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Summary 
 
Mortgage delinquencies continued to increase with the prolonged downturn in the economy 
however foreclosure prevention activity increased and more importantly, the nature of 
foreclosure prevention actions1 is changing in light of extended hardship situations and to 
assist more borrowers. Loan modification volumes reflect modifications from the 
Streamlined Modification Program initiated in November 2008 but not from the Home 
Affordable Modification program announced in March 2009, which was still in 
development.  
 
Mortgage Performance  
 
• Mortgage delinquencies continued to increase. Approximately 173,700 more loans 

became 60 days or more delinquent in the first quarter of 2009. Loans 60-plus-days 
delinquent increased 19 percent during the first quarter to 1.1 million.  
 

• One in 10 nonprime loans was 60-plus-days delinquent at the end of March 2009 
compared with three in 100 prime loans. Nonprime loans accounted for 16 percent of the 
total 30.4 million first-lien residential mortgages owned or guaranteed by the 
Enterprises.  

 
Foreclosure Prevention Actions  
 
• Completed actions to prevent foreclosure rose substantially in the first quarter to 

approximately 86,600, an increase of 20 percent over the prior quarter and more than 
double the volume in the same period of the previous year.  
 

• Home retention actions—actions that result in a borrower retaining their home—
accounted for 90 percent of these actions completed during the first quarter, which is 
consistent with the proportions of foreclosure prevention actions completed over the past 
year. The remaining 10 percent of actions were nonforeclosure home forfeiture actions, 
such as short sales and deeds in lieu of foreclosure. 

 
Loan Modifications  
 
With increasing numbers of borrowers experiencing long-term hardship such as curtailment 
or loss of income, the Enterprises have intensified focus on more suitable foreclosure 
prevention alternatives which address that type of hardship. Loan modifications allow 
servicers to reduce borrowers’ payments of principal and interest by modifying the terms of 
the loan. Modification often is more successful in addressing long term hardships than 
repayment plans or delinquency advances, which increase borrowers’ payments. 
 

                                                 
1 Foreclosure prevention actions include loan modifications, repayment plans, forbearance plans, charge-offs in 
lieu of foreclosure, delinquency advances, short sales and deeds in lieu of foreclosure.  



Federal Housing Finance Agency  Foreclosure Prevention Report 
  First Quarter 2009 
                                                                                                                                                     

3 
  
 
 

• Loan modifications experienced the strongest growth of foreclosure prevention actions 
during the first quarter as the Enterprises intensified their efforts. Completed loan 
modifications increased by 57 percent over the prior quarter to 37,300 and more than 
doubled compared to the first quarter of 2008.  
 

• Loan modifications accounted for 43 percent of all completed foreclosure prevention 
actions in the first quarter of 2009, up from 33 percent in the prior quarter.  

�

• The vast majority of loan modifications completed during the first quarter involved both 
term extensions and rate reductions. Recent loan modification efforts have focused on 
lowering borrowers’ monthly payments, and half of loan modifications completed in the 
first quarter of 2009 resulted in borrowers’ payments decreasing by 20 percent or more, 
compared to only 2 percent in the first quarter of 2008. This development reflects 
growing success at both Enterprises in directing servicers to explore all available options 
for loan modification with delinquent borrowers. 

 
Foreclosures  
 
• Foreclosure starts increased substantially in the first quarter, up by 63 percent over the 

prior quarter to 243,800, reflecting increases in the number of delinquencies and 
transitions to later stage delinquency. The increase in the number of foreclosure starts on 
prime borrowers versus for nonprime borrowers reveals the impact of the deteriorating 
economy on borrowers who were previously considered higher credit quality. Foreclosure 
starts on prime borrowers in the first quarter of 2009 were 2.6 times higher than in the 
same period of 2008. Foreclosure starts on nonprime borrowers were nearly double the 
number in the same quarter of 2008. 

 
• Despite the Enterprises’ temporary suspension of foreclosure sales on owner-occupied 

properties for most of the first quarter of 2009, completed foreclosure sales and third-party 
sales during the quarter increased by 17 percent over the prior quarter to 41,800.�

 
�
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Introduction�
 
This Federal Housing Finance Agency (FHFA) Foreclosure Prevention Report for the first 
quarter of 2009 presents key performance data on first-lien residential mortgages serviced 
on behalf of the Federal National Mortgage Association, or Fannie Mae, and the Federal 
Home Loan Mortgage Corporation, or Freddie Mac, by more than 3,000 servicers. Fannie 
Mae and Freddie Mac are referred to in this report as “the Enterprises.” 
 
