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BOOMERANG BUYERS: In 2008, the Flores family lost their home to foreclosure. This
year, the Flores — pictured above with their two daughters — bought a new home in
Southern California’s Riverside County.
The housing story of Joann and Oscar
Flores over the past 13 years is one
of a rollercoaster relationship with
homeownership — closely shadowing
the ups and downs of the U.S. real
estate market during the same time
period.
The Flores family first became
homeowners in 2002 with the arrival
of their first daughter, moved up into a
bigger house in 2004 with the arrival of
their second daughter but then lost that
home to foreclosure in 2008 after their
housing payment nearly doubled and
they had no equity to refinance into a
better loan.

In 2015 they became homeowners once
again after nearly seven years in renter
purgatory.
“The neighbors were horrible,” Joann
Flores said of the townhome the
family rented, opting for that instead
of renting a single family home so they
could save up to buy again. She said the
neighbors would complain when her
daughters played in the common area
of the community because they had no
yard to play in. “This was a sacrifice. This
was going to motivate us to get out.”
And get out they did, closing on a home
five miles from the home they lost to
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foreclosure and in the same school district. Their new
home has four bedrooms and three bathrooms — just
like the one they lost to foreclosure nearly seven years
ago — but the new one has a pool.
“If it doesn’t have a pool, don’t show it to me,” Joann
recalls telling her agent, Bob Irish, a broker with Lake
Hills Realty who also worked with the family back in 2008
to try to sell their former home via short sale to avoid
foreclosure.
No script for saving homes
That short sale attempt didn’t work out even though in
hindsight the bank would have been better off agreeing
to a short sale, according to Irish, who said an offer was
submitted for $420,000 that the bank refused in favor of
foreclosure — only to sell for a much lower price after
foreclosure. Public records from RealtyTrac show that
after obtaining the property through foreclosure on Oct.
17, 2008, the lender, “US BANK NA SERIES 2005-11,” sold
it to a third party on Aug. 14, 2009, for $215,000.
Joann Flores recalled at the time watching a speech by
President Obama in which he said banks should work
with homeowners to avoid foreclosure. After watching
the speech she called her bank asking what help it

could provide only to be met with an underwhelming
response.
“They told me, we have no script for this, we don’t what
to tell you,” she said, adding that even as the bank was
turning down short sale offers she was also getting
“harassing phone calls from the mortgage company,”
including one conversation in which she was told she
needed to learn to manage her money better.
“We ended up foreclosing on the home, which was just
devastating. … Everything that we put into the home we
were just walking away from it,” she said.
“At that time short sales were really tough,” said Irish,
who noted he went on to do as many as 60 to 70 short
sales in 2012 at the height of the short sale tsunami after
many banks finally bought into the philosophy of cutting
their losses upfront.
Converging waves of boomerang buyers
The short sellers Irish worked with in 2012 are
approaching the end of the three- to four-year penalty
period typically needed to repair credit and qualify to
buy again after a short sale even while many of those
who lost their homes in the first warning wave of the
Continued Next Page
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foreclosure crisis in 2007 — like the Flores family — are
at the end of the seven-year penalty period needed to
repair credit after a foreclosure.
“After seven years of short sales I only had a few that
were coming back, but in the last few months I’ve had
a lot of them calling back,” Irish said, noting that an FHA
program allowing some short sellers to buy again after
two years had limited success. “It wasn’t a great program;
it never helped any of my boomerang buyers. Now at
three or four years (for short sellers) and seven years for
the foreclosure you have more people that qualify.”
The Flores family is just part of the first wave of nearly 7.3
million potential boomerang buyers who lost their homes
to foreclosure or short sale between 2007 and 2014,
according to RealtyTrac data. That first wave consists of
about half a million homeowners who lost their homes in
2007, and is followed by much bigger waves of more than
1 million potential boomerang buyers who will move out
of the seven-year window in each of the next four years,
through 2019.
Even if just half of these potential boomerang buyers
follow in the Flores’ footsteps, they could have a significant
impact on the housing market over the next five years

given that an average of 4.9 million existing homes have
sold per year over the last three years, according to
the National Association of Realtors. An influx of half a
million to 650,000 boomerang buyers in each of the next
five years would represent 10 to 13 percent of sales in a
typical year.
Top markets for boomerang buyers
The two-county Inland Empire region of Southern California
where the Flores family bought in both 2004 and then
again in 2015 has 269,419 potential boomerang buyers
over the next seven years — the sixth highest number
of any metropolitan statistical area in the country. The
top five are Phoenix (348,329), Miami (322,141), Detroit
(304,501), Chicago (300,147), and Atlanta (280,019). The
Los Angeles metro area, comprised of Los Angeles and
Orange counties in Southern California, comes in at No. 7
with 264,562 potential boomerang buyers.
Boomerang bubble
But in Northern California real estate agent David
Dufresne, broker/owner at Solutions4realestate Inc.,
thinks some boomerang buyers — as well as other buyers
— are potentially making some of the same mistakes
made during the last housing bubble.
Continued Next Page
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“We’re seeing the 80 10 10s come back,” he
said, referring to multiple loans used to in
effect provide 100 percent financing. “I’m
not quite sure that people have learned
their lessons.”
Dufresne emphasized that the vast majority
of recent sales taking place in the Bay Area
are not at high risk for default because such
a high percentage are paid for with cash or
large down payments — which also makes
it difficult for many prospective boomerang
buyers to compete.
“The competitiveness of people coming in
with all cash and 50 percent down and all
that stuff … a lot of these people coming
in with low down payments, they’re not
getting their offer approved,” said Dufresne,
who added that despite this competitive
environment he has worked with some
successful boomerang buyer clients.

give these people loans if the Fannie
and Freddie automated system saw it as
foreclosure.”
Marron said that the technical problem
has been fixed, allowing short sellers to
buy again more quickly, although many
are ashamed to return to homeownership
because of what they’ve been through
and are hesitant to open themselves up
to the scrutiny involved in qualifying for
a loan again after a short sale.
David Dufresne
Broker/Owner
Solutions4realestate Inc.
San Ramon, California
We’re seeing the 80 10
10s come back. I’m not
quite sure that people
have learned their
lessons.

Show me the hardship
Dufresne said banks are looking carefully
at boomerang buyers to ascertain why they
resorted to a short sale or foreclosure in the
past — and taking that into account when they decide
whether or not to qualify the prospective buyers for a
new loan.

“The lenders want a reason for why it happened … They
can’t be they did a short sale because ‘it wasn’t good
for me,’” he said. “However, if you were laid off, you did
everything you could to keep your home … the lender will
be forgiving and you will be able to get a mortgage.”
Adding insult to injury for prospective boomerang buyers
is an incorrect coding of short sales on credit histories that
make them appear as full-fledged foreclosures, according
to mortgage broker Pam Marron, a loan originator with
Innovative Mortgage Services who successfully crusaded
to get that incorrect coding changed, even traveling
to Washington D.C. and meeting with legislators in her
efforts.
“The short sales being coded as foreclosure were
halting the majority of sales (by potential boomerang
buyers),” said Marron, who launched a website,
www.housingcrisisstories.com, to tell the stories of
homeowners impacted by the housing crisis. “I couldn’t

“Branding these people as strategic
defaulters has shamed these people
so much,” she said, adding that she is
working with five active boomerang
buyers now and has been contacted by
many others from across the country
thanks to her website.

