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Market Snapshot:
Looking at about $1.7 trillion’s worth of mortgage loans that were bundled into securities and aren’t guaranteed by government-backed agencies, Fitch Ratings Ltd., a credit rating firm, performed an analysis of their “cure rate”, which is the percentage of delinquent loans in any one month that return to current “good payment” status. Fitch found that the cure rate has really plunged, despite the Obama administration's best efforts to get banks to ease mortgage terms in response to delinquencies rather than rush to foreclosure.

For prime loans it dropped to 6.6% in July ’09 from an average of 45% for the years 2000 through 2006. For Alt-A loans -- a category between prime and subprime that typically involves borrowers who don't fully document their income or assets – it had fallen to 4.3% from 30.2%. For subprime, the rate had declined to 5.3% from 19.4%.

Borrowers have become less likely to catch up on their payments partly because job losses have made some unable to continue making payments but also because some who could make payments have opted not to, often because their home’s value has fallen well below the amount they owe on it (- a negative equity situation -), leaving them with little hope that they will ever recover their initial investment.

Indeed, a report from professors Paola Sapienza, of Northwestern University, and Luigi Zingales, of the University of Chicago, suggests that about 26% of home owners with negative home equity opt to discontinue making their payments. The industry calls these “strategic defaulters” and their numbers grew to 588,000 in 2008, double the total in 2007, outstripping earlier expectations. Alarmingly, Deutsche Bank’s recent controversial report estimates that by 2011 almost 50% of all U.S. home owners with mortgages will be in a negative equity situation.

An interesting finding by national credit bureau Experian and consulting company Oliver Wyman, looking at 24 million credit files, disclosed that home owners with high credit scores are 50 percent more likely to deliberately quit making their mortgage payments compared to lower-scoring borrowers.
The study determined that:
· Strategic defaulters tend to go straight from paying their mortgages dependably to not paying at all. 

· Strategic defaulters are heavily concentrated in negative-equity markets like California and Florida. 

· Two-thirds of strategic defaulters have only one mortgage. 

· Most likely to default are home owners with large balances and the highest credit ratings.

An additional lure for some is that, because of widespread foreclosure backlogs and delays, it’s sometimes possible for people who quit making their payments to stay in their homes for more than a year before being evicted. 
Perhaps the most egregious examples of foreclosures are those on Option ARMS (Adjustable Rate Mortgages), where a doubling of the home-owner’s monthly payment can kick in when the mortgage reset is triggered  [- Usually about five years after issuance the interest-only period ends and the much more expensive interest-plus-capital-repayment period kicks in.] Option ARMs accounted for $750 billion in mortgages issued between 2004 and 2007. According to Inside Mortgage Finance, at least 50% are already in default, with many others at serious risk. They are no longer being written. However, of the 600,000 still out there about three-quarters have resets that will trigger very soon. Barclays Capital estimates that banks stand to lose $112 billion on option ARMs. Not surprisingly, many of the banks are actively & aggressively trying to refinance those loans as soon as they possibly can.

Driven by rising unemployment, a rising proportion of foreclosures are now on fixed-rate home loans made to people with good credit. They accounted for nearly 33% of all new foreclosures last quarter compared to just 21% a year ago. Conversely, subprime loans with adjustable rates, which had previously accounted for most defaults subsequent to the boom years, now account for just 16% of all new foreclosures, down from 35% a year ago. 

Overall, more than 18% of FHA borrowers are at least one payment behind or in foreclosure and, according to the Mortgage Bankers Association, about 4 million homeowners were either in foreclosure or at least three months behind on their mortgage payments in September. That’s a record-high for the ninth straight quarter. 
Barclays Capital expects that the number of foreclosed homes for sale will peak at 1.15 million in mid-2010, up from an estimated 688,000 as of July 1, ‘09. And overall, 29% of all distress sales – foreclosures and short sales – accounted for 29% of all transactions in the third quarter this year.

The Congressional Oversight Panel for the Troubled Asset Relief Program, the $700 billion bailout launched under the Bush administration, headed by Elizabeth Warren, a Harvard Law School professor and outspoken TARP critic, agrees with this overall trajectory.

"Rising unemployment, generally flat or even falling home prices, and impending mortgage rate resets threaten to cast millions more out of their homes," according to its recent report, which urged the 
Treasury to brainstorm for new programs or program enhancements that could be adopted to keep up with the changing nature of the housing crisis. 

[Here are the two main programs presently in operation: 1) The Home Affordable Modification Program, known as HAMP, which reduces monthly mortgage payments to help borrowers who are facing foreclosure to keep their homes. & 2) The Home Affordable Refinance Program, or HARP, which helps homeowners who are current on their mortgages, but owe more than their homes are worth, to get more affordable loans.]

