Online Appendix for ’To Securitize or to Price Credit

Risk?’

A: Mortgage Default and Lenders’ Costs of Default

To formally inspect whether JR law raises credit risk by increasing the probability and
cost of mortgage default to lenders, we use loan-level information provided by the Fannie

Mae Single Family Loan database between 2000 and 2017 to estimate the equation
(1) Yist = @+ BJRs + v Xust + 01 + 0r + st

where y;s is either the FORECLOSURE_COST (in logarithms) incurred by lender [ on
mortgage loan i in state s at time ¢, or DEFAULT (a binary dummy variable); JR; is a
dummy equal to 1 if state s uses JR law, 0 otherwise; X is a vector of controls; §; and o,
denote lender and year fixed effects, respectively; e;; is the error term.

Table A1 presents the estimates. The unconditional specification in column 1 shows JR
law imposes 65% higher costs on lenders, relative to PS law. Column 2 shows that this result
remains economically and statistically significant when we control for the DTT ratio, term
to maturity, local house prices and per capita income. Next, we test whether the rate of
mortgage default is related to foreclosure law. Consistent with previous evidence (Gerardi
et al. (2013), Demiroglu et al. (2014), and Mian et al. (2015)), columns 3 and 4 of Table
A1 show that the probability of default is significantly higher in JR states. Economically,
the size of this effect is substantial. Column 4 shows the probability of default is 0.28
percentage points higher in JR relative to PS states. Considering the mean default rate in

the sample is 0.78%, this equates to a 35% increase.



Table Al: Probability of Default and Foreclosure Costs

Notes: This table presents estimates of equation (1). The sample in columns 1 and 2 use only observations
where default has occurred. Standard errors are clustered at the state level and the corresponding t-statistics

are reported in parentheses.

k% and Kok

indicate statistical significance at the 5% and 1% levels, respectively.

1 2 3 4
Dependent variable FORECLOSURE_COST FORECLOSURE_.COST DEFAULT DEFAULT
JR 0.5033%** 0.5223%** 0.0021%%*%  0.0028***
(14.85) (13.54) (15.91) (21.87)

PER_CAPITA_INCOME 0.0031 -0.0065***

(0.04) (-44.68)
DTI 0.0187 0.0014%**

(0.86) (10.79)
TERM_TO_MATURITY -0.0127 0.0002%**

(-0.76) (8.63)
HOUSE_PRICES 0.3258%** 0.0113%**

(2.42) (43.79)
Lender FE Yes Yes Yes Yes
Year FE Yes Yes Yes Yes
Observations 17,091 17,091 2,182,591 2,182,591
R? 0.05 0.05 0.01 0.01




Figure Al: Mortgage Default Rates

Notes: This figure shows the mean rate of mortgage default, defined as the share of mortgages that are at
least 90 days late, in JR and PS states between 2000 and 2018. Source: data for 2000 to 2002 is taken from
the NY Fed, data for 2003 to 2018 is from the Consumer Financial Protection Bureau.
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T-test on Mortgage Default Rates

Notes: JR (PS) indicates the mean default rate (in %) in JR (PS) states between 2000 and 2018. Difference
is the difference between JR and PS. t-statistic is the t-statistic from a two-sided test of equality between
JR and PS. *** indicates statistical significance at the 1% level.

JR PS Difference t-statistic
2.6814 2.2134 0.4680*** 4.5464

Figure A1 illustrates the mean mortgage default rate in JR and PS states between 2000
and 2018. A t-test shows the annual default rate is approximately 0.4680 percentage points
higher in JR compared to PS states. Compared to the mean of mortgage default rates in
PS states, this estimate implies that the mean default rate is approximately 21% higher
in JR states during the sample period. This difference is statistically significant at the 1%
level (t-statistic = 4.5464).



B: Geographical Spread of the Data and Variable Description

B.1: Geographical Spread of the Data

Table A2: Observations in Each Border Pair

Notes: This table reports the number of observations in each border pair in our sample. Pair denotes the
bordering states. Obs denotes number of observations.

