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> (EBIFEOZEH)
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© KEDFEEO—/EHIE
> —fR(C(E /> - UD—XBOMERHIE THD
ELWDONDINH. EBEEIDUEM
> N ECHIEPEER R RIEEDERNE(CE
WhiesD, Ud—-X /> - Ud—ANhETx
LTCTUL\B (Ghent and Kudlyak, 2011; &S
> 45—, 2010)
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v BIEICKDAEEHIR (deficiency judgment) HMAE
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® |owa:

> Lenders may foreclose only through judicial foreclosure. State
law permits deficiency judgments on nonagricultural residential
properties. However, seeking a deficiency judgment significantly
delays the foreclosure process. Furthermore, there is [...]
generous limits on the garnishment of wages.

®@ Washington:

> If the lender wishes to pursue a deficiency judgment, however, it
must pursue judicial foreclosure. [...] In addition, deficiency
judgments cannot be obtained if the property has been
abandoned for six months or more, which we view as one way a
strategic defaulter could relatively easily evade a deficiency
judgment. (Ghent and Kudlyak, 2011)
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frocmie (foreclosure process)
> Z UM S AR DERTTF S

/ﬁ:—'—uﬂrﬁ:l:

Exioo (judicial foreclosure)
» 1BINAYRENE - BEIOX bORE
v IEETERRST (non-judicial foreclosure)
> MC KD TERDHIE
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B /LRI i i
> reputation cost
© RNBBRAE
> {E=55AN (short sale)
> RNBIEESEE (voluntary conveyance)
v deed in lieu, “friendly” foreclosure
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Alabama R lllinois R Montana Pennsylvania R
Alaska N Indiana R Nebraska R Rhode Island R
Arizona N lowa N Nevada R South Carolina R
Arkansas R Kansas R New Hampshire R South Dakota R
California N Kentucky R New Jersey R Tennessee R
Colorado R Louisiana R New Mexico R Texas R
Connecticut R Maine R New York R Utah R
Delaware R Maryland R North Carolina® N Vermont R
DC R Massachusetts R North Carolina® R Virginia R
Florida R Michigan R North Dakota N Washington N
Georgia R Minnesota N Ohio R West Virginia R
Hawaii R Mississippi R Oklahoma R Wisconsin N
ldaho R Missouri R Oregon N  Wyoming R

Source: Ghent and Kudlyak (2011, Table 1) / [a]: purchase mortgages, [b] other mortgages
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v 2 - U0-X@EDGE. BERYMFOHBMmEN
A&7 T[01D (negative equity, “underwater”
mortgage) &. ZFKat(FEESHY (CIEBANEITZIEIRT
DA T4 THEU D (strategic default,
walkaway)

vV ZOXDIIGERNEDIERFHEIT DM Tt FE
FREUTHEEMBICEDRIDREEZBZSITH
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® Ghent and Kudlyak (2011, RFS)
> U I—-XBOMEZIHRA L TWLDME. J
> UO—XXBZEHEHAUTWSMNT
v FE0O-207 T A)L RRITGEWIHDH

vV EOELDIRETT I AIL MCEDH (foreclosure,
short sale, deed in lieu)

v FEO->%FISENEH DI
> TR E T FREIE
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Mean Recourse Loans Mean Non-Recourse Loans
Recourse 1 0
Default Option (Probability of Negative Equty) 0.008 0.015
Rate 1 0.015 0.015
Rate 2 0.148 0.162
Rate 4 0.083 0.074
Rate 5 0.038 0.022
Divorce Rate 3.72 4.02
Lagged Unemployment Rate 4.00 5.40
Fico Score at Origination 720 727
Interest Only (at Ongination) Dummy 0.053 0.006
Jumbo Dummy 0.061 0.148
AFRM Dummy 0.172 0.246
LTV Ratio at Ongiation 68 64
Natural Log of Loan Age 3.11 3.05
Purpose Type Dummy 0.632 0.684
Foreclosure Timing (in months) 6.58 5.74
LTV 80 Dummyy 0.14 0.14
Appraisal Amount (at Ongination) 275.149 391.624
Number of Loans 1.924.773 997.423
Number of Defaults 27927 15426

Source: Ghent and Kudlyak (2011, Table 2)
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Mo Recourse Eecourse Eecourse Recourse 1n Recourse mn
Dumnues in Levels i Interactions Levels and  Interactions with
Interactions State Dummies
(1) (2) (3) (4) (5)
Default Option 1.06 1.06 1.97 1.39 1.99
(0.25) (0.25) (0.19) (0.13) (0.20)
Default Option Squared -1.18 -1.21 -2.22 —2.13 =217
(0.22 (0.23) (0.21) (0.15) (0.21)
Eecourse — —0.0620 — —0.0237 —
(0.0409) (0.0379)
Default Option * - - —1.52 —1.38 —1.65
Recourse (0.35) (0.21) (0.30)
Default Option Sq. * - - 1.57 1.42 1.82
Recourse (0.43) (0.29) (0.37)
LTV Ratio at 0.009 0.009 0.010 0.010 0.010
Origination (0.001) (0.001) (0.001) (0.001) (0.001)
Ln Loan Age 0.078 0.051 0.077 0.078 0.057
(0.005) (0.007) (0.005) (0.006) (0.007)
Purpose Type —0.097 —0.095 —0.099 —0.099 —0.113
Dummy (0.020) (0.021) (0.021) (0.022) (0.020)
Constant =275 —2.68 =2.78 =275 -2.28
(0.13) (0.16) (0.13) (0.16) (0.12)
% Defaults 0.050% 0.050% 0.050% 0.050% 0.050%
Log ps. likelihood —311.161 —311.001 —310.662 —310.643 —308.237
Pseudo R—squared 16.46% 16.50% 16.59% 16.60% 17.24%
MNumber of obs. 85,888,286 5888286 55.888.286 55 888286 85,888,286

