Md. foreclosures highest in 4 years
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Foreclosure filings in Maryland hit their highest level in nearly four years, since before the onset of the subprime mortgage crisis, according to recently released figures, but a state official said Wednesday that this is the result of lenders venturing back into a brightening housing market. 

One in every 156 homes in the state is in some stage of the foreclosure process, according to Irvine, Ca.-based RealtyTrac’s latest quarterly report, and Maryland ranks 12th in the nation for the worst rate of foreclosure, up from 16th-worst in the first quarter of 2009. 

Even more striking, however, is the more than 800 percent jump in notices of foreclosure sales, compared to the third quarter of last year, one of the more specific statistics monitored by RealtyTrac. That statistic refers to the number of homes that have defaulted on their mortgages and actually been listed for sale or auction by the lender. 

Clarence Snuggs, deputy secretary of the Maryland Department of Housing and Community Development, said this figure indicates that more lenders are willing to take foreclosed properties to the market, a notable difference from a year ago, when fewer homes were changing hands. 

“More of the activity that’s going on today is a result of prime loans, and it’s affecting folks for different reasons,” he said. “People are losing jobs, they’re losing bonuses, their incomes are being reduced. … That’s creating an issue.” 

At the same time, the number of bank-owned properties in Maryland has held steady at around 2,000, indicating that lenders are hesitant to take possession of distressed homes. 

“Based on recent sale activity, now is a good time to see if this is a good time for the market to absorb that inventory,” Snuggs said. “I think third parties are buying these properties, and lenders are saying, this is a good time to clean out this inventory.” 

Maryland’s increase in foreclosure filings, however, is far outpacing the rise in filings nationally. The state’s 14,803 filings represent an 85.6 percent rise over the third quarter of 2008, while the nation as a whole has seen a 22.5 percent rise. 

On a month-by-month basis as well, the state has seen a far higher rate of increase in foreclosure filings than the rest of the country. Maryland had 23 percent more filings in September than in August, while that figure fell nationally by 4.1 percent. 

For at least the eighth quarter in a row, Prince George’s County led the state with the highest rate of filings, with one in every 72 houses in some stage of distress. As a percentage of the total number of housing units, it was followed by Charles County, Frederick County, Calvert County and Baltimore City. 

Roy A. Miller, a housing counselor with Belair-Edison Neighborhoods Inc., a community development group in Northeast Baltimore, said that more and more he is seeing homeowners with good loans come to him for help. 

“It’s been busy. I’m mostly noticing people out of work. I’m not seeing predatory lending as much,” he said. “Even some good loans, people have just loss of income. There has been a lot of furloughs, a lot of layoffs.” 

Nationally, many observers are worried by predictions of a coming wave of mortgage rate resets on loans known as ARMs — adjustable rate mortgages — which are typically made with a low introductory rate that ticks up to a higher rate after two or three years of payments. 

A study last month by Fitch Ratings showed that $134 billion of these ARMs will reset over the next two years. Of the $189 billion of securitized Option ARM loans outstanding, 37 percent are 90 or more days behind on payments, while 46 percent are at least 30 days late. 

Despite the gloomy outlook, Miller, or Belair-Edison, said he was still optimistic. 

“Filings don’t necessarily equate to foreclosures. You have a lot of people who have a filing and it never goes to foreclosure, it’s just that they’ve defaulted on their loans,” he said. “We haven’t lost very many. Unless somebody just doesn’t want a house anymore, they’re keeping it. … I’ve got to be hopeful. I’ve got to be optimistic. 

“I think you have a more educated client. Some of the guidelines and the [regulations] on the pre-purchase side have gotten stiffer. I think you’ll start to see the economies turn and values go up. Whether that will open the door for these peculiar types of lending we’ve seen in the past, I don’t know. … Right now we just have to try and help as many people as possible.”
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