The Congressional watchdog’s October report was accompanied by a dissenting statement from Texas Republican Representative Jeb Hensarling, who said that "A fair reading of the panel's majority report and my dissent leads to one conclusion -- HAMP and the administration's other foreclosure mitigation efforts to date have been a failure". Rather than calling for expansion of the government programs, he urged more basic changes to the Obama administration’s economic policy.
The problem is that HAMP wasn’t designed to address foreclosures caused by unemployment, which is now a central issue, and it isn't prepared for a coming wave of foreclosures stemming from payment option adjustable rate mortgages (ARMs) and interest-only loan resets exceeding eligibility limits. So, it’s doubtful that HAMP modifications provide long-term help to homeowners whose payments may rise later. "The result for many homeowners could be that foreclosure is delayed, not avoided," the report said.

Adding to the downward pressure on home prices are 1) the changing demographic with fewer younger potential Buyers to replace the aging baby boomers, 2) the recently enacted and counter-productive appraisers’ “Home Valuation Code of Conduct”, which has resulted in overly conservative property valuations - thus undermining many sales (- though it is expect to be scrapped fairly soon -) & 3) the record rental vacancy rate, which stood at 11.1% in the third quarter - amounting to some 1.25 million units above its historical average. High rental vacancy rates tend to translate into lower rents charged, which then ultimately translates into lower property prices. However, in response to the first-time home-buyer tax credit (- which Campbell Surveys, a division of Campbell Communications, has estimated increased first-time home-buyer activity by about 33% -) and the best housing affordability measures since 1970, many tenants have recently moved out of their rentals to buy their first home. This has had a positive impact on home prices. Indeed, it is estimated that first-time home-buyers have accounted for some 47% of all home sales this year, which amounts to over 2 million units sold. – A figure that more than accounts for the increased rental vacancy rate. During the third quarter these first-time home-buyer sales helped raise the Federal Housing Finance Agency’s (FHFA) seasonally adjusted house price index (HPI) by 0.2% compared to the second quarter. And in September the Case-Shiller home price index rose for the fifth straight month.

Here is a recent statement from NAR’s vice president of research: “It’s interesting to note that the last cyclical peak of first-time home buyers was during the last noteworthy economic downturn, with first-time buyers starting the chain reaction that led the nation out of recession”. And NAR’s chief economist, Lawrence Yun, adds that, at the current rate of sales, “the current housing supply is the lowest we’ve seen in two and a half years”. “If we could continue to absorb inventory at this pace, home prices would return to normal, modest appreciation patterns next year.” 

Of course, Lawrence Yun is speaking about the average overall national housing situation. Some of the worst hit regions, like California, Nevada, Arizona and Florida, will likely remain in the doldrums for some time to come, while states with relatively low unemployment rates, such as New Mexico, can expect things to turn around much sooner.
Indeed, over the past three years home prices have risen in most of the metro areas of 23 states (especially those focused in the regions of the South, the Plains, and the non-coastal West), according to analytics firm Fiserv. And, according to a study commissioned by Bankrate.com, 92% of respondents still say that a home is a good investment for the future. 
Here in the Greater Albuquerque Metropolitan Region the volume of sales was up 3.78% in the third quarter compared to a year ago, while the housing inventory level shrank largely due to 13.74% fewer homes coming onto the market. With so many first-time buyers purchasing smaller, more affordable homes at entry level prices, this inevitably skewed the median home sale price down some 5.71% below where it stood during the same period last year. 
However, as I have mentioned to my readers before, upon delving more deeply into the figures, one notices that prices have definitely begun to firm. From my chart below, you can see that the average price per square foot for homes purchased in many areas of town has actually been increasing over the last couple of quarters. And, now that the Obama Administration has extended the home-buyer tax credit and even expanded it to include those who have lived in their home for five out of the last eight years (- which includes those who might have sold their home some months ago and have been renting since -), we might well expect this uptick in home prices to hold.
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Condo Purchase Precautions
Homebuyers should protect their financial interests when considering the purchase of a condo.
Amongst the top priority issues are:

· Condo Budget. Examine the current budget, a year-to-date statement of income and expenses, and a couple of previous years’ budgets to see how they’ve changed. 

· Financial Reserves. Review the plans & financial reserves for maintenance, repairs, & improvements. 

· Special Assessments. Ask if there have been any and whether more are planned. 

· Delinquencies. How many owners are behind in their payments? Many lenders say no more than 15 percent of owners can be in arrears or they won’t write mortgages in the complex.



