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New Report Offers Context to Ohio’s Alarming
Foreclosure Numbers

COLUMBUS -- COHHIO today released a detailed analysis of data from multiple
sources that offers important context to numbers that track Ohio’s escalating foreclosure
rate. COHHIO’s analysis reveals the impact the subprime lending industry will continue
to have on Ohio’s overall foreclosure picture.

The report, “Dimensions of Ohio’s Foreclosure Crisis,” paints a grim picture for at least
200,000 Ohio homeowners over the next two years. “Thousands of subprime mortgage
loans made two and three years ago will haunt our state for years to come,” said Bill
Faith, COHHIO executive director.

At greatest fault, said Faith, is the surge of “2/28” Adjustable Rate Mortgages (ARMs)
sold with low initial “teaser rates,” Faith said. Typically, subprime loans are made to
borrowers with blemished credit and are made without assessing the borrower’s ability to
repay. 2/28 ARMs reset at a much higher interest rate following an initially low rate.

COHHIO studied data from the Ohio Supreme Court, the Mortgage Bankers
Association’s National Delinquency Survey, the Center for Responsible Lending and the
National Association of Realtors, among other sources, to learn:

* Ohio has the second highest rate (5.12 percent) of loans in the “serious
delinquency” category (loans either in foreclosure or more than 90 days late).
Ohio is behind Mississippi and in front of Louisiana, the two states most
devastated by Hurricane Katrina.

* Atleast $14 billion in ARM “teaser rate” loans will reset in Ohio in 2007 and
2008 creating a surge in the volume of foreclosures and impacting at least
200,000 homeowners.

* Subprime lending has branched out into suburban and rural areas; more subprime
lending occurred (63 percent) in middle and upper income areas in 2005 than in
moderate and low income areas (37 percent).

* Inflated appraisals and high loan-to-value mortgages have created value/debt
mismatch. In 2006, 24 percent of ARM borrowers getting new loans owed more
than the value of their home at origination.

*  Ohio home values are down. Six of Ohio’s eight largest metro areas experienced
drops in property value of between 3.5 and 7.7 percent last year (U.S. average is
2.7 percent).

“The coming foreclosure crisis hitting Ohio is on the scale of Hurricane Katrina hitting
the gulf coast, except it is happening silently, one foreclosure at a time,” said Faith.
“Foreclosures are not just bad for the homeowners who live among vacant properties and
depressed home values, but they affect neighborhoods, which is bad for local business.



Foreclosures place a huge burden on our communities and on our state. We all must work
together on a solution.”

While Faith applauds the Ohio Housing Finance Agency’s refinancing program, he says
the problem must be attacked on multiple fronts, including prompting lenders to make
concessions to restructure unworkable loans; outreach efforts to homeowners in trouble;
and tighter regulations of the subprime lending industry.

For the complete report, visit our website www.cohhio.org, or click on
http://www.cohhio.org/pdf/dimensionsforeclosure.pdf
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