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Presentation Outline

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

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

Other factors to consider when drafting REO
strategies

Limitations and takeaways
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|. The Big Picture: Various Stabilization Tools

Mortgage and Foreclosure Process

Delinquency - |
Mortgage Foreclosure OreCioSUre REO
L o . » Auction / (Real Estate
Origination Notice of Filing Sale Owned)
Default
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Refinance A Code enforcement
A Rental assistance
A Foreclosure .
prevention and A Acquisition
A Financial education A Modifications mediation A Rehabilitation
A Expand access to A Short -refinance A Short Sale A Redevelopment
safe products A Forbearance A Deed -in-lieu A Demolition
A Proper regulation A Partial claim A Cash-for -keys A Land Bank

Preventive (less costly, quicker)

Stabilization Tools Continuum

(often costly, lengthy) Reactive
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|. The Big Picture: REOs in Southern New England

1,400 -

1,200

1,000

800 4

Thousands

600

400 ~

200
REO (right scale)

(CT, MA, and RI)

Outstanding Mortgages (left scale)

Growth of REO outpaced that of outstanding mortgages

Source: LPS Applied Analytics (formerly McDash)
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Impact on communities
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A Effective REO

strategies target
iIncreasing
outflow , and
should be coupled
with strategies
decreasing

inflow

Rapid growth of
REOs in the

region since early
2007. REOQ rate
grew 12 fold from
Jan 06 to Dec 08
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. The Big Picture: REOs in Southern New England
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property types

A How to target resources.to’atddress REO problems most effectively?
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Il. Analysis of REO Opportunities I REO SOS

A REO Stabilization Opportunities Score (SOS):
|dentifies areas of opportunities for REO acquisition,
rehabilitation, and redevelopment

A Different approaches to address REO issues, for
Instance:

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

I Moderately impacted areas: rehabilitation, acquisition,
Infill, foreclosure prevention, etc.

A REO strategies need to  integrate  with other
stabilization tools In order to improve neighborhoods
more effectively.
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Il. Components in Calculating SOS

A REO availability

I As of Dec. 2008, includes REOs from both prime and
subprime loans

T Considers both the absolute number and concentration of
REOs

A 90 -day plus delinqguency
I Suggestive of future REO trends

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

A Median time of REOs on the market

I Measures REO market activeness

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

A Median home sales price decline
I Measures local residential market strength
I Median sales price reduction between 2005 and 2008
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ll. SOS is a Composite Standardized Index

REO Stabilization Opportunity Score (SOS) by Southern NE ZIPs
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A ZIP code level, standardized within each state

A Percentile (scale 0 - 1), higher score suggests higher distressed level
I Severely Distressed: Top 5 percentile ZIP codes
I More Distressed: Next 10 percentile ZIP codes
I Distressed: Next 10 percentile ZIP codes — et e

—— o
— BANK OF BOSTON



II. REO SOS Analysis: REO availability
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A Population centers

A Areas with weak
local economy /
relatively lower
income

A Raciallethnic
minority neighbor -
hoods

A Others areas
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. REO SOS Analysis: 90 -day+ delinquency

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

A 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
More Severe increased REO
Delinquency

challenges
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