
NOTES: 
• Job growth has been negative over the past year almost everywhere. 

• House price declines continue to moderate. 

• The number of states (plus D.C.) with double-digit house price declines over the past year has dropped to 13. 



NOTES: 
• Foreclosure rates continue to rise, and are highest in the upper-Midwest and the “sand states.” 

• The state pattern of seriously delinquent mortgages closely matches the foreclosure pattern. 

• The upper-Great Plains states are performing best with respect to delinquencies and foreclosures. 
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 PERCENT OF MORTGAGES IN FORECLOSURE 
2N D QUARTER 2009 

PERCENT OF MORTGAGES SERIOUSLY DELINQUENT 
2N D QUARTER 2009  

1.01% to 2.00%
2.00% to 3.00%
3.00% to 4.00%
4.00% to 11.96%

 

North Dakota 1.01% Utah 2.84%
Alaska 1.17% Delaware 2.90%
Wyoming 1.17% District of Columbia 2.93%
South Dakota 1.56% Kentucky 3.04%
Montana 1.57% South Carolina 3.05%
Nebraska 1.83% Massachusetts 3.17%
Arkansas 1.84% Idaho 3.20%
Texas 1.84% Connecticut 3.24%
North Carolina 1.90% Georgia 3.35%
Missouri 2.02% Minnesota 3.43%
Alabama 2.04% Wisconsin 3.57%
Kansas 2.05% New York 3.58%
West Virginia 2.13% Maryland 3.66%
Tennessee 2.17% Hawaii 3.78%
Virginia 2.18% Rhode Island 4.08%
Vermont 2.23% Michigan 4.23%
New Hampshire 2.26% Maine 4.24%
Oklahoma 2.47% United States 4.30%
Washington 2.47% Indiana 4.31%
Iowa 2.49% Ohio 4.51%
Oregon 2.59% Illinois 4.70%
Pennsylvania 2.59% New Jersey 5.03%
New Mexico 2.62% California 5.77%
Colorado 2.67% Arizona 6.17%
Mississippi 2.69% Nevada 9.13%
Louisiana 2.70% Florida 11.96%   

North Dakota 2.02% Kentucky 5.70%
Alaska 2.56% Idaho 5.76%
Wyoming 2.56% Tennessee 5.87%
South Dakota 2.86% Minnesota 5.91%
Montana 3.07% Connecticut 6.03%
Nebraska 3.75% Louisiana 6.03%
Vermont 3.76% South Carolina 6.04%
Kansas 4.32% Wisconsin 6.14%
Arkansas 4.50% Hawaii 6.32%
Iowa 4.65% Massachusetts 6.68%
Texas 4.68% Maine 6.83%
Washington 4.72% New York 6.95%
New Mexico 4.81% Maryland 7.25%
Virginia 4.81% Mississippi 7.39%
N
O

 
 

 
 
 

Regional Roundup 
 
 
 
 
 

 
Source: Bureau of Labor Statistics / Haver Analytics  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

2.02% to   4.00%
4.00% to   5.50%
5.50% to   7.00%
7.00% to 17.12%   

 
 
 
 
 
 
 
 
 
 

ew Hampshire 4.89% Georgia 7.50%
klahoma 4.90% Rhode Island 7.57%

North Carolina 4.91% United States 7.97%
West Virginia 4.95% New Jersey 8.25%
Colorado 4.96% Ohio 8.26%
Oregon 4.99% Indiana 8.37%
Missouri 5.02% Illinois 8.62%
Utah 5.35% Michigan 9.16%
Alabama 5.41% California 10.81%
Pennsylvania 5.47% Arizona 11.07%
District of Columbia 5.48% Nevada 15.62%
Delaware 5.55% Florida 17.12%

  

Source: Bureau of Economic Analysis / Haver Analytics 
  



 
 

 
 
 
 

Region in Focus: The South  
 

REGION IN FOCUS 
 
*The South region 
includes AL, AR, DC, DE, 
FL GA, KY, LA, MD, 
MS, NC, OK, SC, TN, 
TX, VA, and WV. 
 
**All Region in Focus 
graphs contain data 
gathered from BLS, First 
American CoreLogic, 
LoanPerformance HPI, 
and MBA. 