This is the fifth quarterly report completed by FHFA. This report presents and analyzes 
trends in mortgage delinquencies and in the level of assistance offered to borrowers in 
danger of foreclosure. 
 
Mortgage Portfolio Size and Composition   

 
The Enterprises’ aggregate mortgage portfolio decreased by approximately 183,400 loans or 
0.6 percent compared to the fourth quarter of 2008 as a result of loan liquidations outpacing 
new purchases and issuances.  
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The number of both prime and nonprime first-lien residential mortgages decreased, however 
nonprime mortgages decreased by a higher percentage than prime mortgages. The decrease 
in the number of nonprime loans reflects actions taken by both Enterprises to increase the 
credit quality of new business and continues a trend seen over the past year. The Federal 
Housing Administration and Veterans Administration (FHA/VA) are guaranteeing an 
increasing share of nonprime loan originations.  
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Making Home Affordable Program  
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Making Home Affordable Program—Status Update 

As of June 15, 2009, 15 of the largest servicers representing roughly 75 percent of first 
mortgages nationwide had signed agreements to participate in the modification program. 
The agreement requires that servicers review every potentially eligible borrower who 
inquires about program consideration. Servicers have been directed to suspend foreclosure 
on owner-occupied properties until a borrower’s eligibility for the Home Affordable 
Modification program has been verified.  
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Key Findings 
 
Mortgage Performance  
 
Mortgage delinquencies continued to increase during the first quarter as the weak economy 
persisted. The number of loans in all stages of delinquency increased. However prime loans 
had larger increases in delinquency volumes and delinquency rates, a trend associated with 
the weak economy, particularly rising unemployment rates, impacting borrowers who 
previously had good credit. 
 
Approximately 173,700 more loans became 60-plus-days delinquent in the first quarter of 
2009. Loans 60-plus-days delinquent increased by 19 percent in the first quarter to 1.1 
million.  
 
Credit scores at origination are a measure for predicting the likelihood that a borrower 
would become delinquent in the future. Consistent with expectations, loans with lower credit 
scores at origination had a higher delinquency rate than loans with higher credit scores at 
origination. At the end of March 2009, one in 10 nonprime loans (9.7%) was 60-plus-days 
delinquent compared with three in 100 (2.5%) prime loans.  
 

60-plus-days Delinquency Rates
Delinquency rates continued to rise...
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Serious delinquent mortgages (90-plus-days delinquent or in the process of bankruptcy or 
foreclosure) also increased during the first quarter of 2009. The serious delinquent rate rose 
to 2.8 percent at the end of the first quarter of 2009 from 2.1 percent in the prior quarter and 
nearly tripled compared to the first quarter of 2008.  
 
Although the Enterprises’ delinquencies continued to increase during the first quarter of 
2009, the rate is consistently lower than the industry average. As of March 31, 2009, the 
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percentage of Enterprises’ mortgage loans that were seriously delinquent was 2.8 percent, 
compared with 4.4 percent for VA loans, 7.4 percent for FHA loans, and 7.2 percent for the 
industry average and 24.9 percent for subprime loans. 
 

Serious Delinquent Rates
Although delinquencies are rising, the Enterprises' 

delinquency rate is consistently lower than the industry 
average

2.1%1.5%
2.8%1.2%1.0%

7.4%7.0%
6.1%5.4%5.6%

4.1%3.5%
4.4%3.0%2.9%

19.6%
17.9%

16.4%

23.1%
24.9%

6.3%5.2%4.5%
7.2%

4.0%

0%

5%

10%

15%

20%

25%

30%

1Q08 2Q08 3Q08 4Q08 1Q09

FHA

Enterprises
VA

Industry

Subprime Loans

Source: Fannie Mae and Freddie Mac; National Delinquency Survey from Mortgage Bankers Association - First Quarter 2009 

 
The population at greatest risk of high foreclosure rates is that of borrowers whose loans are 
not subject to the Enterprises’ contractual requirements. These loans are often bundled in 
private-label securities and represent the highest numbers of serious delinquencies.  
 

