
There is a lot of debate as to who is responsible for the housing crisis.  Although this does not 
apply to every homeowner who is now facing foreclosure, we know that some borrowers were 
put into homes or received types of loans for which they really did not qualify or understand.  
Mortgages are a complex product and process - even people with long-time banking experience 
can feel overwhelmed.  It is hard to point a finger to the one person or entity that caused this 
foreclosure crisis as so many persons are involved in the mortgage process. What we do know 
is that people were able to obtain mortgages because of lower credit standards.  In addition, 
products such as adjustable rate mortgages (ARMs), gave borrowers a false sense of financial 
capacity. 

A recent poll showed that despite increased news media coverage of the foreclosure crisis; 
almost 57 percent of the nation’s late-paying borrowers still do not know their lenders may 
offer alternatives to help them avoid foreclosure. A critically important service that community 
leaders can provide to their constituents is to inform them of the necessity of talking with the 
loan servicer or a qualified housing counselor as soon as they know they are going to have 
trouble making their payments.  Community leaders can also inform troubled homeowners of 
the many valuable resources at their disposal for addressing their mortgage problem. 

 

 “We’re All in This Together” - foreclosures are a lose-lose situation for everyone. 

 

How do foreclosures impact my community? 

There is no predictive, conclusive or comprehensive data that allows for broad 
generalizations about the effects of foreclosure. However, there are individual studies 
that serve as examples of the effects of foreclosure. 

 

The Center for Responsible Lending (CRL) projects that foreclosures on subprime 
home loans that were originated in 2005 and 2006 will lower nearby house values and 
taxes by $202 billion.  This amount represents the estimated loss in value of 40.6 
million homes that are located near subprime foreclosures.  CRL projects that in 
Texas, subprime foreclosures will depress the value of approximately 2.3 million 
neighboring homes to the tune of $2.8 billion. 

 

A study by Immergluck and Smith, who looked at the city of Chicago’s foreclosures, 
reports that property values on homes neighboring a foreclosed house dropped, on 
average, by 0.9 percent. Each additional foreclosure on the block lowered values an 
additional 0.9 percent. The impact was even higher in lower-income neighborhoods, 
where each foreclosure dropped nearby home values by an average of 1.44 percent. 

(Continued on page 2) 

Frequently Asked 
Questions About 

Foreclosure 

Purpose of the Texas Foreclosure Prevention Task Force 

The purpose of the Texas Foreclosure Prevention Task Force is to reduce 
home foreclosures and the impact of foreclosure on Texas families and 
communities. There are four subcommittees charged with meeting the task 
force goals: 

Outreach & Education  Counseling 

Strategy                       Resource Development & Outcomes 
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The impact of foreclosures does not just affect neighboring homes. A study by Apgar, Duda and Gorey looked at the cost of 
foreclosure in Chicago and found that a single mortgage failure, especially one that leaves the home vacant and unsecured, can 
impose tens of thousands of dollars on cash-strapped city and county agencies.  Municipalities’ expenditures include increased 
police and fire protection, building inspections, legal fees, and expenses associated with managing the foreclosure process. When 
foreclosure leads to demolition, the municipality faces additional property tax losses because it must remove the assessed value of 
the structure from its tax roles. Municipal revenues are also reduced by delayed and uncollected taxes and unpaid service fees. 

 

Why should we bail out troubled or at-risk homeowners? 

 

Foreclosures impact the quality of life for communities and neighborhoods. Outreach to prevent unnecessary foreclosure and 
stabilize communities is important for the following reasons: 

 

• State and local municipalities face a decline in tax revenues, and demand for services, such as police, fire and others 
dealing with vacant and abandoned properties, increase. 

• The impact on state governments and municipalities losing state-and-county run investment pools used to support state 
and city services. 

• Foreclosed/unsold properties that can become expensive to maintain. 

• Vacant properties that lead to increased crime and other problems within a neighborhood. 

• The devastating impact on homeowners and their families, ruining their credit, affecting their jobs, and interfering with 
children’s schooling. 

• The impact on the marketplace – foreclosures usually sell far below market value. 

• The impact on housing values even for those not going through foreclosure. 

• The tightening of credit for those homeowners with prime loans or solid credit histories. 

• The loss of many Americans’ principal investment opportunity and chance to get ahead. 

 

3.  How can I become actively involved? 

Most importantly, be aware of how foreclosures are affecting families within the communities you serve.  You can 

 

• Sponsor or advocate for policies or legislation that will mitigate or prevent foreclosures. 

• Be a conduit of information.  Support and promote resources such as the HOPE hotline, 1-888-995-HOPE (open 24/7, 365 
days) and the work of the Texas Foreclosure Prevention Task Force. 

• Begin a dialogue with the lenders, servicers, and HUD-approved housing counselors in your area. 

• Be sensitive to the ethnic diversity in your area and establish relationships with religious or service agencies that non-English 
speakers may trust. 

• Keep your eyes and ears open.  Someone may be struggling right under your nose.  Don’t assume that because you do not see 
evidence of foreclosures in your neighborhood that it is not happening. 

• Early intervention is the key!  Encourage homeowners not to avoid phone calls or letters from their 
lenders.  The longer they do nothing, the fewer the options and the more expensive a foreclosure process 
will be. 

• Let homeowners know that lenders are eager to avoid foreclosures, too.  Foreclosures are a lose-lose 
situation for everyone.  If they do not wish to contact their lender first, they can call the HOPE hotline or 
contact a HUD-approved counseling agency that will help them assess their options. 

• Alert them to foreclosure rescue scams that could cost more money and cause them to lose their 
home. 

 



 

4.  How long is the crisis going to last? 

No one knows the answer or can predict the future.  However, statistics show we are at the beginning of the wave.  Through the efforts 
of the HOPE Now Alliance and Texas Foreclosure Prevention Task Force, we are hoping to keep the crisis from becoming 
unmanageable.  In general, rural areas are faring better because their economies are more self-sufficient.  However, there are still a 
series of challenges that face consumers nationwide: 

 

• Americans are growing increasingly concerned about the economy.  Factors that may exacerbate the housing slump are loss 
of jobs and the rising costs of food and fuel. 

• Foreclosures can depress property values.  The U.S. Treasury predicts house prices could fall another 10% to 15% before 
touching bottom. 

• Moody’s Economy.com estimates that one in 12 American families with mortgages, four million in all, already owe more 
than the current value of their homes. They are said to be "underwater." The firm predicts that by early 2009 nearly one in 
four, or 12 million, homeowners will be underwater. Most will continue to pay mortgages on time.  Some are walking away 
from these loans. 

• There still remains a large volume of sub-prime loans and a larger volume of Alt-A loans subject to interest rate resets.  Many 
of these types of loans have been at the heart of the problems consumers are having making their mortgage payments. 

 

According to the Wall Street Journal, of the 80 million houses in the U.S., about 55 million have mortgages: 

 

• Of those, four million are behind on payments. 

• Foreclosure proceedings were begun on about 1.5 million homes last year, up more than 50% from 2006. 

• Many economists project this year will be worse. 
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