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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 381 

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 Dr. Mark Fleming, First American CoreLogic at mfl eming@corelogic.com.

Executive Summary
Relative to the base period of Q1 2002, the Q3 2007Core Mortgage Risk Index (exhibit 2) increased by 5% and from the 
previous quarter (Q2 2007) by 4.4%.  While still low compared to the 2003-2004 time period (driven primarily by higher 
unemployment rates), the current period index refl ects the underlying pressures of increased delinquency and foreclosure 
rates combined with a low level of house price appreciation. As house price appreciation moderates to a relatively low 
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Exhibit 1

Q3 2007 National Core Mortgage Risk Map by MSA



National Core Mortgage Risk Index Trend 2002-Present
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rate, the Core Mortgage Risk Index is increasingly driven by the fallout caused by high delinquency rates in the subprime 
and Alt-A markets.  These risks are spread unequally across the nation and are concentrated in certain markets. 
Fraud and collateral risk is also rising in an environment of cooling house prices and increasing foreclosure stocks. 
Foreclosures are expected to continue rising despite relatively unchanged employment conditions and a stabilization of 
house prices, placing further upward pressure on fraud and collateral risk. 

Despite a low national unemployment rate, foreclosures continue to rise and are refl ected in the Foreclosure Index 
(exhibit 3) which rose by 12.5% from the previous quarter.  This increase is an indicator that many of the early payment 
delinquencies identifi ed in the subprime and Alt-A markets, particularly in the 2006 vintage of originations, are ultimately 
making their way to foreclosure.  In markets where foreclosure activity is particularly concentrated, we expect further 
downward pressure on local house prices and an increase in the risk of defaults.  

Exhibit 2

Exhibit 2

Exhibit 3

Foreclosure Index Trend
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While overall House Price Appreciation 
(exhibit 4) remains positive, trending 
below 5% for the second quarter in a 
row, many markets are in decline.
70 of the 381 markets monitored are 
depreciating and more than 205 are 
appreciating by less than 5%. Not since 
1998 have appreciation rates been this 
low, which was approximately the same 
time period that the subprime market 
last experienced a liquidity crisis.

House Price Acceleration (exhibit 5), 
or the rate of change in appreciation, 
is also moderating after 18 months 
of decline. This fact, combined with 
moderating appreciation is further 
evidence that downward house price 
trends at the national level are reaching 
their bottom.  Notably, there are ten 
Florida markets and fourteen California 
markets currently depreciating.  These 
declines refl ect isolated house price 
corrections, since the fundamental 
economic climate in these states is 
sound.  Conversely, depreciating house 
prices in Midwestern markets refl ect 
more fundamental underlying economic 
stressors.

The top ten riskiest markets (exhibit 7 
– back cover) among all 381 markets 
monitored have an average appreciation 
rate of 2.7%, with fi ve of the markets at 
less than 2% appreciation. The highest 
risk markets exhibit higher than average 
unemployment, lower than average wage 
growth, higher than average foreclosure 
rates, and higher than average fraud 
and collateral risk.  All of the top ten 
riskiest markets are in the Midwest, a 
region where foreclosure activity is high 
relative to the rest of the country. These 

Midwestern markets are experiencing the negative cumulative effects of rising foreclosure rates, in part due to the increased 
delinquency rates in the sub-prime market, pressures created by adjustable rate payment reset terms, and fundamental economic 
factors.  These effects are placing upward pressure on the Fraud and Collateral Risk Index (exhibit 6).  This upward pressure is 
expected to continue throughout 2007 and into 2008 as markets continue to work through the resulting foreclosures.  These 
effects are likely to be geographically concentrated to the degree foreclosures and economic stresses are concentrated in 
specifi c markets.

Exhibit 5

House Price Acceleration Trend

Exhibit 4

House Price Appreciation Trend

Fraud and Collateral Risk Index Trend

Exhibit 6

1The national population weighted average of the 381 markets tracked does not refl ect non urban area dynamics and therefore 
may slightly overestimate appreciation relative to a house price appreciation rate that combines urban and rural areas. 
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Top 10* (Highest Risk Markets)

MARKET                   OVERALL MKT. RANK APPRECIATION

  Q2 ‘07 Q1 ‘07 

1. Detroit-Livonia-Dearborn, MI 1 1 -0.46%

2. Warren-Troy-Farmington Hills, MI  10 13 1.21%

3. Memphis, TN  11 11 6.63% 

4. Youngstown-Warren-Brdmn., OH-PA 12 14 4.80%

5. Dayton, OH 13 17 4.42% 

6. Grand Rapids-Wyoming, MI  25 23 1.55%

7. Toledo, OH  16 18 1.66%

8. Cleveland-Elyria-Mentor, OH 24 26 4.89%

9. Indianapolis-Carmel, IN 21 27 -3.50% 

10. Akron, OH 26 30 6.14%

Bottom 10* (Lowest Risk Markets)

MARKET                   OVERALL MKT. RANK APPRECIATION

  Q2 ‘07 Q1 ‘07

1. Sarasota-Bradenton-Venice, FL  340 362 2.51% 

2. Orlando-Kissimmee, FL  344 347 4.19%

3. West Palm Beach-Boca R.-Boynton, FL  324 332 3.97%

4. Ft Lauderdale-Pompano-Deerfi eld, FL  339 339 5.57%

5. Wash.-Arlington-Alex., DC-VA-MD-WV  352 358 3.51%

6. Virginia Beach-Norfolk-Newport News, VA 347 328 9.18%

7. Richmond, VA  357 356 7.12%

8. Bethesda-Gaithersburg-Fred., MD  356 364 2.45%

9. Salt Lake City, UT  364 343 12.96%

10. Honolulu, HI  377 377 7.87%  

*Among Largest 100 Markets Exhibit 7


