
2008 Mortgage Market and the 
State of Credit Risk
Best and Sometimes Failed Practices  

Where Do We Go From Here?

Add Your Company Logo Here
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What Were The Best Practices? 
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Sadly, Few Dodged This Perfect Storm

Maintained a Disciplined, albeit 
market arcane, conservative 
origination strategy

Upfront QA and imbedded fraud 
control

Strict oversight of appraisal 
process and appraisers

Did not originate Sub-Prime 
and/or Alt-A 

Proactively managed wholesale 
and correspondent production 
channels  

Took advantage of all of the 
secondary marketing 
opportunities and products

Opened all of the origination 
doors at times to 
unscrupulous originators

Exercised QA only when 
problems were discovered

MAI ïMade As Instructed ï
appraisals made to fit the loan 
requested

Probably paid too much for both 
originations and/or purchased 
servicing without sufficient 
loan loss reserves

BEST PRACTICES MOST COMMON DENOMINATORS
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Just Say Yes Just Say No

Limited or No Doc

Delegated Underwriting

Lax Approval Process Wholesale/Brokers
100 ï125% LTVôs

Community Reinvestment with 
insufficient underwrites

Subprime Loans with 520 FICOôs

Free Lock Registrations

Excess Liquidity in the Secondary

Overcapacity in the origination channels

20 ï25% Annual HPA

Negotiable guaranty fees with the GSEôs

Full Doc

Prior Approval / Recourse

Retail 

Austere Risk Based Lending with verified 

borrower funds

No mandated Community Lending 

requirements

No Subprime Lending and minimum 

FICOôs 680-720

Registration Fees

Illiquidity ïVoid in the Non-Agency 

Securities market

25 ï40% Drops in Value

Fannie & Freddie taken over by the 

Treasury
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60+ Day Delinquency Performance by Loan Type
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Market Delinquencies, 2 or more payments delinquent

All Mortgage Products
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Excluding the Subprime and ALT-A markets

Mortgage Products Excluding Subprime and ALT-A
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Is the Payment Hierarchy Shifting??
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Mortgage Performance by Vintage Year
Note the EPD Performances in õ06, õ07 & ô08
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Homeownership and Foreclosure Rate Risk

63%

64%

65%

66%

67%

68%

69%

70%

1
9
8
7

1
9
8
8

1
9
8
9

1
9
9
0

1
9
9
1

1
9
9
2

1
9
9
3

1
9
9
4

1
9
9
5

1
9
9
6

1
9
9
7

1
9
9
8

1
9
9
9

2
0
0
0

2
0
0
1

2
0
0
2

2
0
0
3

2
0
0
4

2
0
0
5

2
0
0
6

2
0
0
7

2
0
0
8

0.4%

0.9%

1.4%

1.9%

2.4%

2.9%
Homeownership Rate - Left Axis

Foreclosure Rate- Right Axis



Subtitle: Click View then Master then Slide Master to edit

Title: Click View then Master then Slide Master to edit

11

Number of Foreclosure Starts
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Length of Most Sever HPI Declines In Select 
Markets

Length of Most Severe State HPI Declines 
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First American CoreLogic LoanPerformance
Home Price Index (HPI)

Released on a monthly basis with over 30 years of history
Broad geographic coverage, all states and 950+ CBSAs every month
Includes all mortgage segments, including subprime, jumbo, Alt-A, FHA
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12 Mos Changes in HPI Throughout the 
Country



Subtitle: Click View then Master then Slide Master to edit

Title: Click View then Master then Slide Master to edit

15

Total 75%  to 80 % LTV Share of Purchase 
Originations
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Piggy Back Share of Conventional Originations
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Total 80%  to 85 % LTV Share of Purchase 
Originations
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Change is Needed and Change is Coming