“The loan originators have got to be
very detailed in showing an underwriter
where the economic event occurred that
these people had to short sale, and they
have to document all the remedies they
tried to avoid the short sale,” Marron
said, adding that for some potential boomerang buyers
dredging up this past painful experience is just too much.
“Some of them are electing, if it’s this hard again, I’m not
getting a loan,” she said.
Learned their lesson
Marron discounted the notion that the boomerang buyers
are in danger of repeating the mistakes they made during
the last housing market boom.
“What we’re seeing is that they’re not overbuying this
time,” she said. “You don’t have to worry about these
customers because they learned their lesson the first
time.”
That rings true for Joann Flores, who said that the family’s
first stint with homeownership taught them an important
rule to live by when it comes to buying and owning a
home.
“If we can’t afford it we don’t buy,” she said, pointing to
a refinance of the home they purchased in 2004 as the
key decision that broke that simple rule the last time
Continued Next Page
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around. “We refinanced, pulled money
out. We had an adjustable rate. I guess
we didn’t do too much homework on
adjustable rates. We didn’t know how
dangerous they were.”
Public records show the Flores
family purchased their 2015 home
for $400,000, not too far below the
purchase price of $403,000 that public
records show for the purchase of their
2004 home. But this time around the
Flores’ have more income — thanks in
part to a taco party business the couple
started up to earn extra income on the
weekends — and they have “skin in the
game” with 10 percent down on the
2015 purchase.
“We had to do conventional, no FHA,”
Joann said, noting she was nervous
they wouldn’t qualify given this new
property was itself a bank-owned
home, which can sometimes come
with an extra set of qualification
hurdles for buyers.

payments, but he believes some of
the low down payment programs still
available are the most at-risk.
“If there is ever another short sale
nightmare, it’s going to be FHA and VA
loans because those are 100 percent
financed,” he said.

Pam Marron
Loan Originator
Innovative Mortgage Services
Tampa Bay, Florida
What we’re seeing
is that they’re not
overbuying this time.
You don’t have to worry
about these customers
because they learned
their lesson the first
time.

“They had to jump through more
hoops to prove that they were serious this time,” said
Irish, their agent, noting Joann and Oscar had to show
the root cause of the 2007 default was that Oscar lost
his job in construction. “Years ago if you were breathing
you could get a loan. That’s not the case anymore …
If you’re going to make a lot more effort to make this
happen you’re going to be more careful and sure.”
Boomerang prices
But Dufresne in the Bay Area is not so confident in some
of the boomerang buyers he observes.

“They’re re-buying into a market where the home they’re
buying is more than what they would have originally
paid for it back in 2004. And it could be the exact same
home,” he said, providing an example of one home in
San Ramon, California, he listed and sold as a short
sale for $400,000 in 2010. It had previously sold in 2004
for $650,000, and now it’s listed again for more than
$700,000.
Dufresne does not see as much danger in the
conventional loan market given the higher down

Affordability a factor
Fellow Bay Area real estate expert Jesse
Fowler also identified competition from
cash buyers as one factor holding back
boomerang buyers in the Bay Area,
particularly San Francisco proper, but
the broker associate with Brown & Co.
Real Estate said the boomerang buyers
are having better success further out
from the city.
“I think they are coming back into the
market … outlying counties outside of
San Francisco, yes we’re seeing it,” said
Fowler. “The ones who are coming back
in are having trouble because it is so
competitive, all-cash buyers. It seems
to be pushing a lot of them out of San
Francisco city, county.”

That same trend may be emerging in Southern California
as well, if the Flores’ story is any indication. Joann Flores
noted the family originally wanted to buy in coastal
Orange County instead of inland Riverside County
because Orange County is closer to where she worked
and closer to family.
“Our intentions were to stay in Orange County. Our
family is here. Our kids are happy here. We found a
really good school,” she said, explaining that the size
of property they could afford in Orange County was
much smaller than what they could afford further out in
Riverside County.
The rent control factor
Back in the Bay Area, Fowler also noted another
hindrance to repeat homeownership from boomerang
buyers in the San Francisco market, where rent control
keeps rents from rising as fast as home prices.
“You’ve got a lot of the so-called boomerang buyers
who are afraid to move because they are protected as
Continued Next Page
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throws at people. “With that and my faith
I got through it.”

tenants,” he said. “They lost out once;
they’re scared. They are in rent control if
they’re in the city.”
Although Fowler acknowledged that rent
control “kind of saved our city” from the
worst of the housing bubble because there
was “so much inventory locked up under
rent control” that distressed properties
never really flooded the market, he finds
it ironic that the city has seemed more
focused on protecting tenants rather
than preventing foreclosures.
“They give you a class on how to avoid
eviction as a renter, but they don’t
give you anything on how to avoid
foreclosure,” he said.
Hungry for home
The devastation of losing a home to
foreclosure forced Joann Flores to seek
help in the form of counseling.
“After losing a home I think I went into
a depression,” she said, noting that the
counseling helped her better accept
unfortunate circumstances that life often

With her new perspective it wasn’t
long before Joann and her husband
started planning their path back to
homeownership.

Bob Irish
Broker
Lake Hills Realty
Riverside, California

These are people that
owned, made a mistake
and realized what they
lost and want to be back
where they were. I want
a house for my family,
that’s it.

“After we lost (the home) it was kind of
like a relief … But I think I got over that
really fast,” she said, noting that Oscar
also missed the flexibility he had as a
homeowner to fix and improve features
of the home — something he couldn’t
do as a renter. “Oscar kind of felt like his
hands were tied. … Always wanting to do
home improvement. Not being able to
paint the walls the color we wanted.”
So the family started the taco business
to increase their income and rented a
townhome instead of a single family
home to put more away in savings.
“We saved and saved, and I kept checking
in with Bob (Irish). ‘How many years?’”,
Joann said, adding once they were finally
able to get pre-approved for a loan they
Continued Next Page
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started looking for properties right
away. One home she saw online jumped
out at her as one she should check out.
Irish showed the family the home on a
Sunday, they made an offer on Monday
and ended up getting the home. It was
the only home they made an offer on.

and want to be back where they were. I
want a house for my family, that’s it,” said
Irish, noting that all the boomerang buyers
he has worked with have the common
denominator of having a family who
wants a place to call home — again. “And
hopefully the goal is, we’re not going to
repeat the same mistake, we’re going to be
more careful this time.”

“These are people that owned, made
a mistake and realized what they lost

Jesse Fowler
Broker
Brown & Company
San Francisco, California

You’ve got a lot of the
so-called boomerang
buyers who are afraid to
move because they are
protected as tenants.
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MY TAKE By Chris D. Clothier
Partner, Vice President of Sales and Marketing, Memphis Invest

Memphis Real Estate Market No Longer Singing the Blues
Positive things are happening
in Memphis. In the wake of
the recession and housing
bubble, plenty of people
found themselves in difficult,
sometimes
life-changing
situations. Homeowners found
themselves underwater and
in
foreclosure.
Neighbors
disappeared
one-by-one.
Real estate agents and builders left their professions
while families watched the value of their long-term
investment drop further and further.
We did mention positive things, right? Well, 2015 is
shaping up to be the year for the Memphis real estate
market. In 2014 things started to pick up, bringing
much-needed good news to the industry and setting
the groundwork for the best year in quite some time.
Companies like the one my family started here in
Memphis 11 years ago, Memphis Invest GP, have been
purchasing, renovating and managing properties for
investors from around the country and essentially
propping up the housing market in mid-sized cities
like Memphis. Jobs and positive economic news would
come back and we knew it was only a matter of time
before housing would follow.
Now, Memphis is preparing for a big 2015 and more
investors are taking note of the positive vibe flowing
through the river city.
Memphis real estate is picking up the pace
In 2015, the positive motion in the market has only
continued, leading to what David Goodwin Jr., president
of the West Tennessee Home Builders Association calls
“a breakout year.”
Data points to a renewed demand for new homes,
particularly in Memphis suburbs, where most new
home development takes place. Some professionals
feared that interest rates would rebound too quickly,
which could destabilize current growth. Still, most