Pair Obs  Pair Obs  Pair Obs  Pair Obs
FL-AL 10,570 MS-LA 11,659 OK-MO 524 VA-KY 961
GA-FL 18,448 ND-MN 3,136 RI-CT 7,037  VA-MD 47,318
KS-CO 48 ND-MT 312 RI-NY 174  VT-MA 918
LA-AR 1515 NE-IA 10,706 SC-GA 16,571 VT-NH 3,955
MA-CT 15,973 NE-KS 340  SC-NC 54,926 WI-MI 4,570
MD-DC 14,394 NH-ME 9,215 SD-MN 804  WI-MN 47,833
MI-IN 14,424 NM-AZ 90 SD-MT 10 WV-KY 965
MN-TA 2,194 NM-CO 378 SD-NE 774 WV-MD 3,632
MO-IA 846 NY-MA 5245 TN-KY 16,274 WV-OH 7,174
MO-IL 26,593 OH-MI 43,644 TX-LA 5,024 WV-PA 13,653
MO-KS 24,765 OK-AR 5811 TX-NM 3,493 WY-SD 964
MO-KY 221 OK-CO 3 TX-OK 4,673




C: Legal Appendix

We develop a system to classify each state as a JR or PS jurisdiction. The flowchart
below illustrates the essence of this classification system. We first read the citations
to foreclosure law in each state’s statute book. This indicates whether a state permits
foreclosure through JR, PS, or both procedures. Where only one procedure is available we
designate a state as either a JR or PS state (although we also verify this using data). To
identify the most common method in states where the law permits both procedures, we
use four additional criteria and data collected from state statutes, foreclosure attorneys,
foreclosure auctions, and evidence from the legal literature to verify whether JR or PS law

is used. We report the criteria and this data on a state-by-state basis below.

Read citations to
foreclosure law in each
state’s statute book

' 4 1 4 v

State only State only State permits

permits JR permits PS JR and PS

foreclosure foreclosure foreclosure
IR law PS law

Use 4 criteria and data to measure
frequency of PS procedures

4 4

<2 criteria >2 criteria

consistent consistent

with PS law with PS law
JR law PS law



Criteria 1: The text of the law codified in each state’s statute book.

We first locate the citations to state foreclosure law in each state’s statute book. For
example, for California these are in the California Civil Code Sections 2924 through 29241
and California Code of Civil Procedure Sections 580a through 580d. For Massachusetts
the legal process regulating foreclosure is in Massachusetts General Laws Chapter 244.
We then screen the text to ascertain whether the state permits foreclosure using Judicial
Review, Power of Sale or both procedures. Where only one type of procedure is permitted,
we assign a state to that type of law. Although, we also verify this classification using data
we describe below. Where both procedures are available, we use Criteria 2 to 5 to identify

the most common foreclosure method.

Criteria 2: Does the state mandate that lenders initiate the foreclosure process by

providing notice of foreclosure in court?

Each state’s legal rules stipulate how lenders provide Notice of Foreclosure to borrowers.
In Judicial Review states lenders must provide Notice of Foreclosure by filing a lawsuit in
court and serving the borrower with a summons and complaint. In Power of Sale states the
lender or trustee typically records a three month notice of default in the County Recorder’s
office and sends a copy to the borrower after the recording (a Notice of Trustee Sale). Power
of Sale law does not require that the process is initiated by filing a lawsuit in court. Judicial
Review is more common where a Notice of Foreclosure must be filed in court.

