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SPECIAL REPORT Issue H: America's Monay Crisis Colwmn Aschive

Flood of foreclosures: It's worse than
you think

Banks are moving siowly to list reposaessed homes for sale, which could mean
that housing Inventory is even more bloated than current statistica Indicate.

By Las Christhe, CNNMoney.com staff writer EMAIL | PRIN'I'l SHARE | RSS
Last Updated: Januery 23, 2609 4:40 PM ET
shape than we think.

Stocks bounce back

There Is probably even more excess housing inventory

Existing home salas in surprise
gumming up the market than current statistics Indicate, jump

thanks to a wave of foreclesures that has yel to hit the Bond prices dip

market Caterpilar to cut 20,000 workers
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The problem: Many foreclosed homes and other distressad
properties that are now owned by banks have yet to be
listed for sala. The volume of this so-called ‘ghost inventory
could be substantiat enough to depress already steeply
faliing prices when it does go on the market.

" Housing weakness
continues =

"That's not good news," said Pat Newport, an analyst with
IHS Global Insight. "[Excass] Inventory ia the biggest
problem in housing these days, and it }eads to lower
housing prices, which isads to more foreclosures.”

RealtyTrac, the online marketer of foreclosed properties,

recently discovered that it hae far more foreclosed More Videas

properties [isted in its databage, which the company

compilas using courthcuse records, than there are listed kn Quick Vots

the multiple listing servicas (MLS) malntained by real estate Do you expect to changa jobs soon?
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RealtyTrac looked at listings In four states, California, () No, fingace crossed, Fm happy where |
um.

Maryland, Florida end Wisconsin, and found that they
contalned only e third of the foreciosures it has in its
databass.
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Tha scope of the preblam Isn't dear, but it could be huge
cansldering that RealtyTrac has a total of 1.5 million bank-
owned propeitias on iis site.

"Marry properties that should ba llsted on tha MLS are not fisted on the MLS," sald Lawrenca Yun,
chief economist for the Natlonal Assoclation of Realiors (NAR),

Underestimating Inventory ]

The National Association of Reattors calculates officlal housing inventory statistics using data from
the multiple listing services. By that measure, there were 4.2 million existing homes for sale in
Novembar, an 11.2-month supply at the curent sales paca, up from a 10.3-month supply fn
Oclober.

http://money.cnn.com/2009/01/21/real_estate/ghost_inventory/index.htm?cnn=yes
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But now it seems quite possible that these figures, which are
already at record highs, are underestimating the situation.
And H that's the case, It could take much tonger for the
housing market recovery than analysts currently expect.
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Until supply can be brought down to a more normalized level
of six to seven months, home prices will continue to come
under pressure, according t¢ Yun.
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"Either lenders are overwhelmed and can't get these
properties back on sale quickly” sald RealtyTrac spokesman
Rick Sharga, "or they're deliberately slowing down."

Why there's a delay

The chief problem is probably system overload: Lenders are

just not prepared to handle the sheer numbers of

fareclosures that they have on their books. Banks took back

about 860,000 in 2008 - more than twice the number In 2007

- according to RealtyTrac. Before the housing crisis hit, It

took only about a month to get a bank-owned foreclosure on the market.

Lenders still insist they try to act as swiftly as possible. According to Tom Kelly, a spokesman for
Chase (JPM, Fortune 500) Mortgage, their goal is to cut their [osses on these homes, which are
expensive to maintain, as fast as possible,

But banks might hold back listings In areas where they already have lots of homes for sale in order
to avoid flooding the market, according to Michael Youngblood, a financlat analyst and founder of
Five Bridges Capital, an asset management company.

“Itlenders have a significant number of properties in a limited area, they may want to stagger
putiing them back on the market," he said.

Eve Alexander, a real estate broker with Buyers Broker of Florida in Orlando, attributes the delays
to the general malaise that's overtaken the lending industiy as it's impladed.

*1 think banks are dragging their rears about doing just about everything,” she said. “They have so
much going on, and there's so much red tape and the people don't care, nothing gets done."

There are also batches of bank-owned homes that don't appear on the muttiple Esting services
because lenders are trying to sell them via bulk and auction sales to investors as weli as
individuals, according to John Mechem, public affairs director for the Mortgage Bankers
Agsociation.

He adds that it's also taking much longer to get many foreciosed homes in decent enough shape to
put on the market. (see This home for sale stinks.) ‘

Bank-owned propertles are in worse condition than ever because the foreclosure process is taking
longer than ever. As much as a year can pass between the time a borrower first misses a payment
and the final auction sale, according to Youngblood. During that time, houses often deteriorate
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because owners have neither the money nor the Incentive to maintain them. Some disgruntled
homeowners may even dellberately damege homes before they leave.

"According to our servicing folks, it's taking more time for lendars to get properties |n saleable
condition,” sald Mecham.

The phenomenon of e growing ghost Inventory doesn't promise to get better anytime soon, as long
as the rate of foreclosuras continues to ravage the market. There were more than 3.1 miion
forectosure fllings in 2008, according to RealtyTrac.

Sald Sharga: "I don't 8ee how we can avold another 3 milllon In 2009." =

First Pubfished: January 23, 2009: 2:01 PM ET

The low-down on getting a low down payment loan
Tour hot real estate - by blke

Taming inflated home appraisals

Find mortgage rates in your area

Spoansored Links

1 fist stomach rule: obey

| cut out Aibs of body fat per wesk by obaying this 1 old nde.
AnnasDistingBlog. com

Solar Stock Plck - EVSO
Emerging Green Enengy Co. Growth Stock Invastmeant
www. EvolutionSolar.com

Free Forex Essentials Kit

Free Forex Guida & YWebinars, Includes Free practice account. Try Now.
www.GF Tiorex.com

Bay a Knk bers

Features

Stories from recession's frontline

2:37em: Jobs. Foreclosures.

; : "ﬁ Service cuts. Here's what the
downturn looks llke up

close. More

© 2009 Cable News Network. A Tima Wamer Compaiy. A Rights Retscved. Terms under which this sarvica is provided b you. Privacy Policy

Home Portioflo  Cakulators  ConlactUs  Nowsletiers Podcasts RSS  Mobis Wiigsts  Press Centsr  ShoMap  Ussr Preferences
Advertise with Us  Magazine Customer Senvice Download Fortune Lists  Reprints  Canser Opportunikies  Special Sections  Conferences  Bueinsss Loadsr
Counck

MMWWMMMMMU-W15nﬁmhtNusdaq.und20mkmshroﬂnrmw.Marhthchnsm:tmnlnmulhw,axupt!u
the DJLA, which |3 detaysd by two minuias. A8 times are ET. .
*: Time reflects local markats trading ime. t - Intraday data delaysd 18 minutes for Nasdag, and 20 minutes for other sxchanges. Disclaimar
Copyrght € 2008 EigCharts.com Inc. Al rights reserved. Ploass see our Terms of Lse MavketWaich, the MarkedWich logo, and BlgGharts ars reglstered trademarks of Marketyatch,
Inc.Intraday data provided by intractive Datw Reak-Tima Servicas and subject ko tha Terma of Usa, ntraday dats i at [agst 20-minutes delmyed, AR limes are ET.Historical, curment
and-of-day data, and aplite data provided by Interactive Data Pricing snd Referorcs: Data. Fundamantal data providad by Momingsier, Ina SEC Filings data provided by Edgar Online
Inc. . Eamings data provided by FeciSet CalStreet, LLC. :

http://money.énn.com/2009/ 01/21/real_estate/ghost_inventory/index.htm?cnn=yes 1/26/2009