Source: Ghent and Kudlyak (2011, Table 3)

19



KD T A)L hOOBE

®© F7NFER

> JO—XREBR&EE /> - UOD—-XBME(L,
15 E’JL%% ETTAI I\@%*‘EET(: 1EL )
(E73800Y (2)
> 1) J—XBIFE&E(E. negative equityDIRE T T
(Eb‘jj)l/ NOFEEERZF|ISTITD (3)

v J194E (default option = 1.0%) CTFHEi I &, ./
> - UO—XGEFT I A MMEXRZ6% LTS

v T JA) MREFOIYE (6.1%) TlE32%
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Nonrecourse Recourse

TIAIL hOBEE (BEEE)

0.0% 0.5% 1.0% 1.5% 2.0% 2.5% 3.0%
Negative equity (CIEH 9 DR
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KD T A)L hOOBE

®© F7RiER
> N EDBEENRZZERB L TH. ANRDIER

>

> BUFRICHDE. GSETIFTEVNDTRLD., B

(FZHS7R0N (5)
BARFOETEIHMMZE (BEORKIBZE) DK
ETH> T )L ZED TTZHETE (Table 7)

v $200,000LA_EDYIMFICF L TDF+. HRRD') 1—XK
RMIEDEENHDBND

[EERIEE CTREH D (Table 8)
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EitDT : T IAILNDAIAT

© T IAILbDIAT
> - AMEBDGS. EDFEELHERIC
& DHEI(Cshort salet®deed in lieulR EDFET
AR PR ZI1EIR I B u]geENEL)
> DITFERMNS (L, EERDIREGRNSZIFFEIND
(Table 11)
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® Direct default
> 60H7RULYLI0HDIERR (C. BN IMEFED
<INNZBE I (CTTAIL MRS
> [EEREY] =T AL &

> >« UOd—ZARMEERATNTULBIMEE,
direct defaultDFESEHNF L) (Table 12)
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I SFIKE

® EFIKEENDSRE

> ﬁ%ﬁf EBITICKDEUFORAFESE. U
ABFIEDIE DS HV M=
v ‘ﬁ%'ﬁkﬁ(?ﬂfﬁ <TRXBEJEEEN DD
> DATREEMNSI(E. FHICUI-—AMEZHEAU
TWLBMNDIFEDIHEFIKENT < IRDLEEH
HH1NSD (Table 13)
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> I & ICRIRDE UFRIDOBERIREDIEL ?
> FERIKEE(C K DEF] ?
® K DEIOMAFT (Li and Oswald,

> 2009%

FCE

FDA) VI M CEH T DIES

v’ recourseSnonrecourse/\

> RIHERS (IR B ORIREDPER EEZS IS T
1 k)t—EL.EﬂEﬁaNE %E%hﬁﬂbgs
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®@ Bao and Ding (forthcoming)
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® FEEMigIEZ
> B BRI S MigiEEY (FU3H
v OFHEO{fhf&15%

v' Seasonally adjusted, purchase-only index for 100
largest MSAs

v SIHTEAR (320008 ~20134F
> BRSO3 8

v FFEA : 2000Q1~2006Q2,” F&HA : 2006Q3~
2009Q1/[E1EHH : 2009Q2~2013Q3
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Case Shiller National Index Jan 2000 - June 2012

140 160 180 200

120

100

I | | I | | I
January2000 January2002 January2004 January2006 January2008 January2010 January2012
Period

Source: Bao and Ding (forthcoming, Figure 2) 31
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Ghent and Kudlyak (2011) (CKD
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® S B R HIBEER & LT ASE

T

£5L
hpi;
= Birec; + foboom; + Psburst; + Larec;

X boom;; + Psrec; X burst;; + z ykxﬁr + &j¢

k
> hpi: MARZE{EER (100 x AIn(HPI))
> rec: ) 1— X B &
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© U1—REFEDFIE

> J > UO—XRBME EEAXRT
v FFHR (boom = 1): By + B,
v N&HH (burst = 1): By + Bs
v’ [Ol188R (boom = burst = 0): 5,

> FREESNDHEFS
V 1+ B <0
v B1+Bs>0
v B <0
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DT . ABNEMS

1 2 3 5
recourse ) 37*+ —{).35%* —{).35%=* —{).30%*
(-2.3) (-2.3) (-2.3) (-1.8)
boom |.07%*% | 8Q*** 2 Q5*&% 2.30%**
(9.8) (8.8) (10.7) (6.9)
burst —3.1(**=* -2, 83%%# —] . 8Q%** —-2.00%**
(-5.2) (-5.0) (-3.4) (-3.3)
boom_recourse -0.2 —0.15 -0.17 -0.07
(-0.8) (-0.6) (-0.7) (-0.2)
burst_recourse 1.67%%# 1.54*+ 1.55%+ ].88%+#
(2.6) (2.5) (2.5) (2.6)
pop 0.00 (.00 0.00
(0.3) (0.5) (0.4)
unempl —).43 %%+ —().33%%# —).20***
(-<7.0) (-5.1) (-2.7)
income 0.05* 0.07** 0.08 ***
(1.7) (2.4) (2.7)
prime —).56%%* ). 57*%#
(-8.6) (=3.0)
cost ) O)**=
(-3.2)
saiz 0.03
(-04)
wrluri 0.33%++
Q2.7
Observations 5400 5.100 5.100 2.295
Number of 1d 100 100 100 45
within 0.258 0.309 0317 0321
between 0.02 0.211 0.229 0.217
overall 0.255 0.306 0.315 0319

Source: Bao and Ding (forthcoming, Table 4)
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