 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  

Alabama’s economy has suffered as a result of its 
dependency on durable goods manufacturing, 
especially autos.  The unemployment rate has doubled 
in the last year and is likely to continue to rise. Despite 
this bad news, some of the state’s leading economic 
indicators have improved.  Initial claims for 
unemployment insurance in Alabama fell to 40,748 in 
July, far below the high of 66,249 in December.  
Additionally, single-family housing permits and starts 
are now at their highest levels this year. 
 
The unemployment rate in Alabama has skyrocketed in 
the last two-and-a-half years.  In July, the state’s 
unemployment rate rose to 10.2 percent, triple its low 
of 3.4 percent in February 2007. The construction and 
manufacturing sectors are suffering the most.  
Employment in construction has dropped by 18.2 
percent, while the manufacturing sector has cut jobs by 
12.3 percent over the past year.  The unemployment 
rates in the states’ largest metropolitan statistical areas 
(MSAs) have also increased dramatically.  In 
Birmingham-Hoover, the state’s largest MSA, the 
unemployment rate was 9.9 percent compared with 4.9 
percent one year earlier. The unemployment rate in 
Mobile, the second largest MSA, rose from 5.6 to 10.8 
over the same period. 
 
Alabama is still waiting for a housing recovery as sales 
continue to decline.  According to Moody’s 
Economy.com, existing single-family home sales 
dropped by 4.3 percent in the second quarter and by 

21.7 percent from a year earlier.  Seven of the eleven 
MSAs suffered from declining home sales.  Home sales 
in Birmingham-Hoover declined by 9.6 percentage 
points in the second quarter.  The worst performing 
MSA was Anniston-Oxford, with a drop in home sales 
of 29.2 percent in the second quarter. The best 
performing MSA was Florence-Muscle Shoals, with 
home sales increasing by 37.2 percent. 
 
According to data from First American CoreLogic’s 
LoanPerformance House Price Index (LP HPI), home 
prices in Alabama declined by 5.2 percent for the 12 
months ending in June 2009, better than the national 
decline of 7.8 percent.  House price performance in the 
state has been better recently, with modest gains in three 
of the past four months – although seasonality likely 
played a significant role.  Five of the state’s eleven 
MSAs suffered house price declines.  The Birmingham-
Hoover MSA had a drop of 2.2 percent over the 12 
months ending in June.  The Tuscaloosa MSA suffered 
the largest 12-month decrease, dropping by 5.0 percent, 
while the Florence-Muscle Shoals MSA was the best 
performing with an increase of 4.5 percent. 
 
Credit quality in Alabama has been better than the 
national average. According to the MBA, the rate of 
foreclosures started in the state was 0.82 percent (NSA) 
during the second quarter of 2009, dropping by seven 
basis points from one quarter ago. 
 

(Continued on page 9) 
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The South region, while continuing to perform poorly, is starting to show some positive economic signs.  
Employment and house price declines are slowing while the unemployment rate dropped (although this could be 
because some laid-off workers have become discouraged and left the work force).  Home sales have picked up 
substantially in many Southern states.  Even with these positive items, the region still has many issues it needs to 
overcome.  For example, Florida has probably the worst housing market conditions of any state in the country.  As 
of June, Florida home prices had fallen by 43.0 percent from the peak in June 2006.  
 
The labor market in the South region has weakened in response to the deep national recession.  Regional job losses 
have occurred in all sectors except government, education, and health services.  The region’s unemployment rate 
rose to 9.3 percent in July, up from 5.6 percent a year earlier.  This is comparable to the national increase to 9.4 
percent from 5.8 percent over the same period.  
 
According to Moody’s Economy.com, home sales in the South region increased by 2.8 percent in the second 
quarter from the first.  This marks the first increase in home sales for the region since the third quarter of 2005.  
The home sales rise was similar to the 2.9 percent national increase.  The median sales price of existing single-
family homes sold in the South rose to $144,000 in the second quarter, an increase of 1.3 percent although much of 
the rise was probably seasonal.  While it is nice to see an increase, existing home prices in the region are still down 
by 20.7 percent from the peak in the fourth quarter of 2005. 
 
Credit quality in the South region has performed similarly to the national average. According to the Mortgage 
Bankers Association (MBA), the rate of foreclosures started in the region was 1.32 percent (not-seasonally 
adjusted, or NSA) during the second quarter of 2009. This compares with a national average of 1.36 percent. 
Seriously delinquent loans were 8.07 percent of the total, which was slightly above the national average of 7.97 
percent. At the end of the second quarter, 5.50 percent of all conventional prime mortgages and 25.80 percent of 
conventional subprime mortgages in the South were seriously delinquent. The national averages were 5.44 and 
26.52 percent, respectively.  
  

