Mortgage lenders cancel more
foreclosures in November

By SUE MICALLISTER
SMCALLISTER@MERCURYNEWS.COM

Underintense pressure tohelp
more people stay in their homes,
mortgage lenders canceled far
more scheduled foreclosures
in November than in the
previous month, according to a
report Tuesday.

A total of 10,469 scheduled
foreclosures were canceled
in  November throughout
California, up 20 percent from
8,741 in October, according to
ForeclosureRadar, a Discovery
Bay company that tracks
foreclosure  activity  daily.
In Santa Clara County, 337
were canceled, up from 269
in October.

The raw numbers may
actually understate the scale of
the increase, said Sean O’Toole,
ForeclosureRadar’s  founder.
There were 416 cancellations
each business day in October,
and 581 each business day in
November. That was an increase
of 40 percent on an average
daily basis because there were
three fewer business days in
November than October.

He attributed the surge
in canceled foreclosures to
recent efforts by lenders —
strongly nudged by the Obama
administration — to move more
homeowners who have had their
mortgages modified on a trial
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A foreclosed home off Mountaire Lane, in the Silver Creek area of San Jose, June 2009.

“You wonder whether or
not we’re kind of kicking the
can down the road,” Chris
George, President/CEOQO,
CMG Mortgage said.

basis into permanently modified
loans if they meet all criteria.
“I's certainly a dramatic
increase and it's one we've
been waiting for for months,”
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O’Toole said.

For most of 2009, there have
been about 6,000 to 9,000
foreclosures canceled each month.
Cancellations peaked in July at
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10,818 statewide before falling,
then rising again last month.

Homeowners facing
foreclosure who get their
mortgage terms modified

on a trial basis under the
Obama administration’s
Home Affordable program
remain in the foreclosure
process during the trial
period, which is supposed
to be three months but
frequently stretches longer.
After homeowners have made
three payments under the
terms of the agreement with
their lender, the modification
may be made permanent and
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their foreclosure canceled.
The program reduces monthly
mortgage payments by an
average of $550, according to
the Treasury Department.

Sharleen  Kilgore  works
with borrowers seeking loan
modifications through Project
Sentinel in Sunnyvale, a housing
counseling agency affiliated with
the U.S. Department of Housing
and Urban  Development.
Her organization is “seeing
more people being moved into
permanent modifications, but
it’s still a very slow process,”
she said. “A fair amount of our
people on trial modifications go
for as long as four or five, and in
a couple cases six, months.”

In late November, the Obama
administrationannouncedagoal of
converting about 375,000 eligible
borrowers in trial modifications to

%

permanent modifications by the
end of the year.

Some lenders appear to be
reacting to the call.

Tom Goyda, a spokesman for
Wells Fargo Home Mortgage,
said that of the 3,537 permanent
loan modifications the company
had made as of Nov. 30, “the vast
majority of those were completed
in November.” He said he expects
that number to rise significantly
by the end of December.

But Christopher George,
president of CMG Mortgage in
San Ramon and secretary of the
California Mortgage Bankers
Association, said he thinks it’s
too early to conclude that last
month’s increase in canceled
foreclosures is because of the
Obama administration’s push to
convert trial loan modifications
to lasting ones.
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“Over the next couple of
months, you're going to be able
to determine whether the effort
has had a long-term effect on
cancellations,” he said. But
George worries that in many
cases, because the principal on
homeowners’ mortgages remains
morethanwhatthehomeisworth,
many will eventually default on
the loans, prolonging the housing
crisis. “You wonder whether or
not we're kind of kicking the can
down the road,” he said.

Loan modification is not
the only reason lenders cancel
foreclosures. Cancellations also
happen if homeowners get up to
date with their payments, or if
a foreclosure has already been
postponed for more than a year
and must be canceled and refiled.

In addition to the increase
in canceled foreclosures, there
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were other indications that
foreclosure activity slowed last
month. In Santa Clara County,
for example, there were 435
foreclosures, down slightly from
476 in October. A total of 938
homeowners received notices
of default, down from 1,163 in
October, a decline of 19 percent.
Notices of default are the first
step in the foreclosure process;
lenders typically send them when
borrowers are a few months
overdue in their payments.

Statewide, there were 17,795
foreclosures last month, down
from 20,052 in October.

There were 29,597 California
homeowners who got notices
of default, down from 36,531
in October.
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