Florida provides an illustrative example of the Notice of Foreclosure process in Judicial
Review states. The lender must file a lawsuit in court by serving the borrower with a
summons and complaint. The borrower then has 20 days to file an answer to the complaint
with the court. If the court determines that the borrower has defaulted on the mortgage, the
judge enters a final judgment of foreclosure and mails a copy to the borrower. A date is then
set for a court hearing when a judgment is declared (the judgment date). The foreclosure

sale must take place between 20 to 35 days after the judgment date, unless the court order



states otherwise (Florida Statutes Section 45.031). The foreclosing lender must then publish
a notice of the foreclosure sale in a newspaper once a week for two consecutive weeks, with
the second publication at least five days before the sale (Florida Statutes Section 45.031).

The Notice of Trustee Sale process in California is representative of Power of Sale
states. To begin the foreclosure process the lender or trustee records a three month notice
of default in the county recorder’s office and mails a copy to the borrower after recording

it (California Civil Code Section 2924, 2924b).

Criteria 3: Data collected from foreclosure attorneys on the frequency of Judicial Review

and Power of Sale procedures in the cases they are involved.

We interviewed foreclosure attorneys from each state and asked what in their experience
was the most common foreclosure procedure used in the state they operate in. In almost
all instances attorneys are unequivocal. Where state law permits both Judicial Review and
Power of Sale foreclosure, Power of Sale is invariably used. Where state law permits only

one form of foreclosure, that method is used in all cases attorneys have been involved.

Criteria 4: Lis Pendens notices / data on foreclosed properties listed for foreclosure

auctions on Realtytrac.com.

We randomly sampled 100 foreclosed properties from each state listed for foreclosure auction

! Each listing reports whether the borrower was issued with a Lis

on Realtytrac.com.
Pendens notice ahead of the auction. This is a notice of foreclosure that is issued pending
Judicial Review foreclosure actions.

We calculate the share of the 100 foreclosed properties that were issued Lis Pendens
notices in each state. The higher the share, the more common is Judicial Review. The

evidence below shows that the Lis Pendens share is either 100% or close to 100% in states

that permit foreclosure exclusively through Judicial Review. In states that permit both

1Owing to their smaller populations, there are fewer properties listed for foreclosure auction in South Dakota
and Montana. We therefore rely upon 27 observations for South Dakota and 58 for Montana.



Judicial Review and Power of Sale, there are exceptionally few instances of Lis Pendens

notices. This is consistent with the evidence from foreclosure attorneys that where Power
of Sale is available, lenders overwhelmingly use it.
Figure A2: Lis Pendens Notices

Notes: This figure shows two foreclosed properties listed for auction on Realtytrac.com. Panel A shows a
listing for a house in California, a Power of Sale state. Panel B shows a listing for a house in Kentucky, a

Judicial Review state. Source: Realtytrac.com.

A: California (Power of Sale State) B: Kentucky (Judicial Review State)
Foreclosure Document Info Foreclosure Document Info
}_ NOTICE OF PUBLIC FORECLOSURE AUCTION )_ NOTICE OF PUBLIC FORECLOSURE AUCTION
Estimated Opening Bid: $255.000 Estimated Opening Bid: $212.000
Auction Date: 01/14/2019 Auction Date: 11/28/2018

Because auction dates often change or are postponed, we recommend you verify the auction date and

Because auction dates often change or are postponed, we recommend you verify the auction date and
location with the Trustee.

location with the Trustee

Foreclosure Status: Auction (Notice of Trustee Sale) Foreclosure Status: Auction (Notice of Foreclosure Sale)
Entered Date: 11/15/2018 Entered Date: 11/15/2018
Foreclosure Timeline Foreclosure Timeline
]
Not in Foreclosure Pre-Foreclosure Auction Not in Foreclosure Pre-Foreclosure Auction Bank Owned
11/15/2018 A notice of trustee sale has been issued. The 11/15/2018 A notice of foreclosure sale has been issued.
Notice of Trustee Sale issued Property is scheduled to be sold at public Notice of Foreclosure Sale The property is scheduled to be sold at public
auction for $255,000 on 1/14/2019. - auction.
issued
03/23/2018 The owner of this property was served a .
. . £ ; 04/04/2014 The owner of this property was served a
Notice of Default issued notice of default for missed mortgage Lis Pendens issued notice of lis pendens for missed mortgage

payments of $8,848. payments.