 

Alabama 



 
 

This compares with a national average of 1.36 
percent.  Seriously delinquent loans were 5.41 
percent, which is below the national average of 7.97 
percent.  At the end of the second quarter, 3.43 
percent of all conventional prime mortgages and 
19.45 percent of conventional subprime mortgages in 
Alabama were seriously delinquent.  The national 
averages were 5.44 and 26.52 percent, respectively.  
While Alabama had better credit quality in many 
areas, it also had a worse delinquency rate on all 
loans at 9.74 percent compared with the national 
average of 8.86 percent. 
 
 

  

Alabama (continued from page 8)

Like Alabama, Maryland’s economy continues to 
shrink, but recently has shown some renewed signs of 
life.  While payroll employment continues to fall, the 
rate of the decline has slowed in recent months.  
Increased federal spending should continue to keep the 
rate of employment cuts in Maryland lower than the 
national average, given the high exposure to the federal 
government sector in the state.  Trade in Maryland is 
still weak as the global market awaits a recovery.  Until 
trade recovers, we should expect additional job losses 
near the ports along with additional related businesses. 
 
The unemployment rate in Maryland has steadily 
increased.  In July the state’s unemployment rate 
averaged 7.3 percent, although this was significantly 
lower than the national average of 9.4 percent. The 
unemployment rate in the states’ largest MSA, 
Baltimore-Towson, increased to 8.0 percent, up from 
5.0 percent a year earlier. The second largest MSA, 
Bethesda-Frederick-Rockville, had a decrease in its 
unemployment rate in June, down to 5.7 percent, but 
that is still up from 3.5 percent a year ago. The MSA 
with the worst unemployment rate was Hagerstown-
Martinsburg (WV), at 9.6 percent. 
 
Single-family existing home sales in Maryland have 
shown steady improvement in 2009. According to 
Moody’s Economy.com, existing single-family home 
sales in the state increased in the second quarter by a 
stout 13.9 percent from the first quarter.  Home sales in 
the state were up by 3.5 percent from a year earlier – 
much better than the national decline of 2.2 percent 

 
 

sales in Baltimore-Towson up by 16.2 percent. Home 
sales increased the most in Cumberland, rising by a 
substantial 69.4 percent. 

over that period.  Home sales increased in all five of
Maryland’s MSAs during the second quarter, with  
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According to data from LP’s HPI, home prices in 
Maryland decreased by 11.2 percent in the 12 months 
ending in June, performing worse than the national 
average decrease of 7.8 percent.  On the bright side, 

home prices in Maryland have increased by 1.6 percent 
in the last three months, the largest three-month 
increase since July 2006. All of the state’s MSAs have 
seen falling home prices in the past year.  The three 
larger MSAs, Baltimore-Towson, Bethesda-Frederick-
Rockville, and Hagerstown-Martinsburg, have 
performed the worst with house price drops of 10.7, 
12.6, and 15.7 percent, respectively. The two smallest 
MSAs, Cumberland and Salisbury performed better, 
with house prices falling by 1.3 and 0.3 percent, 
respectively. 
 
Credit quality in Maryland is similar to the national 
average. According to the MBA, the rate of 
foreclosures started in the state was 1.31 percent 
(NSA) during the second quarter of 2009, rising by 19 
basis points from a quarter ago.  This compares with a 
national average of 1.36 percent.  The delinquency rate 
on all mortgages in the state was 8.74 percent, slightly 
less than the national average of 8.86 percent.  
Seriously delinquent loans were 7.25 percent, modestly 
below the national average of 7.97 percent.  At the end 
of the second quarter, 4.65 percent of all conventional 
prime mortgages and 27.43 percent of conventional 
subprime mortgages in Maryland were seriously 
delinquent.  The national averages were 5.44 and 26.52 
percent, respectively. 
 
 

(Continued on page 10) 
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Texas  
 
 
 
 
 

Even though the Texas economy is contracting 
there are a number of positive signs.  The state’s 
unemployment rate continues to rise, but is 
climbing at a slower pace than the national 
average.  While still depressed, single-family 
permits and starts have remained at a level much 
higher than their respective lows.  Manufacturing 
has looked better as of late with the pace of decline 
slowing in the last few months. 
 
