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About the Monitor
The Core Mortgage Risk Monitor (CMRM) is a quarterly publication tracking an economic index that forecasts the relative risk of 
residential mortgage loan delinquencies due to fraud propensity and collateral risk, house price dynamics, and the health of the 
local market economy. An elevated Core Mortgage Risk Index signals the increased potential for fi nancially disruptive and costly 
economic consequences for consumers, their local community, and mortgage fi nanciers. The CMRM tracks this risk in 379 
metropolitan markets across the United States representing more than 89 percent of the U.S. population. For more information 
about the Core Mortgage Risk Monitor contact contact Dr. Mark Fleming, First American CoreLogic at mfl eming@corelogic.com.

Executive Summary
Relative to the base period of Q1 2002, the Q2 2007 Core Mortgage Risk Index (exhibit 2) is holding relatively steady, posting 
a small, 6% increase, bringing the index back to the base period level.  The moderation of the Index in recent quarters is driven 
by continued moderation in house prices, relatively stable economic health at the national level, and a stabilization in fraud and 
collateral risk. 
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Exhibit 1

Q2 2007 National Core Mortgage Risk Map by MSA



National Core Mortgage Risk Index Trend 2002-Present
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As house prices stabilize, we are entering a transitional period where the risks associated with rising delinquencies and 
foreclosures can have a concentrated and contagious impact on local markets. The Fraud and Collateral Risk Index (exhibit 
3) is stabilizing at a relatively high level not reached in recent years, while the Foreclosure Index (exhibit 4) is expected to 
continue rising despite relatively unchanged employment conditions and a stabilization of house prices. Overall the CMRM data 
reveals continued turbulence in the residential real estate sector that is affecting local economies across the country.

One of the most compelling, yet least surprising fi ndings this quarter is that the Foreclosure Index has increased dramatically, 
posting a 10.5% increase over last quarter. Foreclosures are rising as the inevitable result of increasing delinquency rates 
currently experienced in the non-prime sector. Not only has the overall national Foreclosure Index risen, but certain markets 
are posting dramatic increases, particularly the upper Midwest and Ohio. This is illustrated by the Core Mortgage Risk Map 
(exhibit 1), whose results are based on a model that closely considers foreclosures. In fact, many of this quarter’s riskiest 
market rankings are in part due to high foreclosure rates.

Exhibit 2

Exhibit 2

Fraud and Collateral Risk Index Trend

Exhibit 3
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A recent study performed by First 
American CoreLogic indicates 
that there is a strong correlation 
between fraud and collateral risk 
and foreclosure rates. The study of 
more than 150,000 loan transactions 
revealed that for every one percent 
increase in the local market 
foreclosure rate, the likelihood of 
fraud increases by approximately four 
percent. A rising foreclosure rate, 
in part due to the pressures of ARM 
resets as well as other fundamental 

economic factors, has placed upward pressure on the fraud and collateral risk index. This upward pressure is expected to continue 
throughout 2007 and into 2008 as the markets continue to digest payment resets. These effects are likely to be geographically 
concentrated since foreclosures and economic stress are concentrated in specifi c markets.

The national house price appreciation rate  (exhibit 5) is currently estimated at 5%, slightly less than the 6.8% appreciation rate 
estimated in last quarter’s monitor. The pace of change moderated in recent quarters indicating that house prices may be settling into 
a new, less volatile phase of the market cycle.  While overall house price appreciation moderated, some markets are declining and 
there are no markets with appreciation above 15% (36 markets experienced greater than 15% appreciation during the prior quarter). 

The top ten riskiest markets (exhibit 
7 – back cover) among all 379 
markets monitored have an average 
appreciation rate of 2.9%, with 
fi ve of the markets at less than 
2% appreciation. These high risk 
markets also exhibit higher than 
average unemployment, lower than 
average wage growth, and higher 
than average fraud and collateral 
risk. 

The trend in house price acceleration 
(exhibit 6) over the past six quarters 
indicates that the “brakes” were 
on hard.  However, this quarter 
brings a noticeable easing in this 
trend.  Combined with moderating 
appreciation,  this change is further 
evidence that downward house 
price trends at the national level are 
bottoming out. 

Exhibit 6

House Price Acceleration Trend

Exhibit 5

House Price Appreciation Trend

Exhibit 4

Foreclosure Index Trend
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Top 10* (Highest Risk Markets)

MARKET                   OVERALL MKT. RANK APPRECIATION

  Q1 ‘07 Q4 ‘06 

1. Detroit-Livonia-Dearborn, MI 1 9 -0.49%

2. Memphis, TN 11 7 7.09%

3. Warren-Troy-Farmington Hills, MI 13 13 1.29% 

4. Youngstown-Warren-Brdmn., OH-PA 14 12 5.13%

5. Dayton, OH 17 24 4.73% 

6. Toledo, OH 18 23 1.77%

7. Grand Rapids-Wyoming, MI 23 52 1.66%

8. Cleveland-Elyria-Mentor, OH 26 42 5.22%

9. IIndianapolis-Carmel, IN 27 21 -3.74% 

10. Akron, OH 30 88 6.56%

Bottom 10* (Lowest Risk Markets)

MARKET                   OVERALL MKT. RANK APPRECIATION

  Q1 ‘07 Q4 ‘06

1. Phoenix-Mesa-Scottdale, AZ 330 334 5.39% 

2. West Palm Beach-Boca R.-Boynton, FL 332 318 4.24%

3. Ft Lauderdale-Pompano-Deerfi eld, FL 339 321 5.96%

4. Salt Lake City, UT 343 268 13.87%

5. Orlando-Kissimmee, FL 347 353 4.48%

6. Richmond, VA 356 348 7.62%

7. Wash.-Arlington-Alex., DC-VA-MD-WV 358 362 3.75%

8. Sarasota-Bradenton-Venice, FL 362 369 2.67%

9. Bethesda-Gaithersburg-Fred., MD 364 365 2.62%

10. Honolulu, HI 377 376 8.41%  

*Among Largest 100 Markets Exhibit 7