Figure A2 provides details of two foreclosed auction properties listed on Realtytrac.com.
In Panel A there is no mention of a Lis Pendens notice. Rather a Notice of Trustee Sale
is issued. These data are consistent with California using Power of Sale law. In Panel B
a Lis Pendens notice is recorded, consistent with Kentucky using Judicial Review law. In

addition, a Notice of Foreclosure sale is issued (Criteria 2).

Criteria 5: Contributions to the legal literature.

We retrieve data reported by Ghent (2014), published in the Journal of Law and

Economics, on the frequency that Power of Sale is used to foreclose in each state.



Legal Classification System

Using the 5 criteria, and the data reported below, we designate each state as either
Judicial Review or Power of Sale. To preview the results, there is no ambiguity in states’
foreclosure law.

Following Criteria 1 we designate the 17 states that exclusively mandate Judicial
Review foreclosure as JR states (Connecticut, Delaware, Florida, Illinois, Indiana, Kansas,
Kentucky, Louisiana, New Jersey, New Mexico, North Carolina, North Dakota, Ohio,
Pennsylvania, South Carolina, Vermont, Wisconsin). Owing to some idiosyncrasies we
discuss Delaware and Pennsylvania separately below. We designate the District of Columbia
a PS jurisdiction because it allows only Power of Sale foreclosure.

The remaining states permit both types of foreclosure. We therefore use Criteria 2-5 to
assign them to JR or PS status. We calculate a PS index that ranges between 0 and 4. We
award 1 point if a Notice of Foreclosure in court is not required, 1 point if Power of Sale
is the most common type of procedure reported by attorneys, 1 point if the Lis Pendens
incidence is less than 10%, and 1 point if Ghent (2014) reports Power of Sale frequency as
"Usual’.?

23 states have a PS index of 4. We therefore assign them to PS status (Alabama,
Alaska, Arizona, Arkansas, California, Georgia, Idaho, Michigan, Minnesota, Mississippi,
Missouri, Montana, Nevada, New Hampshire, Oregon, Rhode Island, Tennessee, Texas,
Utah, Virginia, Washington, West Virginia, and Wyoming).

3 states have a PS index of 3 (Colorado, Maryland, Massachusetts, and Nebraska). We
assign them to PS status on the grounds that they meet the majority of our PS criteria.

The reasons for these designations are:

Colorado only uses a Judicial Review process when the borrower is protected under
the Service Members Civil Relief Act (known as a “Rule 120 hearing”). This applies

exclusively to veterans and is seldom used. Power of Sale is thus the default option. All

2We choose a 10% Lis Pendens threshold to remain consistent with Type-I errors.



other indicators are consistent with PS law.

Massachusetts state law mandates Lis Pendens notices are filed before a foreclosure auction,
despite Power of Sale being the default method of foreclosure. See Massachusetts General

Laws Chapter 184 Section 15(a)-(b). All other indicators are consistent with PS law.

Nebraska: Ghent (2014) reports Power of Sale as being ’Available’ rather than 'Usual’. All

other indicators are consistent with PS law.

6 states permit foreclosure using Judicial Review or Power of Sale and have PS index values
between 0 and 2. Iowa, Maine, and New York have a PS index of 0. Oklahoma has a PS
index of 1. South Dakota has a PS index of 2. We assign all five states to JR status because

while Power of Sale is available, idiosyncrasies of state law effectively rule out Power of Sale.

Iowa (PS index = 0): we classify lowa as a JR state. Although Iowa permits Power of
Sale, this procedure can only be used where borrowers voluntarily give up possession of
their home and the lender agrees to waive any deficiency. This type of procedure is rarely
used. All other criteria are consistent with Judicial Review. For example, lenders file a
Notice of Foreclosure in court, the Lis Pendens incidence is 100%, attorneys report Judicial

Review as the default option, and Ghent (2014) reports Power of Sale as being "Unavailable’.