believe that they’ll remain at record lows and, as a result,
encourage the recovery. Memphis Invest built 12 new
properties in 2014 and has plans to build an additional
15 in 2015. All of those properties are specifically for
real estate investors who are purchasing brand new
build-to-rent properties.
There is the chance that, as we saw previously in
Houston, a shortage of supply could artificially inflate
prices due to demand and subsequently out-price
many would-be homebuyers in the market. As it is,
however, the tight supply is currently a good thing,
bringing home prices back up from rock-bottom and
allowing homeowners to reclaim lost values. At the
same time, it allows investors to participate in the
new build market as well and provide high-quality
housing for families continuing to rebound from the
economic crisis, yet still unable to purchase a property
for themselves.
Memphis named prime spot for millennials
In addition to positive projections for the year after
a promising first quarter, Cushman & Wakefield’s
annual real estate report saw Memphis (along with
sister cities Nashville, Portland and Brooklyn) as one
of the most promising places for millennials to live,
citing an attractive “live/work/play” environment as a
contributing factor — making it an ideal place for real
estate investors.
The unique Memphis Blues flavor of the city combined
with an emerging high-tech industry and low cost of
living is bringing in new folks. The plans for Broad
Avenue and Overton Square only encourage young
people to come to Memphis, where dreams of starting
new businesses and finding success are very much
within reach. With one of the largest Bass Pro Shops
in the world coming to the Pyramid this year and
the possibility of IKEA as well as other world-famous
manufacturers, Memphis is stirring with promising
activity.
Memphis real estate will benefit as a result as demand
Continued Next Page
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for housing improves and sales go up. But remember
that many millennials, more so than the generations
before, have come to favor renting. While many will go
on to be homeowners themselves, they’re also likely
to be content to rent. Renting is no longer a status
relegated to those who can’t afford a home — it’s a
perfectly valid lifestyle choice, and one that many
people are making.
Premier Property Management Group of Memphis,
which primarily provides property and portfolio
management services for real estate investors
working with Memphis Invest, shows a fast-growing
portfolio. Premier began 2014 with 1,850 properties
under management and 16 months later that portfolio
has grown to over 2,300 properties. Passive real
estate investors, many located outside of Memphis,
own those properties and they are clearly choosing
Memphis based on demographics like millennial
growth.
Multifamily properties in Memphis are looking good
as well. Martin Edwards of Edwards Management
Inc. Realtors reported of Memphis, “Of the 17 new
complexes planned or underway in 2015 or 2016,
about half of them are downtown. Millennials are not
buying homes. They want availability, they want to
be where the action is, they want to be where other
millennials are and they want to move quickly.”
Job growth very strong
From February 2014 to February 2015, Memphis
added 23,000 jobs and the unemployment rate
continued to fall. Not since the jobs boom of the
mid 1990s has Memphis added 23,000 jobs in one
12-month period. The great news about those jobs
is that they did not come from big companies moving
in and adding thousands of jobs at a time. Did some
large companies move to Memphis? Absolutely. But,
the real growth came from small entrepreneurs and
mom-and-pop companies that either started or grew
over the past 12 months and they led the charge in
our growth. Memphis Invest alone spent over $16
million in the past 12 months with over 75 local, small
companies provided all types of services and products.

“We had lost so many jobs it was hard for us to bounce
back. But this time it looks like a bounce back.”
What does it mean for real estate investors?
It’s all good news for Memphis real estate investment.
The dwindling pool of foreclosed properties is no
reason for alarm and no reason to doubt whether or
not there’s a place for investors in Memphis. Memphis,
with the help of companies like ours, has begun to
market itself as a hotspot for young people and their
families, there’s no doubt that the rental market will
be hotter than ever. The Memphis MSA (Metropolitan
Statistical Area) continues to grow, add more jobseekers as well as more jobs and those economic
positives are fantastic drivers for the housing markets.
We expect to continue to see high demand for rentals
from not only the millennial crowd, but across all
demographics. That demand, much of which will be in
high-quality single-family housing, will only bolster the
price of rent, which is good news for investors looking
to get more out of their investment properties.
Overall, a reinvigorated real estate market thanks to
the influx of new people and surging economy means
that Memphis real estate is a prime place to invest.
During spring and summer, the busiest time of year
for real estate across the country, investors have a lot
to look forward to.

Chris Clothier is the vice president of sales and marketing and
a partner with Memphis Invest. He manages the development
and implementation of sales and marketing practices for
Memphis Invest. Chris is also an experienced writer and
speaker and handles the many speaking engagements for
the company at financial and real estate conferences around
the country. As one of the leading turnkey investment real
estate company in the U.S., Memphis Invest manages just
under 3,000 rental properties for 1,100 real estate investors
in Memphis, Dallas and Houston, Texas.

“We haven’t seen this kind of job growth in a long time,”
said University of Memphis economist John Gnuschke.
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NEWS BRIEFS
Crye-Leike Mulling Removal of Listings
Tennessee-based Crye-Leike Real Estate Services, one of
the largest real estate agencies in the South, is talking about
cutting its ties with Trulia and Zillow, two of the Internet’s
largest real estate syndication sites.
Harold Crye, co-founder and president of Crye-Leike
Real Estate Services, told Crye-Leike employees that
the Tennessee-based real estate company is pulling its
Memphis-area listings off Trulia.com and Zillow.com,
according to the Chattanooga Times Free Press.
Crye said allowing Trulia and Zillow to feature Crye-Leike
listings was “the cool thing to do” back when the sites first
began popping up just under a decade ago.
But now, he said “they’re just extorting money from us.”
He said Crye-Leike is dissatisfied with Trulia and Zillow’s
services, saying they frequently publish wrong and outdated
information. He also said the websites don’t necessarily
match the correct agents with their listings, sometimes
placing several agents — from competing agencies — on
one property.
SOURCE: Chattanooga Times Free Press

Gap Between Rents and Income Grows
According to the National Association of Realtors, the gap
between rental costs and household income is widening to
unsustainable levels across the country, and the situation
could worsen unless new home construction meaningfully
rises. As more renters face steeper costs, it may put them
even further away from home ownership, NAR claims.
Over the last five years, a typical rent rose 15 percent, while
the income of renters grew by only 11 percent, according
to NAR.
“The gap has worsened in many areas as rents continue
to climb and the accelerated pace of hiring has yet to give
workers a meaningful bump in pay,” says Lawrence Yun,
NAR’s chief economist. “With rents taking up a larger chunk
of household incomes, it’s difficult for first-time buyers —
especially in high-cost areas — to save for an adequate
down payment.”

10

The markets that have seen rents rise by the highest
amounts since 2009 are: New York, New York 50.7 percent;
Seattle, Washington 32.4 percent; San Jose, California 25.6
percent; Denver, Colorado 24.1 percent; and St. Louis,
Missouri 22.3 percent.
Yun estimates housing starts need to rise to 1.5 million,
which is the historical average. Housing starts have averaged
about 766,000 per year over the past seven years
SOURCE: National Association of Realtors

Deion Sanders Sued for $1 Million
A Realtor sued former National Football League hall-offamer and Dallas Cowboy Deion Sanders for allegedly
withholding a $1 million commission on the sale of the
sport star’s $15 million Texas mansion.
The 29,000-square-foot home in the northern Dallas suburb
of Prosper has 10-bedrooms and 10-bathrooms, plus an
indoor basketball court with two hoops, a media room, a
two-lane bowling alley, an arcade with wet bar, a barber
shop and indoor and outdoor pools with spas.
According to Courthouse News Service, Sanders promised
Realtor Lachandra Lewis a 5 percent commission on his
home sale. Lewis sued Sanders on March 10, in Collin
County Court, claiming the former two-sport athlete stiffed
her on a commission for Sanders’ Texas home.
Lewis claims Sanders gave her a one year exclusive right
to sell the house on March 18, 2013, with a 5 percent
commission if she did so. She claims she got a willing buyer
on April 4, 2013, who was willing to pay the list price, then
a second buyer, “ready, willing and even eager” to buy the
house for $21 million.
Lewis said that Sanders approved the sale to the second
buyer, for $17 million and they closed for that price on Aug.
26, 2014.
She demands $1,050,000 — 5 percent of the sale price.
SOURCE: Courthouse News Service
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LEGAL BRIEFS
How to Get a Free House

W.Va. Supreme Court Rules in Favor of MERS

What happens when a lender fails to complete foreclosure
until after the statute of limitations has expired?