The energy industry’s growing expectations of 
expansion is an additional sign of future recovery. 
According to Moody’s Economy.com, active drill 
rigs rose in June for the first time since last fall, 
but are still 60 percent below last December’s 
peak.  If oil prices rise as the global economy 
recovers, then the rig count should rise further.  A 
few solar energy companies have moved into 
Texas to hire qualified laid-off workers from the 
energy sector, and this should help stimulate the 
labor market. 
 
Labor markets continue to be weak in Texas, but 
they have performed better than the national 
average.  In July, the state’s unemployment rate 
averaged 7.9 percent, higher than its year-ago rate 
of 4.9 percent but lower than the national average 
of 9.4 percent. The state’s two largest MSAs, 
Houston-Sugar Land-Baytown and Dallas-Plano-
Irving, have nearly identical unemployment rates 
of 8.4 and 8.3 percent, respectively. The McAllen-
Edinburg-Mission MSA has the highest 
unemployment rate in the state at 11.6 percent. The 
border region has been particularly hard hit in this 
downturn, as trade with Mexico has stumbled. 
 
Single-family existing home sales in Texas have 
been weak, but are starting to display some signs 
of improvement.  According to Moody’s 
Economy.com, single-family home sales decreased 
by 17.4 percent during the four quarter period 

ending in the second quarter 2009.  While home 
sales have declined from a year ago they increased 
in the second quarter by 2.2 percent.  Another 
positive sign is that 16 of the 27 MSAs in Texas 
had home sales gains over the same period, with 
the majority of the larger MSAs being in the 
positive gains category.  The Houston-Sugar Land-
Baytown and Dallas-Plano-Irving MSAs had home 
sales growth of 3.5 and 7.3 percent, respectively.  
Home sales in the Fort-Worth-Arlington MSA, 
however, dropped by 2.6 percent. 
 
Because Texas home prices did not increase 
dramatically during the housing bubble, home 
prices in the state have been more stable than the 
national average.  According to data from LP’s 
HPI, home prices in Texas increased by 1.4 percent 
in the 12 months ending in June, performing much 
better than the national average decline of 7.8 
percent.  Over that period, Houston-Sugar Land-
Baytown and Dallas-Plano-Irving had house price 
gains of 3.2 and 1.7 percent, respectively.  Only 
four of the state’s MSAs did not have home price 
growth over the past year. 
 
Credit quality in Texas is significantly better than 
the national average.  According to the MBA, the 
rate of foreclosures started in the state was 0.77 
percent (NSA) during the second quarter of 2009, 
up by only two basis points from the prior quarter.  
This compares with a national average of 1.36 
percent.  The delinquency rate on all mortgages in 
the state was 8.79 percent, slightly less than the 
national average of 8.86 percent. The share of 
seriously delinquent loans in Texas was 4.68 
percent, which is far below the national average of 
7.97 percent.  At the end of the second quarter, 
only 2.35 percent of all conventional prime 
mortgages and just 15.06 percent of conventional 
subprime mortgages in Texas were seriously 
delinquent.  The national averages were 5.44 and 
26.52 percent, respectively. 
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be viewed as the market adjusting to these 
unsustainably high levels.  As a result, we 
have estimated the long-term trend in home 
sales without including the unusual period 
from 2002 to the present.  This trend is 
shown in figures 1 and 2 by the straight 
upward-sloping line, and it shows what a 
“normal” level of sales would be if we 
average away the short-term volatility in 
sales.  We also distinguish between the 
period of normal volatility and unusual 
volatility in the figures with a vertical line 
at the end of 2001. 
 
Comparing actual home sales in the post-
2001 period (the dotted line) with the trend 
level of sales clearly shows an overshoot of 
historical proportions in the first half of the 
period after 2001 – with the large drop 
below the trend line in recent years.  
Assuming that the long-term trend line is a 
reasonable representation of what the 
normal level of home sales would be, the 
charts show that new home sales in July 
were 443,000 units below their long-term 
trend (using a three-month moving average 
for home sales in 2009 to account for short-
term volatility and data revisions), while 
existing sales in the same month were 
474,000 units below (also using a three-
month average).  
 