As of 3/31/09
Numbers of loans 
(millions)
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The Enterprises are working to assist more of the borrowers whose loans they own or 
guarantee and they have worked with other industry participants to identify barriers to broad 
adoption of the Making Home Affordable programs by the private-label securities 
community. FHFA also is working to remove barriers to broader acceptance of the 
modification program, including developing and testing a net present value model for first 
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mortgage modifications that meets the requirements of most private-label securities pooling 
and servicing agreements.  
 
Foreclosure Prevention Actions Completed 

 
Completed actions to prevent foreclosures rose substantially in the first quarter of 2009. 
Approximately 86,600 of these actions were completed in the first quarter, an increase of 20 
percent over the prior quarter and more than double the volume in the first quarter of 2008. 

 
Actions that allow borrowers to retain their homes—repayment plans, forbearance plans, 
charge-offs in lieu of foreclosure, delinquency advances and loan modifications—accounted 
for 90 percent of completed foreclosure prevention actions, consistent with the proportions 
of these actions over the past year. Foreclosure prevention actions that result in borrowers 
forfeiting their homes are short sales and deeds in lieu of foreclosure. Volumes of both types 
of foreclosure prevention actions increased in the first quarter.  
 

Foreclosure prevention actions completed are rising
(number of loans in thousands)
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Home Retention Actions Completed 

 
As the Enterprises directed servicers to ramp up foreclosure prevention activity, volumes of 
all categories of home retention actions except delinquency advances increased during the 
quarter.  
 
Completed repayment plans in the first quarter of 2009 increased by 30 percent over the 
fourth quarter of 2008 to 17,300. The increase in repayment plan volumes is partly seasonal, 
driven by income from individual tax filings, which allowed some delinquent borrowers to 
successfully complete initiated repayment plans. However starting in late 2008, the 
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Enterprises began working to help borrowers earlier. Reaching borrowers earlier improves 
the likelihood that repayment plans will be successful because the borrower has less overdue 
money to repay. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Completed loan modifications increased 57 percent over the prior quarter to 37,300 and 
more than doubled compared to the first quarter of 2008, making this the category of 
foreclosure prevention actions to show the most growth. With increasing numbers of 
borrowers experiencing long-term hardship such as curtailment or loss of income, the 
Enterprises have intensified focus on more suitable foreclosure prevention alternatives 
which address that type of hardship. Loan modifications allow servicers to reduce 
borrowers’ payments of principal and interest by modifying the terms of the loan. 
Modification often is more successful in addressing long-term hardship than repayment 
plans or delinquency advances, which increase borrowers’ payments. 
 
The volume of delinquency advances from Fannie Mae’s HomeSaver Advance (HSA) 
funding program declined. The HSA program advances new, unsecured loans to cure past 
due amounts to delinquent borrowers who are able to make future scheduled payments but 
unable to pay past due amounts. For the first six months, the note does not accrue interest 
and requires no payments. Fannie Mae is deemphasizing the HSA program – which is more 
applicable to temporary hardships – and focusing on increasing loan modifications.  
 

Home Retention Actions Completed
Loan modifications are increasing 

(number of loans in thousands)

16 15 13
24

37
18 16 15

13

17

1
17 27

26

20

0

20

40

60

80

100

1Q08 2Q08 3Q08 4Q08 1Q09

Other

HomeSaver 
Advance (Fannie)

Repayment Plans

Loan Modifications

) ����������������������
�
����$�
��
�����
�*��������������



Federal Housing Finance Agency  Foreclosure Prevention Report 
  First Quarter 2009 
                                                                                                                                                     

10 
  
 
 

Loan Modifications Completed 
 
The vast majority of loan modifications completed during 
the first quarter involved both term extensions and rate 
reductions. This development reflects growing success at 
both Enterprises in directing servicers to explore all options 
for loan modification with delinquent borrowers. 
 

 
 
The traditional loan modification approach of capitalization 
and reinstatement modifications that allowed borrowers to 
bring loans current by amortizing past amounts over the 
remaining life of a loan changed in late 2008 to address 
mortgage delinquencies caused by income losses or 
excessive debt.  
 