On February 5, the Supreme Court of Appeals of West Virginia
held that the recording of trust deeds do not have to be
recorded at the office of the clerk of the county commission.

A borrower gets a free house.
The United States Bankruptcy Court for the District of New
Jersey held that lenders are time-barred under New Jersey
state law from enforcing either the note or the accelerated
mortgage, essentially entitling a defaulting borrower to a
“free house.”
“Nobody gets a free house,” Judge Michael B. Kaplan of the
United States Bankruptcy Court in Trenton, New Jersey, wrote
in an opinion late last year, reflecting what he characterized
as a longstanding “admonition” he and others made during
the foreclosure crisis.
But the state’s six-year statute of limitations had expired,
Judge Kaplan wrote in his opinion, “With a proper measure
of disquiet and chagrin, the court now must retreat from this
position.”
Debtor Gordon A. Washington purchased a three-family
home in Morris County, New Jersey, on February 27, 2007,
paying a $130,000 deposit and borrowing $520,000 on a
30-year mortgage, with the first payment due on April 1,
2007. Washington failed to make the July 1, 2007, mortgage
payment, and the loan went into default and remained in
default since that time. On December 14, 2007, the creditors
filed a foreclosure complaint in the Superior Court of New
Jersey.
On July 5, 2013, the Superior Court Clerk’s Office issued an
order dismissing the Creditors’ foreclosure complaint for lack
of prosecution, without prejudice. The foreclosure was not
re-filed, and on March 12, 2014, Washington filed a petition
for Chapter 7 bankruptcy.
The court noted that, even though the foreclosure complaint
was originally filed on December 14, 2007, it was dismissed
in 2013, was never reinstated, and neither the debtor nor the
creditors took any action under the mortgage instruments to
de-accelerate the maturity date. The court held that therefore
the creditors “are time-barred under New Jersey state law
from enforcing either the note or the accelerated mortgage.”

In State of W. Va. v. Warren McGraw, the Court disagreed with
Wyoming County’s claims that the recording of trust deed
assignments in county record books is required by state law,
“in order to clear title to properties in the Counties.” While the
County did not name MERSCORP Holdings, Inc. or Mortgage
Electronic Registrations Systems, Inc. (MERS) as a defendant
in the case, the allegations in the complaint were focused on
challenging the operations of MERS and the MERS® System.
In his opinion, West Virginia Supreme Court of Appeals
Justice Menis E. Ketchum II said that “recording statutes in
West Virginia do not require that the assignment of a trust
deed be recorded in the office of the clerk of the county
commission.”
SOURCE: W. Va. v. Warren McGraw

Ninth Circuit Upholds MERS’ Ruling
The Ninth Circuit Court of Appeals on March 13 upheld
a decision by a district court that dismissed a borrower’s
wrongful foreclosure claim against Mortgage Electronic
Registration System, or MERS.
In Tung Q Lam v. JPMorgan Chase Bank NA et al, the borrower
contended that MERS lacked authority to assign the deed of
trust because MERS lost its status as agent of the promissory
note holder when the note was assigned to subsequent
entities.
The Ninth Circuit ruled that MERS possessed the authority to
assign the deed of trust based on the fact that the borrower
agreed in the deed of trust that MERS had the right to
“exercise any or all of [the lender’s] interests.”
SOURCE: Tung Q Lam v. JPMorgan Chase Bank NA et al

SOURCE: Washington v. Specialized Loan Servicing LLC
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Housing: Vacation Home Sales Rise
Americans bought more than 1.1 million vacation homes last
year, according to a trade group survey — up 57 percent from
2013 and the most since the survey began in 2003. Second
home sales represented a record high 21 percent of all home
purchases in 2014, according to the National Association of
Realtors. Baby boomers boosted the sales, buying homes
they plan to retire to, said Lawrence Yun, chief economist at
NAR. The Realtor group said the typical vacation home buyer
in 2014 had a median household income of $94,380, up
from $85,600 in 2013. The median vacation home price fell
11.1 percent to $150,000. Yun attributed the trend in part to
higher sales of condos and townhomes versus single-family
homes. Sales of vacation homes are surging, especially in the
South, while vacation home sales fell throughout the more
expensive West and Northeast, the survey showed.

FICO: New Score for the Creditless
The Fair Isaac Corporation — better known to consumers
as FICO — is changing the way it determines a consumers
creditworthiness. The new change is purportedly intended
to help consumers on the low end of the credit spectrum,
according to The Wall Street Journal. The new approach aims
to make it easier for consumers who don’t currently have
scores to obtain a decent FICO score. FICO would provide
scores to nearly 15 million of the 53 million Americans who
currently don’t have FICO scores. The scores would continue
to rely on factors such as payment history, amounts owed,
length of credit history, new credit and types of credit used,
but would add new factors including consumers’ payment
history with their cable, cellphone, electric and gas bills, as
well as how often they change addresses and other data. The
revamped scoring approach would use data furnished by
the databases of telecommunications and utilities providers
maintained by Equifax and the National Consumer Telecom
& Utilities Exchange, while personal information would be
furnished by LexisNexis.

Study: Home Appreciation Slows
Home price appreciation slowed in two-thirds of major U.S.
metros, according to RealtyTrac. The report found that 60
metros saw annual appreciation decline out of 92 areas
analyzed with 500,000 or more people. The report also
found that the U.S. median home price in February increased
12
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14 percent from a year ago, but was flat from the previous
month to $183,000. Meanwhile, the median sales price of
distressed homes — those in the foreclosure process or
bank-owned — increased 13 percent from a year ago to
$127,000, 33 percent below the median sales price of nondistressed properties, $190,000.

S&P: Home Prices Rise in January
U.S. home prices increased 4.5 percent in the 12 months
ending in January, according to S&P/Case-Shiller index of
property values. That’s far slower than the 10.5 percent rate
posted in January 2014. “The combination of low interest
rates and strong consumer confidence based on solid job
growth, cheap oil and low inflation continue to support
further increases in home prices,” David M. Blitzer, chairman
of the S&P index committee, said in a statement. “Despite
price gains, the housing market faces some difficulties.
Home prices are rising roughly twice as fast as wages, putting
pressure on potential home buyers and heightening the risk
that any uptick in interest rates could be a major setback.”
Regionally, Denver and Miami saw the strongest 12-month
increases, as prices increased 8.4 percent and 8.3 percent,
respectively. Washington, D.C., saw home prices rise just
1.3 percent. Six cities reported declines, with San Francisco
leading the declining annual returns with a 7.9 percent
decrease.

