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Foreclosures, Refinancing Up, Sales Mixed in August
By David Turcotte
Foreclosure deeds, petition filings (order of notices)
and refinancing (mortgages) were higher in most
communities last month, while Lowell and Haverhill
bucked regional trends with moderate increase in sales
(deeds) when compared to August of 2009. Lawrence
experienced the largest foreclosure rate increase at
180% with 28 foreclosure deeds recorded in August
2010 compared to only 10 during the same month in
2009. Nevertheless, last month’s total was five less
than the 33 foreclosure deeds filed in July 2010. Lowell
saw a 131% increase from 16 to 37, while Haverhill
foreclosure deeds recorded went up 52% from 11 to 20
when comparing August 2009 to 2010. Towns within
the Middlesex North Registry of Deeds witnessed a
dramatic 243% increase from 7 to 24 during the same
period. Conversely, Methuen experienced a modest

17%, increase in foreclosure deeds from 6 in August
2009 to 7 last month.
Another disturbing item was increases in order of
notices, also known as “foreclosure petitions” (the first
formal step in the foreclosure process). Generally,
most orders of notice result in a foreclosure auction and
filing, making it a good indicator of how the foreclosure
problem will look in the future. Middlesex North
Registry of Deeds’ towns had an overall increase of
120% when comparing August 2009 and 2010. Lowell
experienced an increase in order of notices recorded at
56%, followed by Haverhill (52%), Lawrence (38%),
and Methuen (27%). This increase in “foreclosure
petitions” reverses the downward trend within major
cities in the Merrimack Valley and notably was the first
Con’t on pg 3
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As Foreclosures Go Up, Values Go Down
By Richard P. Howe Jr.
When will housing prices hit bottom and begin to
rebound? That is the question I am asked most often
these days. While unemployment, the stock market
and the overall economy all play a part, the volume of
foreclosures is also a big contributor to the direction
of the market. Our statistics show that the rate of
foreclosures remains steady and may have even
increased slightly, so it is appropriate to quantify the
impact of foreclosures on home prices.
During 2008, there were 376 foreclosures of all types
in the city of Lowell. At the auctions, 98% of these
properties were purchased by the foreclosing lender
with a third party being the high bidder for just 2%
of the properties. As of August 31, 2010, 355 of the
367 bank-purchased properties (97%) had been sold to
third parties with only 12 properties remaining unsold
in the hands of the lenders.
While most of the 2008 foreclosures are now in the
hands of new owners, the process was a slow one. At
a traditional foreclosure auction, the high bidder is
required to sign a purchase agreement that provides 30
days to pay the amount bid and receive a foreclosure
deed. This month-long interval is intended to give
the high bidder time to line up financing and to do
everything else that goes into purchasing real estate.
Legally, however, the foreclosure deed can be recorded
at the registry of deeds the day after the auction. You
would assume that in the case of the foreclosing
lender also being the purchaser at foreclosure – which
is what happens 98% of the time – the sale could be
consummated very quickly. That has not proven to
be the case. For the 2008 foreclosures, the average
time interval between the foreclosure auction and
the recording of the foreclosure deed was 110 days –
nearly four months.

Because banks and mortgage companies are in
the business of lending money and not of owning
property, when they become the owner of real estate
at a foreclosure auction, they immediately put the
foreclosed property on the market, often at a reduced
price. But these formerly foreclosed properties don’t
sell quickly: the 355 from 2008 that have been resold
remained on the market for an average of 157 days
– just over 5 months – from the recording of the
foreclosure deed until the sale to a third party. When
the time interval from the auction to the third party sale
is measured, we are left with a period of 267 days –
nearly 9 months – during which the average foreclosed
home is left unoccupied.
The foreclosure, the long period of vacancy and
neglect, and the propensity of lender-owners to
discount asking prices to encourage faster sales all
combine to drastically reduce the value of these
foreclosed properties. To quantify this diminution
in value, I randomly selected 75 properties that had
foreclosure sales in 2008 and compared the city of
Lowell’s FY2008 assessed value for each of them with
the price for which the property sold to a third party
buyer post-foreclosure. The average assessment was
$268,601. The average post-foreclosure sales price
was $146,992, a drop in value of 45%.
Unfortunately, the drastic price declines seen in
foreclosed property spill over into the broader real
estate market, dragging down the values of all other
properties in the vicinity. Until the rate of foreclosures
declines significantly, the current stagnation in real
estate is likely to continue.
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On the positive side, refinancing (mortgages) were up
in most community, with the exception of Lawrence
experiencing a slight 10% decline. Contrary to recent
regional and national trends, sales activity (deeds
filed) increased in Lowell by 16% and Haverhill by
4% last month when compared to August 2009. This
is significant because deed filings have noticeably
declined since the expiration of the homebuyer tax
credit, indicating that many observers may have
overreacted to the expected drop in sales activity in
July. Nonetheless, both Lawrence and Methuen saw
34% fewer deeds filed last month than in August 2009.
What trends should we expect to see over the last four
months of 2010? Considering the Merrimack Valley
has higher unemployment than the statewide average,

deed recordings should remain lower than last year in
most communities, but the unexpected sales increases
in Lowell and Haverhill raises the possibility of
occasional spikes in deed filings. It will be interesting
to see if Lowell and Haverhill can duplicate this
increase in September. Regardless, most economists
agree that a prerequisite for prolonged increased
sales activities is sustained growth in the regional
economy and noticeable reduction in unemployment.
Accordingly, we anticipate foreclosures will remain
high throughout the region, but it’s important to see
if foreclosure petitions increase again in September
or whether August was just a short-term deviation. In
addition, if the Feds continue to keep interest rates at
these record lows, mortgage (refinancing) deeds filed
should continue slightly above last year numbers.
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