Google Maps Expands Real Estate Info 
Google has been enhancing its Google Maps real estate information function.
It’s now possible to select the “real estate” option from the “more” button on the top right of any Google Map. Balloons of listings will automatically appear on the maps of listing, along with a pop-up real estate search refinement panel on the left, which has check boxes for renting or buying, apartment or house, as well as price range, square footage, numbers of bedrooms and bathrooms, and foreclosure listings. 
To boost its appeal, Google is also inviting real estate practitioners to list homes on Google Maps
Urbanizing Suburbia:

In the 1950s and ‘60s most households had children and a stay-at-home mom and 50% lived in the suburbs, which were designed to maximize privacy for the young families. Now, however, two-thirds of suburban households no longer fit the Ozzie-and-Harriet stereotype and many view the suburban experience as lonely and isolating.

Demographers expect that 75 to 85 percent of new households through 2025 won’t have children for several reasons: an aging population, more single-person households, and Generation Y waiting longer to have kids. Households want more compact living places within pedestrian reach of urban street life, public spaces, and a variety of activities that encourage interaction amongst a diversity of people. A study conducted last year by the real-estate consulting firm RCLCO found that 77% of Generation Y members want to live in an urban-style environment.
This means that, even though the suburbs still do provide many jobs for their inhabitants, to remain viable well into the future most will need to be reinvented.

Denser living developments, where homeowners will feel less isolated and dependent upon a car, will have condo towers, townhouse rows, and apartment buildings interwoven with malls retrofitted in the urban style, encompassing stores, offices, movie theaters, restaurants, public spaces, and access to parks, which themselves might be salvaged from undesirable neighborhoods taking on a ghostly hue. At the same time, old unsuccessful strip malls will be taken over at low rental rates by new businesses, which will re-invent their purpose, layout & design to appeal to the changing consumer market. 
In the present financial environment, private financing will largely depend upon the enticements of President Obama’s stimulus package, which has been targeting funds towards infrastructure and sustainable living. Public transportation is also where the federal government can play a key role. One way or another, the market always provides. So, the suburbs will evolve to satisfy consumer demand even if at a slower pace in this present economy.

Quercetin, Obesity, and much more

During the summer, the journal Nature Medicine published three groundbreaking articles linking the function of immune cells to obesity, diabetes, and many other disorders. It has long been known that excess stored fat is linked to immunological changes that can be damaging to the body as a whole whilst also undermining the metabolism of fat cells in particular.
New research shows that non-obese animals have a high level of T Helper immune cells (CD4*) and regulatory T cells in their white adipose tissue.  However, in obese animals and obese diabetic humans these cells are almost entirely replaced by a population of CD8+ T cells (also called cytotoxic T cells or T killer Cells because they kill cancerous cells and cells that have been virally infected).  Here they attract macrophages, which, in turn, generate the massive inflammation associated with being overweight or obese, whist also recruiting even more cyctoxic T cells into the adipose tissue. This inflammatory vicious circle is extremely damaging to the metabolism of the white adipose cells, causing a dysregulation of glucose uptake and a perpetuation of the obesity.
As part of this immunological problem within the fat depots, there is a deficiency of T Helper 2 cells (which help in the formation of antibodies) and an excess of T Helper 1 cells, which are associated with autoimmune & allergic reactions. 

It has also been found that mast cells (which produce histamine) are far more abundant in the fat tissue of obese and diabetic humans and mice compared to those of a normal weight. However, in mice which have a genetic inability to produce mast cells it has been shown that, even after a three month diet rich in sugar and fat, they neither become obese nor develop diabetes. And obese mice without this genetic abnormality exhibited a near 100% reversal of their condition when given an anti-histamine drug and put on a healthy diet (- mice given the drug alone without the change in diet also lost a significant amount of weight).

Quercetin is not only perhaps the best natural anti-histamine available (stabilizing the mast cells) but it has also been shown to reduce the number of fat cells, block the maturation of baby fat cells, and induce their death.  It enhances antioxidant activity within fat cells, reduces the inflammation associated with a high fat diet, and reduces the inappropriate uptake of glucose. Much of quercetin’s anti-obesity effect also seems to be due to its activation of the enzyme AMP-activated protein kinase (AMPK), which, in turn, activates numerous metabolic signals facilitating a healthy metabolism.
Zucker rats have a genetic abnormality resulting in an excessive appetite, high cholesterol, high triglycerides, high blood pressure, insulin resistance, excessive numbers of fat cells, and obesity.  Quercetin lowers their blood pressure, triglycerides, cholesterol, insulin resistance, & the level of inflammatory TNFa within their adipose tissue, whilst also increasing adiponectin, thereby reducing insulin resistance.  It also lowers unfriendly nitric oxide (iNOS) whilst also boosting circulation-friendly nitric oxide (eNOS).
A study on healthy men found that 200 mg of quercetin enhanced friendly nitric oxide production and endothelial cell function (cells lining arteries), indicating improved circulation and natural support for blood pressure health.  