Report: Owning Better Than Renting
In the majority of U.S. counties, buying a home is less
expensive than renting, according to a report by RealtyTrac. In
76 percent of U.S. counties, the monthly mortgage payment
is more affordable than the monthly rental payment
on a three-bedroom property, according to RealtyTrac’s
Residential Rental Property Analysis. The study looked at the
affordability of renting versus buying a three-bedroom home,
and based its findings on how much each option would
cost as a percentage of the median income of an area. The
report also ranked the markets with the best — and worst —
potential returns on residential rental properties from a real
estate investor perspective, along with the most affordable
— and least affordable — markets for renting from a renter
perspective. “From a purely affordability standpoint, renters
who have saved enough to make a 10 percent down payment
are better off buying in the majority of markets across the
country,” said Daren Blomquist, vice president at RealtyTrac.
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STATE SPOTLIGHT

Tight Tennessee Real Estate Market Heats Up
By Octavio Nuiry, Managing Editor

Tennessee is famous mainly for country music,
10-gallon hats, honky-tonks and the Grand Ole Opry.
Few people think of it as a manufacturing powerhouse
or a tech hub. But increasingly, the Volunteer State
is not only the second-largest car manufacturer in
America, thanks to its geographical location, but a
pioneer in superfast Internet broadband.
The twin growth in manufacturing and technology
has sparked a residential and commercial real estate
renaissance. Lured by no state income tax and one the
nation’s lowest corporate income tax in the country,
Tennessee is attracting company relocations and
silicon Valley-style entrepreneurs like never before.
It all started in 1983, when Japanese carmaker
Nissan opened a manufacturing plant in Smyrna,

Tennessee, just southeast of Nashville, employing
5,000 workers statewide. Then in 2011, German
automaker Volkswagen built a $1 billion state-ofthe-art assembly plant in Chattanooga, Tennessee,
churning out 150,000 Passat sedans annually, and
employing approximately 2,500 workers. And General
Motors’ Spring Hill, Tennessee, manufacturing facility
employs another 1,800 workers.
The automakers have attracted a constellation of
more than 1,000 automotive supply companies across
the state, employing more than 116,000 workers state
wide, or a quarter of the state’s workforce, according
to The Tennessean.
Nashville: it city
Nowhere is the nascent economic transformation
Continued Next Page

THREE FOR SALE
Nashville, Tennessee

WHAT: 4-bedroom home
HOW MUCH: $239,900

WHAT: 4-bedroom home
HOW MUCH: $599,000

WHAT: 2-bedroom condo
HOW MUCH: $625,000

This downtown Nashville home is close
to Percy Priest Lake, the airport and
restaurants. The 2,856 square foot
home has four bedrooms and 2.5 bathrooms. Agent: Bernice Burns, RE/MAX
Fine Properties (615) 585-9053, http://
www.homesbybernice.com/

This two-story custom brick home in
Hendersonville, Tennessee, is priced to
sell. Built in 1998, this spacious home
has four bedrooms, three bathrooms
and a huge great room. Bernice Burns,
RE/MAX Fine Properties (615) 585-9053,
http://www.homesbybernice.com/

With views of the Cumberland River and
the Nashville skyline, this 19th floor SoBro (south of Broadway) high-rise condominium has two bedooms and two bathrooms in the heart of downtown. Agent:
Bernice Burns, RE/MAX Fine Properties
(615) 585-9053, http://www.homesbybernice.com/
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more apparent than in Nashville,
Tennessee, where its economy is on
fire, sparked by a booming music scene,
world-class health care and affordable
housing.
Bernice Burns, a Realtor with RE/
MAX Fine Homes in Brentwood,
Tennessee, said Nashville’s midtown
and downtown core — neighborhoods
like West End, Green Hills, 12 South,
The Gulch, Germantown and East
Nashville — are booming as Music
City’s urban core is being re-urbanized
by new construction, tear downs and
redevelopment.
“Everything is hot right now,” said Burns,
a 12-year real estate veteran. “Cranes
are everywhere downtown. There’s a
shortage of inventory. Prices are rising.
And it’s crazy wonderful. It’s absolutely
crazy, but I love it.”

Leike Realtors in Columbia, Tennessee,
said his real estate team is facing
multiple offers because of the lack of
inventory.
“We are the it city in our country,” said
Dugger. “Regionally, inventory is so
tight we are in multiple offers on almost
every deal. It’s really crazy right now.
This month, our team has been is six
multiple offer situations.”
Bernice Burns
Realtor
RE/MAX Fine Homes
Brentwood, Tennessee

Everything is hot
right now. Cranes are
everywhere downtown.
There’s a shortage
of inventory. Prices
are rising. And it’s
crazy wonderful. It’s
absolutely crazy, but I
love it.

Burns said Nashville’s real estate market
is bustling with business, sparked
by a booming music scene, housing
affordability and an ever-growing inmigration from people leaving the dogeat-dog cities on both coasts. She said the massive
demand for housing is spurred in large part by
newcomers working in the music industry, publishing,
automotive and healthcare sectors.

Dugger said Nashville’s downtown
is awash with young new residents,
with luxury condominiums, hotels,
museums,
honky-tonks,
galleries,
restaurants and clubs open past
midnight during the week and on
weekends. He said youngsters flock
to Tennessee cities like Nashville,
Chattanooga and Memphis to study
and work in industries like technology,
healthcare and manufacturing.

Nashville, a city of about 634,000 in
eastern Tennessee, is growing faster
than any other city in Tennessee. From
2010 to 2013, the city’s population grew
5.1 percent, a higher rate than any other
Tennessee city, according to Census Bureau estimates.

Nashville is on the cusp of something new and exciting,
said Dugger. Music City is attracting fashion designers,
top chefs, and film makers. The city is experiencing
“Young professionals see that rents are rising so now a creative renaissance. GQ magazine proclaimed it
they understand
“Nowville.”
The
the
value
of
New
York
Times
Nashville by the Numbers
buying,”
said
crowed
that
$222,400
Median sales price in March 2015, up 14 percent from a Nashville
Burns.
“There’s
was
year ago
a lot of different
“it”
city.
And
industries already
with 1 million
2,837
Number of residential homes sold in March, up 12.6
here, but they
people expected
percent from February
are
expanding
to move to the
12,775
Inventory levels in March
or moving their
region in the next
headquarters to
20 years, Forbes
69
Average number of days a home was on the market
Nashville.”
ranked Nashville
as one of the 20
3.6
Monthly supply reflects a sellers market
Jimmy Dugger, a
fas tes t-growing
broker with Cryemetro areas in
SOURCE: Greater Nashville Association of Realtors
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the country.

South — in a neighborhood called
12South, just south of the downtown
and near Vanderbilt University —
teardowns are transforming the area.
And in the West Nashville neighborhood
known as The Nations, the community
is in the throes of gentrification.
Developers are taking advantage of
affordable properties and transforming
communities — and pricing long-time
residents out of the housing market.

Home sales up, supply down
But Music City homebuyers are
learning a painful lesson that investors
and brokers already know — the
sizzling real estate market is squeezing
out buyers because prices are rising
fast and inventory is low.
In March, a total of 2,837 properties
changed hands in the Nashville area,
up 14 percent from March 2014,
according to the Greater Nashville
Association of Realtors. The median
sales price of a home in the Nashville
metro rose 14 percent from a year
ago to $222,400. The average number
of days on the market for a singlefamily home was 69 days. With only
a 3.6-month supply of single-family
homes for sale in the Nashville metro,
it’s a seller market.

Jimmy Dugger
Broker
Crye-Leike Realtors
Columbia, Tennessee

We are the it city in our
country. Regionally,
inventory is so tight we
are in multiple offers on
almost every deal. It’s
really crazy right now.

Youngsters flock to southern cities like
Nashville, Chattanooga and Memphis
to study and work in fast-growing
industries like technology, healthcare
and
manufacturing.
Workers
in
Tennessee earn less than the average
American, but the cost of living is low,
said Drugger.

Chattanooga: ‘Gig City’
Nestled in the Appalachian foothills,
the housing boom largely bypassed
this midsized southern city that has
recently reinvented itself, with the twin
engines of high-speed Internet and auto
manufacturing supercharging Chattanooga’s bustling
economy.

