disease that could be fatal. Facing her mortality,
she began exploring ways to simplify her journey through life.
“I loved my house, but when I look back at it realistically, I was able
to enjoy it only a small part of the time,” writes Williams in her new
memoir “The Big Tiny: A Built-It-Myself Memoir” (Penguin Group,
2014). “Most of my time at home was focused on mowing the grass,
repairing the hot water heater, cleaning the gutters, and trying to keep
the garage from listing farther into the neighbor’s yard — that’s how I
spent most of my waking hours at home.”
The brush with death changed Dee Williams’ life.
Amazingly, sitting in a doctor’s office after her near-death experience,
while reading an article about tiny houses on wheels, she discovered a
tiny homebuilder named Jay Shafer. Intrigued by the concept, she flew
to Iowa City, Iowa, to meet Shafer — the tiny house pioneer. She left
Iowa with blueprints to build her tiny home.
Faced with her mortality, she sold everything — including her
Craftsman home. Then, she built a tiny home on a metal, two-wheeled
truck trailer and drove it from Portland, Ore., to Olympia, Wash., where
she hitched her new life in the backyard of two good friends, Annie
McManus and Hugh O’Neil.
In “The Big Tiny,” Williams describes what motivated her to sell her
three-bedroom home in Portland, Ore., and build an 84-square foot
house she built herself for $10,000 on a trailer with wheels, and motor
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her new life to Olympia, Wash. The tiny house features a single propane
burner for cooking. The home has no running water or shower, but
solar panels provide electricity for lighting. Williams keeps warm by
using a propane heater. Her bed is up in a sleeping loft.
“I’m happy roughly 85 percent of the time, roughly three hundred days
out of the year,” writes Williams in the first chapter of the book. “The
other days I wish I had running water or that the house was warmer; or
I might want a seventy-two inch plasma screen television and enough
space to invite all my friends over to watch the Oscars. I might want a
flushing toilet and an endless supply of cheap beer.”
Here’s the best part of Dee Williams’ tiny dwelling: “Now I live in my
little house, I work part-time and pay eighty dollars for utilities. There’s
no mortgage, no Saturday morning with a vacuum, mop, or dust cloth.
I have free time to notice the weather, so if my neighbor asks me how
it’s going, I can easily explain how the barometric pressure took a real
nosedive at four his morning, causing a lava flow of cooler air to pour
into my house through the open windows.”
The lessons Williams learned from her “aha” moment apply to all of us,
regardless of whether we decide to sell all our worldly possessions and
go “tiny.” Williams, who is now 51 year old, teaches readers the merits
of simple living.
“When I first moved into the backyard, I was reluctant to tell people
where I lived, not because I thought it was illegal or amoral, but
because I felt they’d read something into it — they’d think I was broken
and needed help, and was unable to live like a normal forty-yearold lady. I’ve met lots of people who have decided to do something
similar: downscale out of their big house into modest, almost tootight abodes, where windmilling unused stuff out the door is one of
the most cathartic things they’d ever done. Some have even built tiny
houses similar to mine, or they’ve modified RVs, buses, boats, and
New York City studios. And the end result, according to what they’ve
told me, is that living with less stuff offers a sense of happiness. I love
those stories. ”
Today, Williams works part time and spends her workdays teaching
others how to build their own tiny homes through her company,
Portland Alternative Dwellings.
Six years after the housing bust, many Americans spend between
a third and half of their income to keep a roof over their heads. To
escape the cycle of debt, some Americans are pursuing big dreams in
tiny spaces.
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TOP 20

Rank

Foreclosure rates in the
Nation’s 20 largest metros
in September 2014

Rank

Metro

Housing
Units Per
Foreclosure
Filing (Rate)

1

Miami, FL

401

2

Tampa, FL

432

3

Riverside, CA

4
5

State
U.S. Total

Default

Auction

REO

Total

1/every X HU
(rate)