The historical approach to loan modifications usually 
increased a borrower’s mortgage payments, which is not a 
viable solution under such circumstances and would not 
likely improve the performance of the loan.  
 
In late 2008, the Enterprises’ started to direct servicers to 
explore the full breadth of available loan modification 
options with delinquent borrowers, with an emphasis on 
lowering borrower monthly payments. Under delegated 
authority by the Enterprises, servicers are able to extend the 
term of the loan and reduce interest rates down to 2 percent.  
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Loan Modifications by Type - 1Q09
The bulk of loan modifications involve both rate 

reductions and term extensions
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Loan modifications in each successive quarter over the past year have resulted in a greater 
proportion of loans with higher reductions in monthly payments. Eighty-three percent of 
loan modifications completed in the first quarter of 2009 resulted in borrowers’ payments 
decreasing, compared to only 16 percent in the first quarter of 2008. This trend reflects the 
Enterprises’ renewed focus on making payments more manageable for borrowers. 
Consequently, all other things being equal, loans modified in more recent quarters would be 
expected to perform better than loans modified in prior quarters. It is too early to determine 
whether re-defaults rate will fall.  
 
The percentage of loans current three months after modification was at least 50 percent 
during 2008.  However, the percentage of loans current six months after modification was 
below 50 percent and fell to 37 percent in the most recent quarter.  
 

Performance of Modified Loans  
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Modified Loans - Size of Payment Change 

Recent loan modifications are focused on reducing borrowers' 
monthly payments  
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The Home Affordable Modification program (HAMP) was in development during the first 
quarter of 2009, so no HAMP results are reported.  Modifications under the HAMP require a 
three-month trial period for the borrower to demonstrate the ability and willingness to make 
the new payment. Modifications under this program will be reported after the trial period is 
completed. 

Nonforeclosure Home Forfeiture Actions Completed 
 
Nonforeclosure home forfeiture actions (short sales and deeds in lieu of foreclosure) 
completed during the first quarter of 2009 were 28 percent higher than the prior quarter at 
8,600. Short sales accounted for 93 percent of the nonforeclosure home forfeiture actions 
completed during the quarter. 
 
 

Nonforeclosure home forfeiture actions continue to rise with majority of 
completed actions involving short sales
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Foreclosures  
 

New Foreclosures Initiated 

Foreclosure starts increased by 63 percent in the first quarter over the prior quarter to 
243,800, reflecting increases in the number of delinquencies and transitions to later stage 
delinquency. The number of foreclosure starts on prime borrowers increased more than for 
nonprime borrowers, revealing the impact of the deteriorating economy on borrowers who 
were previously considered higher credit quality. At 151,600, foreclosure starts on prime 
borrowers in the first quarter of 2009 were 2.6 times higher than in the same period of 2008. 
Foreclosure starts on nonprime borrowers, at 92,200, were nearly double the number in the 
same quarter of 2008  
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Foreclosure starts increased substantially in the first quarter
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The most frequently cited cause of default was curtailment of income (36 percent). The next 
four most frequently cited reasons were excessive obligations (19 percent), unemployment 
(8 percent), illness of the principal mortgagor or a family member (6 percent), or marital 
difficulties (3 percent). 
 
Foreclosures Completed 

Completed foreclosure sales and third-party sales in the first quarter increased by 17 percent 
over the prior quarter to 41,800. The Enterprises temporarily suspended foreclosure sales on 
owner-occupied properties from November 26, 2008 through January 31, 2009 and during 
the last two weeks of February 2009. The suspension reduced completed foreclosure sales in 
December 2008 and January 2009. However completed foreclosure sales surged in February 
when the moratorium on foreclosures was lifted during the first half of February. The 
moratorium ended on March 6, 2009. 
 

Completed foreclosure sales and third-party sales have fluctuated since 
November 2008
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In March, servicers were directed to suspend foreclosure on owner-occupied properties until 
borrowers’ eligibility for the Home Affordable Modification Program had been verified, so 
the number of foreclosures was less than monthly volumes prior to the moratorium. Vacant 
and non-owner-occupied properties were allowed to proceed to foreclosure. 
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