
Modeling the Performance of FHA-Insured Loans:
Borrower Heterogeneity and the Exercise of
Mortgage Default and Prepayment Options

Yongheng Deng

Click here if your download doesn"t start automatically

http://zonebook.me/go/read.php?id=1288920997
http://zonebook.me/go/read.php?id=1288920997
http://zonebook.me/go/read.php?id=1288920997


Modeling the Performance of FHA-Insured Loans: Borrower
Heterogeneity and the Exercise of Mortgage Default and
Prepayment Options

Yongheng Deng

Modeling the Performance of FHA-Insured Loans: Borrower Heterogeneity and the Exercise of
Mortgage Default and Prepayment Options Yongheng Deng
Although mortgage loans to lower-income and higher credit risk borrowers are characterized by elevated
default probabilities, those risks may be mitigated by their slower prepayment speeds. Loans to higher credit
risk borrowers may prepay more slowly (when prepayment option is "in the money") owing to difficulties in
borrower access to mortgage credit, problems of mortgage qualification, limited borrower knowledge of
mortgage refinance options, or damped residential mobility. Because the prepayment risk premium is
substantial, the differentially slower prepayment speeds of loans to higher risk borrowers may have
important implications for loan profitability and for efforts to expand homeownership among those groups.
This paper estimates an option-based hazard model to simultaneously assess the competing risks of mortgage
default and prepayment. In so doing, the analysis seeks to assess the differential default and prepayment
probabilities among higher credit risk FHA mortgage borrowers. The empirical model derives from option
theory and employs well-specified proxies for the mortgage put and call options in the default and
prepayment equations. Further, given the availability of high quality micro data, the estimating equations
control for borrower credit worthiness (credit scores) and other common underwriting variables among the
approximately 40 contemporaneous and time-invariant indicators of borrower, loan, and locational risk.
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From reader reviews:

Delores Nault:

Have you spare time for the day? What do you do when you have far more or little spare time? Sure, you can
choose the suitable activity regarding spend your time. Any person spent their own spare time to take a
wander, shopping, or went to the actual Mall. How about open as well as read a book eligible Modeling the
Performance of FHA-Insured Loans: Borrower Heterogeneity and the Exercise of Mortgage Default and
Prepayment Options? Maybe it is to be best activity for you. You know beside you can spend your time with
the favorite's book, you can more intelligent than before. Do you agree with its opinion or you have
additional opinion?

Bonita Crist:

The book Modeling the Performance of FHA-Insured Loans: Borrower Heterogeneity and the Exercise of
Mortgage Default and Prepayment Options gives you the sense of being enjoy for your spare time. You can
utilize to make your capable a lot more increase. Book can to be your best friend when you getting strain or
having big problem with your subject. If you can make reading a book Modeling the Performance of FHA-
Insured Loans: Borrower Heterogeneity and the Exercise of Mortgage Default and Prepayment Options to
get your habit, you can get far more advantages, like add your capable, increase your knowledge about a
number of or all subjects. You are able to know everything if you like available and read a e-book Modeling
the Performance of FHA-Insured Loans: Borrower Heterogeneity and the Exercise of Mortgage Default and
Prepayment Options. Kinds of book are a lot of. It means that, science book or encyclopedia or others. So ,
how do you think about this publication?

Sharon Hafer:

Playing with family within a park, coming to see the ocean world or hanging out with buddies is thing that
usually you might have done when you have spare time, and then why you don't try point that really opposite
from that. 1 activity that make you not sense tired but still relaxing, trilling like on roller coaster you have
been ride on and with addition of knowledge. Even you love Modeling the Performance of FHA-Insured
Loans: Borrower Heterogeneity and the Exercise of Mortgage Default and Prepayment Options, you could
enjoy both. It is fine combination right, you still wish to miss it? What kind of hang-out type is it? Oh
seriously its mind hangout fellas. What? Still don't buy it, oh come on its identified as reading friends.

Duane Harden:

What is your hobby? Have you heard that will question when you got students? We believe that that query
was given by teacher with their students. Many kinds of hobby, Everybody has different hobby. So you
know that little person just like reading or as examining become their hobby. You need to know that reading
is very important in addition to book as to be the issue. Book is important thing to add you knowledge,
except your personal teacher or lecturer. You will find good news or update about something by book.



Different categories of books that can you take to be your object. One of them is Modeling the Performance
of FHA-Insured Loans: Borrower Heterogeneity and the Exercise of Mortgage Default and Prepayment
Options.
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