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Presentation Outline

I. The Big Picture:
- Stabilization tool continuum
- Southern New England context

II. REO Stabilization Opportunity Score (SOS)
- Background
- Variables considered
- Detailed analysis
- Cuyahoga County, OH

III. Other factors to consider when drafting REO 
strategies

IV. Limitations and takeaways
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Stabilization Tools Continuum

Mortgage and Foreclosure Process

I. The Big Picture: Various Stabilization Tools

Mortgage
Origination

Delinquency

Notice of 
Default

Foreclosure
Filing

Foreclosure
Auction /

Sale

REO 
(Real Estate

Owned)

ÅFinancial education
ÅExpand access to
safe products
ÅProper regulation

Refinance

ÅModifications
ÅShort - refinance
ÅForbearance
ÅPartial claim

ÅForeclosure
prevention and 
mediation
ÅShort Sale
ÅDeed - in - lieu
ÅCash- for -keys

ÅCode enforcement
ÅRental assistance

ÅAcquisition
ÅRehabilitation
ÅRedevelopment
ÅDemolition
ÅLand Bank

Preventive (less costly, quicker) (often costly, lengthy) Reactive
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I. The Big Picture: REOs in Southern New England

Å Effective REO 
strategies target 
increasing
outflow , and 
should be coupled 
with strategies 
decreasing
inflow .

Å Rapid growth of 
REOs in the 
region since early 
2007. REO rate 
grew 12 fold from 
Jan 06 to Dec 08

ÅREOs are highly concentrated , this intensifies REOsô destabilizing 
impact on communities
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I. The Big Picture: REOs in Southern New England

Å Multiunit REOsô
share in all REOs 
is increasing, 
intensifying REOsô 
overall impact.

Å It generally takes 
longer for multi -
unit REOs to be 
re -purchased.

Å It takes longer
for 2007 REOs to 
be repurchased 
than 2006 REOS 
across all 
property types . 

Å How to target resources to address REO problems most effectively?
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II. Analysis of REO Opportunities ïREO SOS

Å REO Stabilization Opportunities Score (SOS): 
Identifies areas of opportunities for REO acquisition, 
rehabilitation, and redevelopment

Å Different approaches to address REO issues, for 
instance:

ïHeavily impacted areas: code enforcement, rehabilitation, 
conversion to rental units, demolition, land bank, etc. 

ïModerately impacted areas: rehabilitation, acquisition, 
infill, foreclosure prevention, etc.

ÅREO strategies need to integrate with other 
stabilization tools in order to improve neighborhoods 
more effectively.
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II. Components in Calculating SOS

Å REO availability
ï As of Dec. 2008, includes REOs from both prime and 

subprime loans

ï Considers both the absolute number and concentration of 
REOs

Å 90 - day plus delinquency
ï Suggestive of future REO trends

ï As of Dec. 2008, considers both the absolute number and 
concentration of serious delinquencies 

ÅMedian time of REOs on the market
ïMeasures REO market activeness

ï Includes properties that became REOs since 2005, both 
currently still on the market and already been purchased

ÅMedian home sales price decline
ïMeasures local residential market strength

ïMedian sales price reduction between 2005 and 2008

Current,
Future

REO
Avail -
ability

REO/
Real 

Estate 
Market
Health
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II. SOS is a Composite Standardized Index

Å ZIP code level, standardized within each state 

Å Percentile (scale 0 - 1), higher score suggests higher distressed level
ï Severely Distressed: Top 5 percentile ZIP codes
ï More Distressed: Next 10 percentile ZIP codes
ï Distressed: Next 10 percentile ZIP codes
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II. REO SOS Analysis: REO availability 

Higher 
Availability

ÅPopulation centers

ÅAreas with weak 
local economy / 
relatively lower 
income

ÅRacial/ethnic 
minority neighbor -
hoods

ÅOthers areas 
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II. REO SOS Analysis: 90 - day+ delinquency 

More Severe 
Delinquency

ÅTend to coincide 
with high REO 
availability areas, 
but a bit more 
concentrated.

Å This means that 
REO problems in 
Massachusetts:

-Not likely to 
widely spill over
to other towns

- Areas with 
existing REO 
problems may 
continue to see 
increased REO 
challenges


