ForeclosureRadar

No Shadow Inventory of Bank Owned Homes
Foreclosure Investors Still Finding Discounts at Trustee Sale

Discovery Bay, CA, October 13, 2009 - ForeclosureRadar (www.foreclosureradar.com), the only website
that tracks every California foreclosure and provides daily auction updates, issued its monthly California
Foreclosure Report for September 2009. This month’s report features not only a new look, but an important
new statistic - Bank Owned (REO) Inventory. By loaking at the number of foreclosures the banks have taken
back and subtracting those that have since resold, we are able to show the number of foreclosures the
banks have held as inventory over time. That inventory steadily increased through September 2008, at
which point the number of properties banks resold regularly exceeded the number they took back at trustee
sale. With 90,365 properties in inventory, banks currently carry about 4.77 months of supply, however, it
{akes the banks on average 7.33 months to dispose of a bank owned home, thus current inventory is less
than should be expecied from normal operations given current foreclosure volumes. Bottom line - there is
no “shadow” inventory of bank owned homes being intentionally withheld from the market.
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Foreclosure filings in September were relatively flat fraom the prior month, though considerably higher year
over year due to the dramatic drop in filings in September 2008, after CA Sermate Bill 1137 went into effect
requiring lenders to contact borrowers before filing a Notice of Default. In addition to SB 1137, Freddie Mae
arid Fannie Mac went into conservatorship, and U.S. Treasury Secretary, Henry Paulson, announced the
Troubled Asset Relief Program one year ago, both of which have since had impacts on foreclosure filings.

Foreclosure Outcomes
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Overall foreclosure sales remain depressed since government intervention began September 2008, though
the percentage of foreclosures being sold to 3rd parties, typically investors, has risen dramatically. Despite
expectations that cancellations would have started rising dramatically as homeowners successiully
completed 3 month trial periods under the Home Affordable Modification Program, we instead ses
cancellations decreasing with no clear sign to date that the program is having any impact on foreclosures.




Foreclosure Inventories
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The number of properties on the brink of foreclosure continues to increase and has more than doubled from

- ayear ago. With a smaller percentage of scheduled foreclosures actually being sold due to postponements
at trustee sale, while at the same time seeing strong sales of bank owned (REO) properties, banks have
managed to reduce their inventory by 41.8 percent from a year earlier. With the banks reselling an avérage
of 18,943 homes a month in the 3rd quarter, and an average time to resell of 7 months (given the time taken
for eviction, repairs and resale), we believe there is essentially NO shadow inventory of bank owned homes
at this time. Moving forward there are more loans which are delinquent, in default, and scheduled for trustee
sale than ever before, which would typically lead to a significant rise in foreclosure sales. We do not believe
this increase is likely in the near future given the continued political pressure on banks not to foreclose.

Foreclosure Discounting

Back to Bank {RED}
Sold to 3rd Party

Bid Amount Bid Amount vs.

Loan Amount Market Value

Foreclosures continue to be sold at trustee sale at considerable discount to both the outstanding loan
balance and the current estimated fair market value. As we saw in foreclosure outcomes, the lure of an
‘average 20.5 percent discount to fair market value has dramatically increased the number of properties sold
to 3rd party investors. At the same time it is very clear why more properties aren’t purchased at auction -
with banks pricing the properties they end up taking back as REO an average 23 percent more than the
current market value. '

Foreclosure Sales by Loan Origination Date
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Nearly 91 percent of foreclosure sales in September were for loans that were made between January 2005
and December 2007. With property values now well below 2004 levels in many parts of the state, it remains
surprising that relatively few loans made in 2004 have been foreclosed on. Also notable is the decline in
foreclosures on loans that were made after the significant credit tightening that began in August 2007.



