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Although mortgage |oans 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 difficultiesin
borrower access to mortgage credit, problems of mortgage qualification, limited borrower knowledge of
mortgage refinance options, or damped residential maobility. Because the prepayment risk premium is
substantial, the differentialy 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 optionsin 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:
Tyler Woodley:

Nowadays reading books become more than want or need but also turn into alife style. This reading routine
give you lot of advantages. The huge benefits you got of course the knowledge the particular information
inside the book in which improve your knowledge and information. The knowledge you get based on what
kind of guide you read, if you want attract knowledge just go with knowledge books but if you want
experience happy read one having theme for entertaining for instance comic or novel. Typically the
Modeling the Performance of FHA-Insured Loans: Borrower Heterogeneity and the Exercise of Mortgage
Default and Prepayment Options is kind of reserve which is giving the reader erratic experience.

GeneTaylor:

The actual book Modeling the Performance of FHA-Insured Loans: Borrower Heterogeneity and the
Exercise of Mortgage Default and Prepayment Options will bring someone to the new experience of reading
the book. The author style to explain the ideais very unique. If you try to find new book to study, this book
very acceptable to you. The book Modeling the Performance of FHA-Insured L oans: Borrower
Heterogeneity and the Exercise of Mortgage Default and Prepayment Options is much recommended to you
to read. Y ou can also get the e-book from the official web site, so you can quickly to read the book.

Sheila Davis:

Don't be worry for anyone who is afraid that this book will probably filled the space in your house, you can
have it in e-book method, more simple and reachable. This kind of Modeling the Performance of FHA-
Insured Loans: Borrower Heterogeneity and the Exercise of Mortgage Default and Prepayment Options can
give you alot of buddies because by you considering this one book you have factor that they don't and make
aperson more like an interesting person. This specific book can be one of one step for you to get success.
This guide offer you information that perhaps your friend doesn't know, by knowing more than other make
you to be great people. So , why hesitate? We need to have Modeling the Performance of FHA-Insured
Loans: Borrower Heterogeneity and the Exercise of Mortgage Default and Prepayment Options.

Angie Blakney:

Aswe know that book is very important thing to add our understanding for everything. By a book we can
know everything we wish. A book isalist of written, printed, illustrated or perhaps blank sheet. Every year
has been exactly added. This publication Modeling the Performance of FHA-Insured Loans: Borrower
Heterogeneity and the Exercise of Mortgage Default and Prepayment Options was filled about science.
Spend your free time to add your knowledge about your scientific research competence. Some people has
diverse feel when they reading the book. If you know how big benefit of abook, you can really feel enjoy to
read areserve. In the modern eralike right now, many waysto get book that you simply wanted.
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