Home Foreclosures Are Not A Repeat of 2008

The real estate market of today is fundamentally different in so many ways

Recent reports from ATTOM, a prominent property
data provider, have shown an increase in foreclosure
filings, raising concerns among investors and the
general public. The rise of 2% compared to the
previous quarter and 8% from one year ago might
seem alarming when juxtaposed with the traumatic
memories of the 2008 housing market crash.

However, it is crucial to interpret these numbers within
the broader context of the current real estate
landscape. Contrary to what media headlines might
suggest, the data points towards a different path, and
it is essential for investors to understand why the
situation is not indicative of an impending foreclosure
crisis.
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Strong Market Fundamentals

Unlike the 2008 housing crisis, today's real estate
market is underpinned by much more robust
fundamentals. Over the past decade, the housing
sector has been subject to increased regulation and
supervision, making lending practices more stringent
and reducing the likelihood of subprime mortgages
that fueled the previous meltdown. Furthermore,
economic conditions have generally been favorable,
with low unemployment rates and steady wage
growth supporting homeowners' ability to meet their
mortgage obligations.

Home Equity Levels

One of the primary reasons why the current
foreclosure situation differs significantly from 2008 is
the substantial increase in home equity. In recent
years, property values have appreciated steadily,
allowing homeowners to build equity in their homes.
Consequently, many homeowners are better
positioned to weather financial challenges without
resorting to foreclosure. Home equity acts as a
cushion, providing a safety net against negative
equity scenarios that were prevalent during the 2008
crisis.
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Government Initiatives and Moratoriums

In response to the COVID-19 pandemic, various
governmental agencies implemented foreclosure
moratoriums and relief programs to support struggling
homeowners. These measures provided temporary
assistance to those facing financial difficulties,
preventing a sudden surge in foreclosures that would
otherwise have been experienced during an economic
downturn. As the pandemic subsided and the
economy regained strength, the need for such
programs diminished.

Diverse Buyer Demographics

The housing market is now driven by a more diverse
group of buyers, including millennials and Gen Z, who
have entered the housing market in significant
numbers. This demographic shift has created new
demands and housing preferences, fueling a resilient
and dynamic real estate market. The broader range of
buyers helps stabilize the market, reducing the
chances of a sudden downturn like that of 2008.

What the Data Tells Us

While the recent rise in foreclosure filings may have
caught the attention of media headlines, it is crucial
for investors to keep the broader context in mind. The
real estate market of today is fundamentally different
from the conditions that led to the 2008 crisis. While
some localized challenges may arise in certain
regions, the data suggests that a widespread
foreclosure crisis is not on the horizon.

As always, investors should approach their real estate
decisions with careful consideration, but they can find
solace in the fact that the market is far better
positioned to weather economic fluctuations
compared to the tumultuous times of 2008.
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