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Underwater mortgages falling as home prices rise 

By Paul Owers 

Widespread home price increases have helped more 

South Floridians break free of burdensome mortgages, a 

new report shows. 

At the end of the third quarter, 43,630 homeowners in 

Palm Beach County owed more than their properties 

were worth, down 36 percent from a year ago and 60 

percent from the peak in late 2011, according to real 

estate website Zillow.com. 

In Broward County, 64,273 homeowners still had 

"underwater" mortgages in the July-through-September 

period, a 33 percent slide from a year earlier and a 58 

percent drop from the 2011 peak. 

"It's been a long, slow, painful slog for the housing 

market in South Florida," said Mike Larson, an analyst 

with Weiss Research in Jupiter. "The market has taken a 

long time to heal, but it is healing." 

Higher home values have reversed so-called negative 

equity, allowing beleaguered borrowers to test the 

market after they had been stuck in their properties, 

unable to move for jobs or to be closer to family. 

Underwater mortgage holders likely bought or 

refinanced homes from 2004 to 2006. Prices escalated 

during the boom and eventually led to a housing bubble 

that lasted six years. 

When values plummeted, these homeowners couldn't 

sell without bringing thousands of dollars to the closing 

table. Some completed short sales — getting the lender's 

permission to unload the properties for less than the 

mortgage amount — but those transactions often 

involved drawn-out negotiations, if they were ever 

approved at all. 

"We had one short sale in our office that took two years 

and nine months to complete," remembers Jim 

Heidisch, a broker for the Campbell & Rosemurgy firm 

in Broward and Palm Beach counties. 

Other underwater borrowers let the properties fall into 

foreclosure, exacerbating price declines across the board 

and bringing "the housing market to a crushing halt," 

said Skylar Olsen, senior economist for Seattle-based 

Zillow. 

After hitting bottom in late 2011, prices in both counties 

have increased substantially, in part because cash buyers 

helped drive up demand. 

The median price for single-family homes in Palm Beach 

County in October was $275,000, up 24 percent from 

two years earlier, according to the Realtors Association 

of the Palm Beaches. Broward's median also was 

$275,000, a 30 percent jump from October 2012, 

according to the Greater Fort Lauderdale Realtors. 

Underwater mortgages have declined sharply in other 

major metro areas hit hard during the housing bust, 

including Atlanta, Detroit, Las Vegas and Riverside, 

Calif., Zillow said. 

While the housing outlook is expected to improve for 

South Florida, home price increases are leveling off, 

which will mean underwater owners won't regain equity 

as fast as they have been. As a result, underwater 
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mortgages will remain an issue in some neighborhoods 

for years, Zillow said. 

The recent home price gains mostly were driven by a 

shortage of properties for sale. Olsen said it'll be better 

for the long-term health of the market for those price 

increases to occur as a result of salary and job growth, 

but many homeowners and real estate observers aren't 

complaining. 

"Things are looking up — definitely looking up," Olsen 

said. 

Powers@sunsentinel.com, 561-243-6529 or Twitter 

@paulowers

 

 