Overall, Quercetin research finds it to be a useful tool for immune function & stability, cardiovascular health, and metabolism.  It is one of the most abundant flavonoids in a fresh food diet (e.g. in onions - especially red onions - red grapes, citrus fruit, tomato, broccoli, leafy greens, cherries, raspberries, cranberries & green tea) – and is definitely one of the most potent.
Quercetin’s anti-histamine stabilization of mast cells helps to reduce not only allergic reactions (- it is now a widely used remedy for sinus congestion, sneezing, & seasonal allergies -) but also stress-induced anxiety.  One study shows that stress itself is adequate to begin the migration of immune cells towards the skin, as if preparing it to deal with a wound or infection.  Another study shows that stress also primes mast cells to release inflammatory chemicals that are typically involved in allergic reactions, asthma, skin conditions, and digestive problems.  Furthermore, the chemical communication signals coming from the mast cells feed back to the nerves and modulate behavior through an anxiety response.  Mice genetically bred to have no mast cells seem incapable of fear & go blithely about, indifferent to impending danger. Due to quercetin’s ability to reduce the effects of stress on & prevent the depletion of antioxidants in the nerve tissues, researchers have concluded that quercetin’s neuroprotective effects could be used therapeutically in the management of stress and related disorders. It not only prevents mast cells from inappropriately releasing irritant chemicals like histamine but also reduces mast cell release of inflammatory immune system signals like IL-6 known to “talk to” nerve glial cells.

A rat study showed that quercetin improved cognitive function in rats with occluded carotid arteries, both indirectly, by helping the circulation, and also directly, by helping the nerves themselves. A recent study showed that quercetin could prevent the formation of beta-amyloid plaque by a variety of mechanisms including its antioxidant function, leading researchers to conclude that it might provide promise in the treatment of Alzheimer’s Disease and other oxidative-stress-related neurodegenerative diseases.
In another recent study on animals with experimentally induced spinal cord injury, 50% of those that received quercetin recovered the ability to walk, whereas none of the control animals did.  Quercetin was found to support the health of tissue bridges at the site of nerve injury and so facilitate healing.
Various 2009 studies have demonstrated how quercetin: 1) activates the key step leading to the production of cellular glutathione (a cell’s primary antioxidant), thereby protecting the insulin-producing beta cells of the pancreas, contributing to healthier blood sugar function; &  2) protects the liver, mitochondria (cellular metabolic engines), cardiovascular system, & cellular lining of the sinuses via its antioxidant function.
It has also been demonstrated that quercetin modulates the key anti-inflammatory gene signal known as NF-kappaB.  For example, quercetin has been shown to lower NF-kappa B in bone, reducing the number of bone-deteriorating osteoclasts being formed as well as helping to manage existing osteoclasts so that their bone resorption activity does not become excessive.
Another example is an Aug 2009 study involving experimentally induced rheumatoid arthritis which showed that animals taking quercetin had no more inflammation than control animals – demonstrating quercetin’s ability to suppress inflammation.  A combination of quercetin, glucosamine, and chondroitin given to patients with osteoarthritis resulted in a significant reduction in joint pain, improved range of motion, as well as changes in the joint synovial fluid, reflecting improved joint lubrication.

Quercetin has also been shown to decrease the proliferation of prostate cancer cells and induce their death.  Preliminary studies have also shown that it can prevent early lesions in the digestive tract that lead to colon cancer, reduce the proliferation of colon cancer cells, and, once again, induce their death.  Another recent study showed that mice given quercetin were able to offset the adverse effects of stress and showed much less susceptibility to the influenza virus A/Puerto Rico/8/34 (H1N1).
Various studies have revealed quercetin’s ability to interact with different types of viral infections and reduce their ability to infect. A June 2009 study showed that quercetin could reduce viral replication of influenza A by directly interacting with viral particles.  A 2005 study showed quercetin significantly boosted the respiratory antioxidant defense system in mice exposed to influenza A, offering significant protection for the lungs during a time of high stress.  

This is but a glimpse of the exciting research data demonstrating the vast range of conditions where this ubiquitous & potent naturally occurring chemical may exert its therapeutic effect. No panacea certainly, but enough to encourage all but the most ardent skeptic to eat up & enjoy their fruits & vegetables!

I do hope this newsletter has been of interest &/or value.

Even more so I hope you had many blessings to remember & savor over your Thanksgivings celebrations. 

Have a wonderful time over the festive season ahead. And best wishes for a bright & positive outlook with which to welcome the New Year as it dawns.

- Michael
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