(Continued on pg. 13) 
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There are many factors that determine the 
level of home sales.  On the demand side, 
some of these factors are: job growth; 
mortgage rates; housing affordability; 
household growth; the age structure of the 
population; household wealth; rents on 
competing residential units; and consumer 
tastes.  On the supply side, some of these 
factors are: availability and cost of land, 
labor, and building materials; cost and 
availability of construction financing, and 
competing uses for structures.  Together, 
these demand and supply factors determine 
the number of homes that are built and sold, 
and models (both simple and complicated) 
can be built to estimate and project the 
equilibrium level of home sales (where 
supply and demand factors are equal). 
 
A very simple way to determine the trend 
level of home sales is to look at a long time 
series of home sales – long enough to 
average-out the special factors and business 
cycle determinants of sales.  Figures 1 and 
2 show such time series for new and single-
family existing homes, respectively. 
 
A reasonable argument can be made that 
the housing market began to behave 
unusually in 2002, with sales increasing to 
record levels over several years by a series 
of unsustainable factors. Moreover, 
plummeting sales in the past few years can 
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Figure 1: New Home Sales Gap 

Source:  Census Bureau / Haver Analytics 

 
 
 
 
 

U
ni

ts
, t

ho
us

an
ds

 

 
 
 
 
 
 
 

2009 sales data equals 3-month average 



Taken together, total single-family home 
sales were more than 900,000 units under 
their long-term trend. 
 
Of course, actual sales of approximately 
900,000 units below the long-term trend 
doesn’t mean that sales should be that 
much higher today – only that they would 
be consistent  if the demand and supply 
factors were approximately at their trend 
levels.  Clearly the deep recession that the 
economy has been in, resulting in 
unemployment rates close to 10 percent, 
suggests that sales should be under their 
equilibrium level.  In addition, the surge 
in sales beginning in 2002 has to be 
reversed in order to get back to the long-
term trend on a sustainable basis.  The 
good news is that the overshoot of new 
sales appears to be completely reversed.  
On the other hand, the overshoot of 
existing sales has not yet been fully 
offset, according to the data in figure 2.  
This difference can be seen in the unsold 
inventory data.  Unsold new homes fell to 
271,000 units in July, the lowest level 
since 1993, while unsold single-family 
existing homes dropped to 3,300,000 units 
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in the same month – below the peak, but 
still well above average levels seen before 
2005.  Because new homes have to 
compete with existing homes for sale, the 
still large number of unsold existing units 
will undoubtedly hold new home sales 
down for a while.  We continue to expect 
existing sales to increase, but the level of 
sales will probably remain under the trend 
line for a while. 
 
The final point about the data shown in 
figures 1 and 2 is that home sales are 
rarely equal to their long-term trend – 
they are usually above or below it.  So 
while we can measure how many units the 
market is deviating from its long-term 
trend, it is likely that actual sales won’t 
increase to their trend and then stay there.  
Instead, sales are likely to remain below 
trend for a while, although rising, and 
then move above trend at some point in 
the future.  There is no reason to believe 
that housing won’t remain among the 
most cyclical of all sectors in the 
economy – although we can hope that the 
extreme volatility of home sales in this 
decade will prove to be an outlier. 
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Figure 2: Existing Home Sales Gap 

Source:  National Association of Realtors / Haver Analytics 

 
 
 
 
 
 

U
ni

ts
, t

ho
us

an
ds

 

 
 
 
 
 
 
 
 
 
 

2009 sales data equals 3-month average 

Page 13 



 
 

 
 
 
 

The PMI Forecast  
 
 
 

Page 14 

C
autionary Statem

ent:  
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Private Securities Litigation R
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ents include our expectations w
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ploym
ent trends, interest 

rates, and the housing, financial, and m
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arkets. R
eaders are cautioned that forw

ard-looking statem
ents by their nature involve risk and 

ecause they 
relate to events and depend on circum

stances that w
ill occur in the future. M

any factors could cause actual results and developm
ents to differ m
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 those 
expressed or im

plied by forw
ard-looking statem
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ong others, national or regional recessions, credit m

arket disruptions, changes in interest 
rates, housing prices and em

ploym
ent rates, foreclosure trends, financial and m
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arket perform
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 10-K
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ber 31, 2008 (in Item
 1A

) and ou
uarterly report on 

Form
 10-Q

 for the quarter ended June 30, 2009, filed A
ugust 7, 2009. W

e undertake no obligation to update forw
ard-looking statem

ents. 
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