
The mortgage meltdown has been the most severe downturn 
in history. It has been a lot to bounce back from, which 
is probably why recovery can be characterized as being 

very slow at best. This entire edition of Tomorrow’s Mortgage 
Executive magazine is dedicated to giving its readers ideas and 
strategies to succeed going forward. In particular, each article 
takes a forward looking approach to a given segment of loan 
processing and servicing.

However, before the mortgage industry can hope to move 
forward and not slip back into old habits and processes, it’s 
always beneficial to take a step back, look at what happened 
and remember not to revisit the sins of the past. Data compiled 
by CoreLogic indicates that after reaching a post-recession 
high of 3 percent growth over the prior year, real per capita 
disposable income softened in early 2011 and, as of November 
2011, was contracting at a rate of -0.9 percent. In addition to 
the weak economy and soft labor markets, income growth 
weakened because government transfers (such as social 
security income, unemployment insurance income, etc.) began 
to drop in 2011. 

Excluding government transfers, income grew 1.4 percent 
over the prior year as of November of last year. Although the 
growth rate has slowed, it is an encouraging sign that income 
excluding transfers (i.e., compensation) has stabilized the last 
few months.

All in all, these trends have had a negative impact on home 
prices and the mortgage sector as a result. CoreLogic reports that 
between the mid 1970s and very early 2000s, home prices and 
per-capita income increased in a very linear relationship, with 
prices never deviating by more than 16 percent above incomes 
through several real estate and business cycles. That relationship 
changed in the early 2000s, and by 2005 home prices were 50 
percent above incomes, more than three times higher than any 
previous deviation.

All of this led to bad news last year. Accordingly the 
CoreLogic House Price Index (HPI) we ended 2011 on a 
down note with the month-over-month growth rate showing a 
1.4 percent decrease in December 2011. For the full year, the 
single-family combined index, including distressed transactions, 
decreased by 4.7 percent in December 2011 compared with 
December 2010. This is the fifth year-over-year December 
decline, and translates into a 33.7 percent drop from the peak 
of this index in April 2006. The HPI, excluding distressed sales, 
ended 2011 basically flat, and showed just a modest decrease of 
1 percent from December 2010 to December 2011, an indication 
of how much of a role discounts on distressed sales have played 
in house price declines. ❖
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