Maine (PS index = 0): lenders must initiate a foreclosure by providing a Notice of
Foreclosure in court, attorneys report JR as the most common procedure, the Lis Pendens
incidence is 100%, and Ghent (2014) reports Power of Sale as 'Rare’. Maine has used

Judicial Review historically such that it is the default option.
New York (PS index = 0) has used Judicial Review law since at least the 1800s (Fox, 2015).

Lenders must initiate a foreclosure by providing a Notice of Foreclosure in court, attorneys

report Judicial Review as the most common procedure, the Lis Pendens incidence is 100%,
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and Ghent (2014) reports Power of Sale as 'Rare’. In essence, despite both foreclosure
procedures being available in New York, historical precedent means that only Judicial
Review is used. The classification is consistent with the huge number of foreclosure cases

and court backlogs in New York.

Maryland (PS index = 1): from criteria 2-5 all indicators are consistent with Judicial
Review, except that Ghent (2014) reports the Power of Sale frequency as usual. However,
lenders must start the foreclosure process by filing a Notice of Foreclosure in the County
Circuit court where the property is located, attorneys report Judicial Review as the default
procedure and a court must ratify the foreclosure sale, and the Lis Pendens incidence is
100%. Furthermore, Pence (2006), Demiroglu et al. (2014) and Ghent and Kudlyak (2011)

classify Maryland as a Judicial Review state.

Oklahoma (PS index = 1): lenders do not have to file a Notice of Foreclosure in court.
However, while Power of Sale is permitted, borrowers can force a lender to use Judicial
Review by sending a certified letter electing for judicial foreclosure to the lender and the
county clerk’s office (Oklahoma Statute title 46, Section 43). Delinquent borrowers have
often chosen this route such that lenders invariably use Judicial Review. All other criteria

are consistent with Judicial Review law.

South Dakota (PS index = 2): we classify South Dakota as a Judicial Review state
because borrowers can easily challenge Power of Sale foreclosure and demand the process
is overseen by a judge (South Dakota Codified Laws Section 21-48-9). Hence, while only
4% of foreclosed borrowers are issued with Lis Pendens notices, Power of Sale is rarely
used. Ghent (2014) also reports Power of Sale to be 'Rare’. Conversations with foreclosure

attorneys confirm this.

Hawaii is the only state that effectively changes the type of foreclosure law it uses during

recent years. Hawaii permits foreclosure using both Judicial Review and Power of Sale.

11



Before 2011 Power of Sale was the default option. However, Hawaii effectively became a
Judicial Review state in 2011 following the introduction of a Mortgage Foreclosure Dispute
Resolution program that applies exclusively to Power of Sale foreclosures. This program
brings borrowers and lenders together with the goal of resolving mortgage default. This
can result in a longer foreclosure timeline as the borrower is granted time to find ways to
avoid foreclosure. To avoid the burdens this imposes, lenders now mainly foreclose using
Judicial Review. This classification is supported by the fact that lenders file a Notice of
Foreclosure in court, evidence from attorneys supports Judicial Review is primarily used,

and the Lis Pendens incidence is 64%.

Table A3: Foreclosure Cost and Timeline across Legal Frameworks

Notes: Legal framework is the type of legal process used to regulate foreclosure. FORECLOSURE_COST
is the mean cost incurred by lenders foreclosing mortgages in each legal framework. Data on
FORECLOSURE_COST and TIMELINE are taken from the SFLD database.