Foreclosure Activity By County

_ INotice of Default ‘Notice of Trustee Sale Back to Bank (REQ) __ :Sold to 3rd Pariy
ALAMEDA Seplember 2009 B 1,205 B 1081 ;a 403 121
' August 2009 h 1,265 18 1,15 B 17
Seplenber 2008 B 363 B4 M|747 44
AMADOR Septeber 2009 142 40 . 24
August 2009 45 46 23 1
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BUTTE Septerrber 2009 83 73 183 g
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Septermbar 2008 57 63 124 3
CONTRA COSTA  September 2009 im 1,484 ;m 1,283 4§ 508 170
August 2009 P 1,335 & 1310 % 525 1178
Septerber 2008 759 5 852 @900 50
DEL NORTE Septerber 2009 18 1. 11
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Septerber 2008 13 12 19 3
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August 2008 1194 106 g
September 2608 17 128
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August 2008 E 1,054 gB 806 79
September 2008 B2 B8 33
KINGS Septembar 2009 106 42 5
August 2009 a4 41 4
Septerrber 2008 33 48 4
LAKE Septemrber 2009 |96 77 55 3
August 2008 118 82 66 2
September 2008 139 45 52
LASSEN Septemrber 2009 16 18 16,
August 2009 30 19 7
September 2008 9 4 10
LOS ANGELES September 2009 16616  FEmemm 2,949 ? 627
AUgust 2008 3 7.079 h 2,488 M 563
September 2008 m 3,551 § 211
MADERA Septembar 2069 ] 112 7
August 2009 1176 }184 127 13
September 2008 87 123 180 1
MARIN September 2009 136 70 22 5
August 2099 159, a4 3 3
September 2008 44 40 40 &
MENDOCINO Septerber 2009 |56 46 16
August 2008 ez 54 25
Septerrber 2008 §27 17 16 1
MERCED Septerber 2009 §378 # 390 } 236 43
August 2009 #432 0423 ¥ 211 27




Foreclosure Activity By County Cont.

Notice of Default Notice of Trusiee Sale §§Bapk to Bank {(REQ) Sold to 3rd Parly
MERCED September 2008 199 3316 Bapd 1
MONTEREY September 2009 #405 ¥ 354 1193 32
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Septerrher 2008 ©  §224 288 3 356 17
NAPA September 2009 100 12 48 5
August 2008 127 103 52 8-
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August 2009 32 23 ra
Septerrber 2008 & 1.
RIVERSIDE Septerrber 2008 3,751 474
Augusi 2609 4,088 8 427
Septerrber 2008 :2,389 i 81
SACRANENTO  September 2009 1,817 ;E 792 3253
August 2009 = Qe 833 3281
Sepiember 208 W 1,202 2@ 1,488 101
SAN BENITO September 2009 70 32 £
August 2008 74 78 32 5
September 2008 86
SAN September 2008 B 1514 1233
BERNARDINO August 2009 @ 1,404 §252
Septerrber 2008 o 0 235 2
SAN DIEGO Septerrber 2009 o 3260
August 2009 i 1,022 B 284
Septerrber 2008 =5 1552 62
SANFRANCISCO  September 2009 58 13
- August 2008 57 9
Septermber 2008 49 4
SAN JOAQUIN September 2009 468 152
August 2009 ] B37 Ji72
Septerrber 2008 B0 B 755 B 005 a
SANLUS Septemrber 2008 1186 151 72 11
OBISFO August 2009 §266 137 7t 8
Septenber 2008. 73 97 86 1
SAN MATEO September 2000 H449 f1a4 82 24
Augusi 2008 ¥404 R343 108 33
September 2008 130 163 | 148 19
SANTA BARBARA Sepierrber 2000  ¥2441 205 104 16
August 2008 £245 238 88 9
_ Seplember 2008 113 146 168 3
SANTACLARA  Septermber 2000 JE 1.251 B 1,027 ¥ 308 109
August 2008 ﬂ 1,257 n 1,014 352 39
September 2008 B 550 539 HWet7 3t
SANTA CRUZ Septernber 2008 188 142 63 5
August 2009 169 135 45 1
Septerrber 2008 62 7 84 3
SHASTA Saptember 2009 154 13 72 2




Foreclosure Activity By County Cont.
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Sign up to receive the free CA Foreclosure Report by email each month

California Foreclosure Report Methodology

The data presented by ForeclosureRadar is based on county records and our observations of individual
sales results from daily trustee sale auctions throughout the state — not estimates or projections.

About ForeclosureRadér.com

ForeclosureRadar is the only web site that iracks every foreclosure in California with daily updates on all
foreclosure auctions. ForeclosureRadar features unprecedented tools to search, manage. track and analyze
preforeclosure. foreclosure auction, short sale ariid bank owned real estate. The web site was launched in
May 2007 by Sean O'Toole, who spent 15 years building and launching software companies before entering
the foreclosure business in 2002 where he successfully bought and sold more than 150 foreclosure
properties. ForeclosureRadar is an indispensable resource for real estate agents, brokers, investors,
lenders, mortgage brokers, attorneys and other real estate professionals specializing in the California real
estate market. '
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