
Jay Brinkmann
SVP & Chief Economist
Research & Economics

Glenn Schultz
Head of ABS and Non-Conforming MBS Research

Wachovia Securities



2

Percent Change in GDP 1948-2008
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MBA Economic Forecast

2008 2009

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Percent Change, Annual Rate

Real Gross Domestic Product 0.9 2.8 0.0 -2.6 -1.8 -0.7 0.7 2.3

Personal Consumption Expenditures 0.9 1.2 -2.8 -2.6 -1.5 0.2 0.3 1.4

Business Fixed Investment 2.4 2.5 -3.2 -6.0 -10.2 -11.6 -6.3 0.1

Residential Investment -25.1 -13.3 -14.4 -16.1 -10.5 -7.2 2.0 13.8

Govt. Consumption & Investment 1.9 3.9 2.9 2.4 2.4 1.8 1.8 1.7

Billions of Chain 2000$

Net Exports -462 -381 -360 -348 -329 -324 -315 -295

Inventory Investment -10 -51 -6 -19 -29 -28 -16 -19
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Net Home Equity Extraction vs. Change in Mortgage Debt Outstanding
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Monthly Changes in Employment (Seasonally Adjusted)
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Employment Change: Top-ten and Bottom-ten States:
August 2007 to August 2008 (in thousands)
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Payroll Employment – Not Seasonally Adjusted 2006 - 2008

132,000

133,000

134,000

135,000

136,000

137,000

138,000

139,000

140,000

Dec
Jan
Feb
Mar
Apr
May
Jun
Jul
Aug
Sep
Oct
Nov

Thousands

2006 2007 2008



8

Payroll Employment – Not Seasonally Adjusted 1999 - 2001
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Payroll Employment Post 2001 Recession
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Payroll Employment – Time to Recovery after Recession
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Annual Mortgage Production

$ Billion

Source:  Mortgage Bankers Association 
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Yield Spread: 
10-Year Treasury Notes and 30-Year Fixed Mortgages
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Housing Starts: The Worst Single-Family Housing Downturn
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Foreclosures Started by Loan Type (NSA)
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Prime ARM  0.22  0.25  0.29  0.45  0.53  0.58  0.97  1.17  1.56  1.82 

Subprime Fixed  1.10  0.92  1.02  1.20  1.21  1.19  1.43  1.64  1.80  2.07 

Subprime ARM  1.84  1.87  2.23  2.95  3.13  3.56  4.78  5.66  6.32  6.63 

FHA  0.85  0.71  0.79  0.96  0.93  0.74  0.94  0.95  0.96  0.95 

2006 - 
Q1

2006 - 
Q2

2006 - 
Q3

2006 - 
Q4

2007 - 
Q1

2007 - 
Q2

2007 - 
Q3

2007 - 
Q4

2008 - 
Q1

2008 - 
Q2



16

Source: Mortgage Bankers Association

Product Percent of US 
Loans Outstanding

Percent of US 
Foreclosures Started

Prime Fixed 65% 21%
Prime ARM 14% 23%
Subprime Fixed 6% 13%
Subprime ARM 6% 36%
FHA 8% 7%
Total 100% 100%

Share Foreclosures by Loan Type



17

Source: Mortgage Bankers Association

State Percent of US 
Loans Outstanding

Percent of US 
Foreclosure Starts

California 13% 22%
Florida 8% 16%
Nevada 1% 3%
Arizona 3% 4%
Total 25% 46%

All Loans

Foreclosures in “Sand” States

CA, FL, AZ & NV share of increase:  87% 
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Source: Mortgage Bankers Association

State Percent of US 
Loans Outstanding

Percent of US 
Foreclosure Starts

California 11% 10%
Florida 18% 18%
Nevada 2% 2%
Arizona 3% 3%
Total 34% 33%

State Percent of US 
Loans Outstanding

Percent of US 
Foreclosure Starts

California 28% 38%
Florida 11% 20%
Nevada 2% 4%
Arizona 4% 5%
Total 45% 66%

Prime Fixed

Prime ARM

Foreclosures in “Sand” States

CA & FL Share of Prime ARM increase:  78%
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Source: Mortgage Bankers Association

State Percent of US 
Loans Outstanding

Percent of US 
Foreclosure Starts

California 11% 12%
Florida 9% 14%
Nevada 1% 1%
Arizona 2% 3%
Total 23% 30%

State Percent of US 
Loans Outstanding

Percent of US 
Foreclosure Starts

California 18% 26%
Florida 12% 17%
Nevada 3% 3%
Arizona 5% 5%
Total 38% 52%

Subprime ARM

Subprime Fixed

Foreclosures in “Sand” States

CA & FL Share of Prime ARM increase:  58%
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Homes Available for Sale
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Homes Available for Sale
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Homeowner Vacancy Rate, by Year Structure Built
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Roll Rates – 30 Day Past Due to Foreclosure Start
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Roll Rates – 30 Day Past due to Foreclosure Start
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30 Day Delinquency and Foreclosure Start Rates
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