1 2
Legal framework FORECLOSURE_COST TIMELINE

(%) (Days)
Power of sale 4,035 101
Judicial review 6,428 252
Scire facias 8,304 275

Finally, we discuss Delaware and Pennsylvania separately. Both states’ law allows only
Judicial Review foreclosure. However, they rely upon scire facias law which is designed
to be somewhat more creditor friendly than Judicial Review law by placing the onus on
borrowers to provide evidence why a lender should not be allowed to foreclose. Despite this
feature, Table A3 emphatically shows that scire facias is neither expedient nor cheap for
lenders. Data show the mean cost to a lender of foreclosing a property is $8,304 in scire
facias states compared to $4,035 and $6,428 in Power of Sale and Judicial Review states,
respectively. In addition, the foreclosure timeline is 275 days in scire facias states compared
to 101 and 252 days in Power of Sale and Judicial Review states, respectively. We therefore
classify Delaware and Pennsylvania as Judicial Review states because 1) the law mandates
foreclosure is overseen by a judge, and 2) the foreclosure process is, on average, longer and

more costly to lenders relative to even Judicial Review states.
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Legal Appendix Data

This section reports the state-by-state data we use to evaluate the five criteria and classify
each state’s foreclosure law. For each state we report the citations to foreclosure in state
law, whether the state permits foreclosure through Judicial Review, Power of Sale, or both
procedures, if a lender must provide Notice of Foreclosure in court, the most common type
of foreclosure procedure reported by foreclosure attorneys operating in the state, the share
of foreclosed properties listed for auction on Realtytrac.com with Lis Pendens notices, and
the frequency of Power of Sale reported by Ghent (2014).

Alabama

Clitations to state foreclosure law: Alabama Code Sections 35-10-1 to 35-10-30, and
Sections 6-5-247 to 6-5-257.

Law available: Judicial Review & Power of Sale.

Notice of Foreclosure in court: No.

Most common type of procedure (attorneys): Power of Sale.

Lis Pendens incidence: 0%.

PS frequency (Ghent, 2014): Usual.

Alaska

Citations to state foreclosure law: Alaska Statutes Sections 34.20.070 to 34.20.100.
Law available: Judicial Review & Power of Sale.

Notice of Foreclosure in court: No.

Most common type of procedure (attorneys): Power of Sale.

Lis Pendens incidence: 0%.

PS frequency (Ghent, 2014): Usual.

Arizona

Clitations to state foreclosure law: Arizona Revised Statutes Sections 33-721 to 33-730
(judicial), and Sections 33-801 to 33-821 (nonjudicial).

Law available: Judicial Review & Power of Sale.

Notice of Foreclosure in court: No.

Most common type of procedure (attorneys): Power of Sale.

Lis Pendens incidence: 0%.

PS frequency (Ghent, 2014): Usual.

Arkansas

Clitations to state foreclosure law: Arkansas Code Annotated Sections 18-49-101 through
18-49-106, and Sections 18-50-101 through 18-50-116.

Law available: Judicial Review & Power of Sale.

Notice of Foreclosure in court: No.

Most common type of procedure (attorneys): Power of Sale.

Lis Pendens incidence: 0%.
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PS frequency (Ghent, 2014): Usual.

California

Citations to state foreclosure law: California Civil Code Sections 2924 through 29241, and
California Code of Civil Procedure Sections 580a through 580d.

Law available: Judicial Review & Power of Sale.

Notice of Foreclosure in court: No.

Most common type of procedure (attorneys): Power of Sale.

Lis Pendens incidence: 0%.

PS frequency (Ghent, 2014): Usual.

Colorado

Citations to state foreclosure law: Colorado Revised Statutes Sections 38-38-100.3 through
38-38-114.

Law available: Judicial Review & Power of Sale.

Notice of Foreclosure in court: No.

Most common type of procedure (attorneys): Power of Sale. There is some minimal court
involvement when the attorney representing the foreclosing party files a motion under
Rule 120 of the Colorado Rules of Civil Procedure asking a court for an order authorizing
the foreclosure sale by the public trustee. The court sets a hearing (called a “Rule 120
hearing” ), which is limited to an inquiry of whether the borrower is in default and in the
military and subject to protections under the Service Members Civil Relief Act. Neither of
these issues is typically in dispute, such that Rule 120 hearings do not need to take place
and the court enters the requested order.