35,537

48,399

%Δ from
Aug 14

%Δ from
Sep 13

22,930

106,866

1,232

-8.59

-18.57

24

Alabama

-

990

173

1,163

1,868

10.87

13.91

26

Alaska

61

65

37

163

1,874

-16.41

34.71

20

Arizona

-

1,211

531

1,742

1,631

-18.60

-30.32

45

Arkansas

12

California

28

Colorado

-

6

Connecticut

9

-

89

147

8,958

-13.02

-72.42

2,086

12,299

1,111

-7.55

-22.18

845

200

1,045

2,116

-29.30

8.07

969

209

430

1,608

924

6.56

-26.61

Delaware

158

159

70

387

1,049

-28.86

-13.62

District of Columbia

-

22

2

24

12,361

60.00

242.86

10,152

5,628

20,689

434

-7.92

-6.10

2,854

799

3,653

1,119

-47.93

-21.56
-18.06

5,015

4,909

58
5,198

1

Florida

13

Georgia

37

Hawaii

107

6

64

177

2,937

47.50

15

Idaho

218

261

66

545

1,223

28.54

97.46

4

Illinois

2,312

2,642

1,752

6,706

789

6.72

-33.01

-

7

Indiana

743

1,330

774

2,847

983

-9.10

-23.94

17

Iowa

316

310

316

942

1,420

-9.68

-23.41

592

40

Kansas

96

132

122

350

3,523

11.82

-33.46

Chicago, IL

609

35

Kentucky

51

481

154

686

2,810

-19.95

-33.46

34

Louisiana

277

146

307

730

2,691

-30.87

-45.97

Baltimore, MD

654

23

Maine

266

69

94

429

1,681

2.63

-13.68

3

Maryland

1,632

1,535

366

3,533

673

-20.96

-15.66

29

Massachusetts

614

400

149

1,163

2,411

13.24

-16.03

21

Michigan

-

1,886

886

2,772

1,635

-1.67

-38.19

31

Minnesota

-

688

249

937

2,506

-12.35

-35.65

41

Mississippi

-

289

17

306

4,164

39.09

273.17

43

Missouri

-

338

230

568

4,772

-28.37

-52.03

46

Montana

-

26

21

47

10,243

-45.35

51.61

44

Nebraska

139

2

5

146

5,460

-5.19

-7.59

5

Nevada

872

507

91

1,470

797

-34.29

-68.48
-46.85

6

Philadelphia, PA

660

7

Atlanta, GA

960

8

New York, NY

1,092

9

Los Angeles, CA

1,110

10

San Diego, CA

1,177

11

Washington, DC

1,296

32

New Hampshire

187

58

245

2,506

1.66

2

New Jersey

5,290

1,062

607

6,959

511

8.16

28.77

12

Seattle, WA

1,369

36

New Mexico

134

63

120

317

2,841

-33.82

-36.35

25

New York

3,606

489

240

4,335

1,869

16.94

8.97

13

Phoenix, AZ

1,420

11

North Carolina

2,452

996

446

3,894

1,111

-12.73

93.06

14

Detroit, MI

1,426

50

North Dakota

8

Ohio

30

15

Minneapolis, MN

1,717

16

St. Louis, MO

2,049

17

San Francisco, CA

2,073

18

Houston, TX

2,167

19

Dallas, TX

2,215

20

Boston, MA

2,871

-

-

-

0

0

0

0.00

-100.00

1,320

5,026

1,020

-17.66

-31.16

347

199

674

2,469

-44.53

-18.50

139

638

242

1,019

1,642

-14.44

51.86

957

1,960

1,016

3,933

1,415

6.30

-20.40

1,752

1,954

Oklahoma

128

22

Oregon

16

Pennsylvania

27

Rhode Island

-

155

72

227

2,038

0.44

-42.39

10

South Carolina

872

536

589

1,997

1,069

-11.17

-22.63
-34.78

47

South Dakota

-

21

9

30

12,126

-38.78

38

Tennessee

-

784

162

946

2,972

165.73*

-2.77

33

Texas

33

3,170

778

3,981

2,506

7.04

-20.19

19

Utah

242

245

153

640

1,531

-27.85

-44.59

48

Vermont

-

15

11

26

12,394

-13.33

100.00

851

197

1,048

3,212

-30.60

-56.13

1,297

454

1,997

1,444

16.51

-35.39

39

Virginia

-

18

Washington

246

49

West Virginia

-

23

47

70

12,603

18.64

-50.35

14

Wisconsin

931

760

480

2,171

1,207

2.12

-12.39

42

Wyoming

-

35

22

57

4,586

16.33

-29.63

Foreclosure News Report is a monthly publication
dedicated to helping foreclosure investors succeed by
providing them with timely and relevant information
about the foreclosure market.
EXECUTIVE EDITOR
Daren Blomquist
MANAGING EDITOR
Octavio Nuiry
WRITERS
Daren Blomquist, Octavio Nuiry, Peter Miller
ART DIRECTION
Eunice Seo
CONTACT US
Phone: 800.306.9886
LETTERS TO THE EDITOR
E-mail: editor@foreclosurenewsreport.com
Mail: Foreclosure News Report
1 Venture Plaza Suite 300
Irvine, CA 92691