Old vs. new Nashville
Increasingly, Nashvillians are struggling
with the concept of Old Nashville
versus New Nashville, as the rapid acceleration of
both commercial and residential developments are
changing the face of Music City. A long-simmering
debate about gentrification and the fast-changing But for Tennessee’s fourth-largest city, missing
contours of Music City is going on in this big small town. the housing bubble was a blessing: Not only did
Outside money, especially from the entertainment Chattanooga’s real estate market avoid the foreclosure
and healthcare industries, is rapidly changing this once crisis, but it allowed city officials to lure big business to
sleepy southern
the area.
Chattanooga by the Numbers
river town.
Tax
incentives
$135,000
Median sales prices, up 13.4 percent in March 2015, to
“In certain areas
were
used
to
$145,750
entice
dozens
of town buyers
718
Number of residential homes sold in March, up 12.2
of
companies,
are tearing down
percent from February
i n c l u d i n g
homes
and
4,139
Inventory levels shrank 25.8 percent in March to 4,165
Volkswagen,
putting up two
units
Amazon
and
townhouses,”
101
Average
number
of
days
a
home
was
on
the
market
Alstom, a turbine
said Dugger.
decreased 14.1 percent to 101 days
m a n u f a c t u r e r.
On
Nashville’s
Monthly supply was down 34.4 percent, with 5.9 months’ First, Volkswagen
5.9
— the German
12th
Avenue
worth of supply
automaker
—
SOURCE: Greater Chattanooga Association of Realtors
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revved up Chattanooga’s economy
when it built its first American
assembly plant in 2011, and the
economic impact was immediate. It
affected the property market, jobs
— even local charities.
According to Desiree Tombul, a
Realtor with Berkshire Hathaway
Homes
in
Signal
Mountain,
Tennessee, buyers are attracted to
Chattanooga because of the smalltown vibe, outdoor amenities and
housing affordability.
“For the size of Chattanooga we
have a lot to offer,” said Tombul.
“You can live on the river, a lake,
a farm or downtown. A lot of our
out-of-state buyers are attracted to
Tennessee because the state has no
income tax. I have a ton of buyers
from all over the country — from
California, Pennsylvania, Florida —
you name it. I also sell to a lot of
young people who move to Signal

THREE FOR SALE

Mountain because the school system is
really good.”
Tombul said young professionals and
retirees are drawn to the areas because
of the mild climate and close proximity
to major cities like Atlanta and Nashville.

Desiree Tombul
Broker
Berkshire Hathaway Homes
Signal Mountain, Tennessee
For the size of
Chattanooga we have a
lot to offer. You can live
on the river, a lake, a farm
or downtown. A lot of our
out-of-state buyers are
attracted to Tennessee
because the state has no
income tax.

Techies call Chattanooga “Gig City” for
its lightning-fast, fiber-optic Internet. In
2010, Chattanooga’s electric company,
EPB, laid over 6,000 miles of high-speed,
fiber-optic cable citywide, giving the
city the fastest Internet in the Western
Hemisphere. Chattanooga is one of a
few places on Earth with Internet as fast
as one-gigabit per second — about 200
times faster than the national average.
Tombul said the planned $600 million
expansion of the Volkswagen plant
in Smyrna, Tennessee — projected to
add more than 2,000 jobs — and the
continuing appeal of the Gig City’s
burgeoning downtown tech scene
should fuel further economic growth in

Chattanooga, Tennessee

Continued Next Page

WHAT: 3-bedroom home
HOW MUCH: $259,900

WHAT: 2-bedroom Townhouse
HOW MUCH: $399,900

WHAT: 4-bedroom house
HOW MUCH: $474,900

Located in the wealthy Chattanooga suburb of Ooltewah, Tennessee, this nearly
3,000 square foot home features three
bedrooms and three bathrooms. This
two-story brick home has an open floor
plan and a custom kitchen. Agent: Charlotte Mabry, Keller Williams Realty (423)
593-5588, http://www.charlottemabryteam.com/

This 3-level North Shore Chattanooga townhouse has two bedrooms and
three bathrooms. The 2,240 suare foot
townhome is locate near North Chattanooga restaurants and shops. Agent:
Desiree Tombul, Berkshire Hathaway
Homes, (423) 886-2192, http://www.desireetombul.com/

With approximately 3,000 square feet
of living space, this four bedroom, three
bathroom home sits on a one acre lot
in the Signal Mountain suburb of north
Chattanooga. Agent: Desiree Tombul,
Berkshire Hathaway Homes, (423) 8862192, http://www.desireetombul.com/

16

APRIL 2015
the region this year.
Chattanooga, a city of about 173,000
people in southeastern Tennessee,
was not hit hard by the recession.
And in recent years, Chattanooga’s
economy has been revolutionized in
large part by new large employers,
including Volkswagen’s auto plant
and Amazon’s distribution center.
From 2010 to 2013, Chattanooga’s
population grew by 2.7 percent, a
higher rate than most Tennessee
cities, according to the Census Bureau.
Downtown Chattanooga, including the
North Shore across the Walnut Street
Bridge, has experienced significant
growth recently, according to Keller
Williams Realtor Charlotte Mabry.
“North Shore is the it place,” said
Mabry, referring to the trendy north
side of the Tennessee River. “And young
people want to move to city center.
The most popular areas are north and
west of downtown. But much of our
sales are driven by the public school
system.”

development is sparked by young
professionals
and
entrepreneurs
who can afford the higher rents in
Chattanooga’s urban core.

Charlotte Mabry
Broker
Keller Williams
Chattanooga, Tenn.

North Shore is the ‘it’
place. And young people
want to move to city
center. The most popular
areas are north and west
of downtown.

Mabry said much of the growth in downtown

Over the last few years, Chattanooga
developers have built a host of new
apartment buildings or redeveloped
older
buildings
in
downtown
Chattanooga, adding much-needed
rental units to the city’s booming rental
market. “The 300,” a former assisted
living complex, was transformed into 112
studio and one-bedroom apartments
that rent for between $685 and $900
a month at Pine and Sixth streets
downtown. At the Walnut Commons,
a 100-unit apartment development
at Walnut Street and Aquarium Way
in downtown, one-and two-bedroom
apartments rent for between $750 and
$1,200 a month.
“There’s a lot of condo development
downtown,” said Mabry, whose team
sold 320 homes in 2014. “With the
upswing in the market, that’s the place
to be.”

Home sales up, inventory down
Home prices in Chattanooga are rising and thousands
Continued Next Page
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of more jobs are on their way to the
area courtesy of VW’s assembly line
expansion.
In March, sales of existing homes
increased 13.4 percent in Chattanooga,
with 718 residential homes sold,
according to the Greater Chattanooga
Association of Realtors. New home
listings in the Chattanooga region were
up 9.1 percent to 1,357 units. Inventory
levels shrank 25.8 percent to 4,165 units.
Prices were fairly stable. The median
sales price of a home in the Chattanooga
area climbed 13.4 percent in March,
to $145,750. Sellers are encouraged
because the months’ supply of inventory
was down 34.4 percent to 5.9 months’
worth of supply.
“The biggest challenge for us is the lack
of inventory,” said Mabry, who hosts a
weekly radio talk show on WGOW every
Saturday morning from 9 to 10.
Unemployment

in

Chattanooga

THREE FOR SALE

WHAT: 4-bedroom home
HOW MUCH: $18,750
Priced at $18,750, this Memphis investment property has four bedrooms
and two baths. The home also has a
wraparound porch. Agent: Jennifer
Carstensen, RE/MAX Real Estate Experts, (901) 201-0280, http://www.justlistedhousesinmemphis.com/

decreased to 6 percent in February,
compared to a 5 percent national
average, according to the latest data
from the Bureau of Labor Statistics.

Jennifer Carstensen
Broker
RE/MAX Real Estate Experts
Germantown, Tennessee

Inventory is the lowest
since 2008. The market
here has turned into
a sellers’ market. The
market has completely
reversed from a few years
ago.

