
 

Bus$ng Foreclosure Myths:  
3 Things That Might Surprise You 
 
Foreclosures: a difficult challenge for homeowners, a concern for neighbors 
 
Foreclosures can be a tough situa1on across the board. Homeowners may be dealing with heart-wrenching 
circumstances when all other op1ons have been exhausted, and a foreclosure can affect them and their families in 
profound ways. To further complicate ma@ers, nearby property owners may be under the impression that a 
foreclosure will drag their property values down.  
 
That percep1on may be driven by the fact that virtually all studies to date have concluded that foreclosures are bad 
for home values in surrounding communi1es. Most of those studies focus on 2007 to 2011, when the housing 
market was in crisis, so it makes sense that they would show a nega1ve rela1onship between foreclosures and home 
values. 
  
But there is limited data available on what happened during the period of market recovery and growth that followed 
the housing crisis, and nega1ve percep1ons around foreclosures can linger when homeowners assume that nearby 
foreclosures will have a long-term nega1ve effect on their neighborhood. 
 
This raises the ques1on: do foreclosures truly have a las1ng, adverse effect on nearby property values? Our 
groundbreaking analysis of over 1.13 million data records from 16 metropolitan sta1s1cal areas (MSAs) across the 
country from 2013–2018 uncovers a more complete picture of the impact of foreclosure sales. 
 
Myth: Nearby foreclosures always have a nega<ve impact on home values.  
Fact: In most areas, the neighborhood effects of foreclosure stabilize quickly. 
 
According to this study, the majority of the metros examined show no significant or consistent nega1ve effects in 
rela1on to foreclosures. In most areas, the impact on home value is minimal and tends to fade away within the 
course of a year. 
 
California is an excep1on in the data, showing significant nega1ve effects from nearby foreclosures. This could be 
a@ributed to local economic factors that are not present in other states, or it may be linked to inflated home price 
apprecia1on due to the sub-prime mortgage boom followed by substan1al market correc1ons aYer the housing 
crisis. 
 
Myth: Foreclosures harm neighborhood values and make it harder to sell. 
Fact: Recycling foreclosed proper<es quickly can have posi<ve impacts in a 
neighborhood. 
 
Contrary to popular belief, foreclosure sales can have posi1ve effects in a neighborhood. Obviously, foreclosure 
should be avoided whenever possible to keep families in their homes. It is not a step to be taken lightly or an easy 
solu1on for anyone. But the data showed that processing and restoring foreclosed proper1es can help stabilize 
neighborhoods and add new sources of affordable housing to the market, which can help a@ract new buyers.  



 

In our study, recycling foreclosures appeared to have helped revitalize areas hit hard by the 2007–2011 crisis. 
Foreclosure sales ac1vity may also help call a@en1on to a par1cular area, increasing awareness and demand in the 
neighborhood for both foreclosed and non-foreclosed homes alike. 
 
Myth: Neighborhoods struggle to recover from nearby foreclosures. 
Fact: Reselling foreclosed proper<es can boost returns on repeat sales, bringing an 
infusion of new investments into the community. 
 
Some of the metros in our study that began with high rates of foreclosures even saw higher than average rates of 
return from repeat sales when compared to metros without foreclosures. More than one metro in the state of New 
York experienced concentra1ons of very high returns over 110 percent. 
 
These results suggest that neighborhoods with foreclosures appreciate rela1vely quickly once those foreclosures are 
cleared, with prices rebounding even more strongly than comparable non-foreclosure areas. 
 

The truth about foreclosures 
 
Foreclosures should never be taken lightly, as they can deeply impact homeowners and their families. But when they 
do happen, it’s important to remember that they don't necessarily mean the end of the world for surrounding 
neighborhoods.  
 
Clearing foreclosure sales and rehabilita1ng those proper1es can create a glimmer of hope, signaling an opportunity 
for rebound and revitaliza1on on the horizon not just for an affected homeowner, but also for the surrounding 
neighborhood. Once foreclosures are sold, they can have the poten1al to rejuvenate communi1es, draw in buyers, 
and add more affordable housing choices to local markets. 
 

About our report design 
 
This report is based on raw data for foreclosure and non-foreclosure sales in 16 metro areas in the U.S. between 
2013 and 2018, which included pricing informa1on, sale dates, geographic loca1on, and property characteris1cs. 
These areas were defined by core based sta1s1cal area, which consist of the county or coun1es connected to at 
least one core urban area with a popula1on of at least 10,000, and adjacent areas with social or economic 1es. This 
data was used, along with the U.S. Census block group file, to show both the geographic distance and the difference 
in sale dates between tradi1onal sales and foreclosure sales. 
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About Xome®
Xome® is a premier asset management company with a best-in-class auc7on pla8orm providing mortgage servicers end-to-end asset 
marke7ng and disposi7on strategies, recapture solu7ons and real estate and data services. Xome’s auc7on pla8orm also allows home 
buyers and sellers a simplified and transparent experience throughout the en7re real estate transac7on. Learn more about Xome at 
xome.com. 
 
NO INVESTMENT ADVICE  
The above content is for informa;onal purposes only. You should not construe any such content or other material as legal, tax, investment, financial or other advice.  
Results may vary. 

 
Ready to learn more about the true impact of foreclosures? Download our white paper now. 
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