Memphis
Jennifer Carstensen, a broker with
RE/MAX Real Estate Experts in
Germantown, Tennessee, a historic
district just east of downtown
Memphis, said 2015 could be a
break-out year for the Memphis-area
housing market.
Carstensen said that following
the housing crash and recession,
foreclosures piled up in Memphis
and hollowed out neighborhoods.
She said an improving local economy,
rising home prices, low interest rates
and declining foreclosure sales all
point to a healthier, more stable real
estate market.
“Inventory is the lowest since 2008,”
said Carstensen, who works largely in
Continued Next Page

Memphis, Tennessee

WHAT: 6-bedroom home
HOW MUCH: $535,000
Located in the unincorporated Memphis subdivision of Bazemore Valley,
this palacial brick, two-story home has
six bedrooms and six bathrooms. Agent:
Jennifer Carstensen, RE/MAX Real Estate
Experts, (901) 201-0280, http://www.justlistedhousesinmemphis.com/

WHAT: 6-bedroom home
HOW MUCH: $600,000
Situated on 4 acres east of Memphis in
the gated community of Regency Lake,
this 4,500 square foot brick home has
six bedrooms, five bathrooms, and all
the latest amenities, including a custom
kitchen, hardwood floors and a pool.
Agent: Jennifer Carstensen, RE/MAX Real
Estate Experts, (901) 201-0280, http://
www.justlistedhousesinmemphis.com/
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the east Memphis
of rentals in
Memphis by the Numbers
neighborhoods
Memphis, Dallas
of
Cordova,
and
Houston,
$114,000
Median sales price in March 2015, down 1.4 percent
Collierville
and
Texas
“We’re
from a year ago
Germantown. “The
managing
2,400
1,270
Number of residential homes sold in March, up 5.1
market here has
properties
in
percent from a year ago
turned into a sellers’
Shelby
County
5,847
Inventory levels decreased 1.7 percent in March
market.
Sellers
alone.
Last
in the $200,000
year, we spent
344
Average number of days a home was on the market
and below range
$16
million
are eager to sell,
renovating
6
Monthly supply was down 29.4 percent, with 6 months’
but
buyers
in
properties. We
worth of supply
the
$400,000
buy 30 to 40
and above can’t
properties
a
find
properties.
month.”
SOURCE: Memphis Area Association of Realtors
The
market
has
completely reversed from a few years ago. Now we Memphis has been attracting hordes of real estate
have fewer houses for sale and an excess of buyers.”
investors, Clothier said. Memphis, with a population of
650,000, is a sprawling city straddling the Mississippi
Home sales up, prices down, inventory tight
River that covers about the same amount of land as
In March, Memphis home sales increased 5.1 percent Dallas, yet has half the population. He said most of his
from a year ago, with 1,270 total sales recorded, buyers come from California, New York, New Jersey,
according to the Memphis Area Association of Pennsylvania and Texas.
Realtors. The median sale price of a Memphis single
family home was $114,000 in March, down 1.4 percent “We don’t buy in heavily distressed areas of Memphis
from a year ago. Inventory decreased 1.7 percent, with like Orange Mound,” said Clothier, referring to a
5,847 units listed for sale.
neighborhood southeast of downtown Memphis.
“There are large swaths of older, urban areas of
“During the downturn, a lot of hedge funds bought Memphis that we avoid. And there are parts of
rentals in Cordova,” said Carstensen, referring to the Whitehaven we don’t invest in.”
Shelby County neighborhood east of Memphis with a
high concentration of rentals. “Rent ratios are highest Memphis Invest is a family owned business that
there. You can buy a rental for $100,000 or less and employs 68 employees and was founded by Chris’
rent it for $400 a month.”
father Kent Clothier in 2004. It provides real estate
investment opportunities to real estate buyers in the
Investors are interested in neighborhoods like Memphis and Dallas markets.
Cordova because nearly half of the homes sold in
Shelby County were valued under $100,000, according “As foreclosures have slowed, we have started buying
the Memphis Realtor group.
at auction,” said Clothier, whose company also owns
a real estate brokerage and real estate development
Neighborhoods across Tennessee are being company. “We built 24 new houses this year. There is
transformed, as houses built for homeowners are great demand for it. We’re not as sexy as Nashville but
being turned into rental properties, according to there’s tremendous demand for housing here.”
Memphis, Tennessee, real estate investor Chris
Clothier, a partner at Memphis Invest, which buys, In 2015, Tennessee sits as a state transformed. The
renovates and sells homes to investors, then manages residential real estate market is heating up as job
the properties for them.
growth and tight inventory is spurring demand for
housing.
“We are the top private home buyer in Tennessee,”
said Clothier, whose company manages thousands
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BOOK REVIEW

What Caused the Housing Crisis? It’s ‘Hidden in Plain Sight’
By Octavio Nuiry, Managing Editor

What caused the 2008 housing
crisis and the subsequent
financial collapse?
Conventional wisdom claims
that Wall Street greed and
lax federal regulation of the
financial system triggered the
collapse.
But according to Peter J.
Wallison, author of the new
book “Hidden in Plain Sight:
What Really Caused the World’s
Worst Financial Crisis and Why
Hidden in Plain Sight It Could Happen Again,” it was
By Peter J. Wallison
government housing policy
(Encounter, 411 pages, $27.99) — not Wall Street greed and
deregulation — that fueled the
subprime housing bubble that then torpedoed the financial
system.
Wallison contends that the federal government’s housing policy
— implemented principally by Fannie Mae and Freddie Mac —
forced the adoption of “affordable housing” goals which reduced
mortgage underwriting standards. By setting affordable housing
quotas for low income and minority borrowers, the federal
government encouaged a flood of toxic subprime loans from
1997 to 2007, which spread to the wider market and inflated a
massive housing bubble.
According to Wallison, Fannie Mae and Freddie Mac were more
than housing assistance agencies; they became the biggest
players in the mortgage business, and everyone in the banking
industry realized they could make money by underwriting risky
loans and passing off those risky loans to Uncle Sam.
At first, argues Wallison, the Fannie and Freddie mortgage
quotas were made to 30 percent of borrowers. But gradually,
the Department of Housing and Urban Development, or HUD,
was given the authority by Congress to substantially raise the
quota. By 2008, roughly 58 percent of all U.S. mortgages were
subprime or otherwise low quality loans, Wallison claims.

“Because of the gradual deterioration in loan quality after
1992, by 2008 half of all mortgages in the United States — 31
million — were subprime or Alt-A,” writes Wallison, referring
to toxic loans, especially those loans issued and insured by the
FHA, HUD and the government sponsored enterprises (GSEs) —
Freddie Mac and Fannie Mae. “Of these 31 million, 76 percent
were on the books of government agencies or institutions like
the GSEs that were controlled by government policies. This
shows incontrovertibly where the demand for these mortgages
originated.”
Eventually, in order to meet this quota, argues Wallison, Fannie
and Freddie had to reduce their underwriting standards
because it was not possible to find enough prime mortgages to
fund borrowers below the median income. By 1995, Fannie and
Freddie were accepting loans with 3 percent down payments,
and by 2000 they were accepting loans with no down payments
at all. These lending “innovations” led to the housing collapse,
he claims.
Because Fannie and Freddie were the dominant players in
mortgage finance, those reduced standards spread to the
general market, he argues.
When the crisis hit, and home prices plunged and defaults
soared, Fannie and Freddie and other federal agencies were on
the hook for many of the bad loans — not Wall Street banks.
Ultimately, the federal government place Fannie and Freddie t
under consrevatorship in September 2008, costing American
taxpayers $187 billion in losses.
In “Hidden in Plain Sight,” Wallison explains why key facts about
the financial meltdown were never divulged to the American
public and how these facts will reshape the thinking of the Great
Recession.
Additionally, Wallison argues that Dodd-Frank has only slowed
the real estate recovery. He claims that it was the government
that created demand for these mortgages. Wallison worries that
if we don’t understand what created the financial crisis, we will
stumble into to another one.
Continued Next Page
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economic crisis, the principle of government
meddling in housing persists, he writes.

Amid a myriad of books about the housing
collapse and the subsequent financial crisis,
Wallison, a senior fellow at the American
Enterprise Institute, sets out to tell the story
from the free market point of view. Although
he does not always succeed in delivering that
viewpoint, the book stands as one of the
best descriptions to date of what happened
in 2008 and why.
In “Hidden in Plain Sight,” Wallison expands
on his thesis when he wrote a 98-page
dissenting view (with Arthur F. Burns)
from the majority report of the Financial
Crisis Inquiry Commission in 2011. In
his dissenting view, he postulated the
theory presented in “Hidden in Plain Sight.”
A minority report, from three dissenting
Republicans — including Keith Hennessey,
Douglas Holtz-Eakin and Bill Thomas —
argued that the crisis was the product of 10
factors, including excess liquidity, ineffective
regulation, lax securitization standards and
too little capital reserves.

Peter J. Wallison
Author
“Hidden In Plain Sight”

In public policy, as in
medicine, a prescription
is only as good as the
diagnosis. The first question
policy makers should
have asked is how the U.S.
mortgage market came to
be dominated by loans that
failed in such unprecedented
numbers as soon as housing
prices stopped rising.

Sadly, even six years after the Great Recession,
the country haven’t learned the lessons of the
last housing crisis, warns Wallison. In chapter
14 — titled “The False Narrative and the
Future,” — he writes that the “false narrative,
by ignoring the real causes of the crisis,
opened the way for government policies that
will again result in looser underwriting standards and another
mortgage-based breakdown of the financial system.”

“In public policy, as in medicine, a prescription is
only as good as the diagnosis,” writes Wallison,
a former general counsel to the U.S. Treasury
Department and later White House Counsel to
President Ronald Reagan. “The first question
policy makers should have asked is how the U.S.
mortgage market came to be dominated by loans
that failed in such unprecedented numbers as
soon as housing prices stopped rising. Instead,
the federal government and those that have an
ideological stake in denying its role in the crisis
asked no questions; despite the insolvency of
both Fannie and Freddie, the government-backed
firms that dominated the mortgage market,
they simply asserted that the private sector, and
particularly “Wall Street,” was responsible.
Even today, the current administration is again
trying to relax underwriting standards in order to
sell more homes.
In the closing chapter, Wallison quotes Spanish
philosopher George Santayana, who is often
attributed to this aphorism: “Those who can’t
remember the past are condemned to repeat it.”

Wallison ends the book with his own adage: “If
we have failed to correctly assess what caused
the financial crisis, we will stumble blindly into
another one in the future. And that, indeed, seems to be where
we are headed.”

Even today, as the economy struggles to get out of the gigantic
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State-by-State Foreclosure Activity Summary

TOP 20

State
Rank

Foreclosure rates in the
Nation’s 20 largest metros
in March 2015

Rank
1
2

Metro
Chicago, IL
Miami, FL

Housing
Units Per
Foreclosure
Filing (Rate)
366
390

State

Default

Auction

REO

Total

1/every X HU
(rate)

%Δ from
Feb 2015

%Δ from
March 2014

U.S. Total

35,148

50,760

36,152

122,060

1,082

19.74

3.89
-13.69

29

Alabama

0

882

341

1,223

1,781

-27.29

30

Alaska

81

36

52

169

1,815

18.18

28.03

43

Arizona

0

414

476

890

3,213

-44.75

-59.89

38

Arkansas

0

257

273

530

2,492

40.21

57.74

11

California

5,456

4,537

2,443

12,436

1,104

7.78

-14.14

21

Colorado

0

1,094

372

1,466

1,516

26.93

7.16

31

Connecticut

306

182

315

803

1,852

16.55

-57.63

6

Delaware

218

143

129

490

832

15.02

-1.01

District of Columbia

2

5

11

18

16,574

-59.09

80.00
-8.46

1

Florida

4,280

8,709

7,202

20,191

446

27.85

10

Georgia

0

2,487

1,287

3,774

1,085

30.36

-1.38

37

Hawaii

84

17

123

224

2,331

14.87

-20.28

35

Idaho

106

170

54

330

2,031

-56.81

-9.34

2

Illinois

2,696

4,540

4,433

11,669

453

99.81

50.39

9

Indiana

1,234

1,028

627

2,889

970

-10.17

-32.23

Iowa

302

222

366

890

1,507

11.11

-22.81

40

Kansas

86

239

121

446

2,770

-37.80

1.13

3

Tampa, FL

416

20

4

Baltimore, MD

586

41

Kentucky

61

415

147

623

3,098

-26.27

-37.76

32

Louisiana

243

538

258

1,039

1,900

2.57

-16.07

33

Maine

222

63

79

364

1,983

32.36

-35.92

4

Maryland

2,143

1,346

976

4,465

535

5.53

-1.09

Massachusetts

745

208

174

1,127

2,492

-11.61

21.05
29.90

5

Riverside, CA

654

6

Philadelphia, PA

682

39
15

Michigan

0

2,103

1,594

3,697

1,225

15.24

7

Atlanta, GA

877

26

Minnesota

0

948

424

1,372

1,716

74.78

10.29

45

Mississippi

0

113

65

178

7,177

-24.89

122.50

8

St. Louis, MO

887

9

New York, NY

923

10

Washington, DC

928

11

Detroit, MI

1,011

12

Los Angeles, CA

1,179

13

San Diego, CA

1,192

14

Minneapolis, MN

15

Seattle, WA

16

Dallas, TX

1,213

2,231

1,216

110.87

39.00

8

28

36

13,425

-20.00

-44.62

44

Nebraska

101

12

35

148

5,407

-16.38

-30.52

5

Nevada

982

670

359

2,011

586

-2.80

20.42

36

New Hampshire

0

206

87

293

2,100

100.68

-2.01

3

New Jersey

4,260

1,942

808

7,010

508

76.04

106.42

23

New Mexico

320

121

117

558

1,617

31.60

3.33

22

New York

3,582

644

987

5,213

1,556

16.44

41.62

12

North Carolina

1,528

1,185

1,133

3,846

1,131

-3.80

89.74

50

North Dakota

0

7

3

10

32,471

100.00

233.33

Ohio

1,656

1,820

1,889

5,365

955

4.72

-30.60

313

422

296

1,031

1,620

36.74

28.23

1,387

16

Oregon

207

624

469

1,300

1,290

-11.32

85.71

14

Pennsylvania

1,556

1,762

1,255

4,573

1,217

12.44

-8.56

1,400

34

Rhode Island

0

143

87

230

2,011

78.29

-33.91

7

South Carolina

1,425

673

399

2,497

858

31.49

-7.11

1,460

47

South Dakota

0

28

17

45

8,127

-2.17

-50.55

18

Tennessee

0

1,183

957

2,140

1,319

32.75

168.17

28

Texas

2

3,975

1,745

5,722

1,760

19.88

33.50

17

Utah

240

366

146

752

1,315

18.43

-11.22

46

Vermont

0

9

35

44

7,339

29.41

131.58

27

Virginia

0

1,369

555

1,924

1,757

50.31

20.17

19

Washington

96

1,299

618

2,013

1,440

-1.37

7.70

48

West Virginia

0

26

40

66

13,348

-43.59

20.00

25

Wisconsin

615

491

511

1,617

1,624

-6.21

-24.33

42

Wyoming

0

61

21

82

3,208

-18.81

-7.87

18

San Francisco, CA

1,869

Boston, MA

1,018

Oklahoma

1,567

20

0
0

8

Houston, TX

Phoenix, AZ

Missouri
Montana

24

17

19

13
49

3,000
3,074
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