Lis Pendens incidence: 0%.

PS frequency (Ghent, 2014): Usual.

Connecticut

Citations to state foreclosure law: Connecticut General Statutes Title 49, Sections 49-1
through 49-31v, and Connecticut Superior Court Rules 23-16 through 23-19.

Law available: Judicial Review.

Notice of Foreclosure in court: Yes. The foreclosing party starts the foreclosure by filing a
complaint with the court and serving it to the borrower along with a summons.

Most common type of procedure (attorneys): Judicial Review. Foreclosures are either by
sale (where the court orders the home sold and the proceeds paid to the foreclosing party
to satisfy the outstanding debt) or strict foreclosure (where the court transfers title to the
home directly to the foreclosing party without a foreclosure sale). Connecticut Geneneral
Statutes Section 49-24.

Lis Pendens incidence: 100%.

PS frequency (Ghent, 2014): Unavailable.

Delaware
Citations to state foreclosure law: Delaware Code Annotated Title 10, Chapter 49, Sections
5061 through 5067.
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Law available: Judicial Review.

Notice of Foreclosure in court: Yes. To officially start the foreclosure, the foreclosing party
files a lawsuit in court and provides notice of the suit to the borrower by serving him or
her with a summons and complaint.

Most common type of procedure (attorneys): Judicial Review. The lender must sue the
borrower in court in order to foreclose.

Lis Pendens incidence: 100%.

PS frequency (Ghent, 2014): Unavailable.

District of Columbia

Clitations to state foreclosure law: District of Columbia Code Sections 42-815 through
42-816.

Law available: Power of Sale.

Notice of Foreclosure in court: No.

Most common type of procedure (attorneys): Power of Sale.

Lis Pendens incidence: 0%.
PS frequency (Ghent, 2014): Usual.

Florida

Clitations to state foreclosure law: Florida Statutes Sections 702.01 through 702.11, and
Sections 45.031 through 45.0315.

Law available: Judicial Review.

Notice of Foreclosure in court: Yes. The foreclosing party files a lawsuit in court to start
the foreclosure and gives notice of the lawsuit by serving the borrower with a summons
and complaint.

Most common type of procedure (attorneys): Judicial Review.

Lis Pendens incidence: 100%.

PS frequency (Ghent, 201/4): Unavailable.

Georgia

Citations to state foreclosure law: Georgia Code Annotated Sections 44-14-160 through
44-14-191.

Law available: Judicial Review & Power of Sale.

Notice of Foreclosure in court: No.

Most common type of procedure (attorneys): Power of Sale.

Lis Pendens incidence: 0%.

PS frequency (Ghent, 2014): Usual.

Hawaii

Citations to state foreclosure law: Hawaii Revised Statutes Sections 667-1.5 through
667-20.1 (judicial), and Sections 667-21 through 667-41 (nonjudicial).

Law available: Judicial Review & Power of Sale.

Notice of Foreclosure in court: Required if a lender opts for foreclosure using Judicial
Review.
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Most common type of procedure (attorneys): Power of Sale (until 2011), Judicial Review
(post 2011). The state implemented a Mortgage Foreclosure Dispute Resolution Program
in 2011 which applies to Power of Sale foreclosures. To bypass the mediation program,
most lenders now use Judicial Review.

Lis Pendens incidence: 64%.

PS frequency (Ghent, 2014): Available.

Idaho

Citations to state foreclosure law: Idaho Code Sections 45-1505 through 45-1515.
Law available: Judicial Review & Power of Sale.

Notice of Foreclosure in court: No.

Most common type of procedure (attorneys): Power of Sale.

Lis Pendens incidence: 0%.

PS frequency (Ghent, 2014): Usual.

Illinois

Citations to state foreclosure law: Illinois Compiled Statutes Chapter 735, Sections
5/15-1501 through 5/15-1605.

Law available: Judicial Review.

Notice of Foreclosure in court: Yes. To begin the foreclosure, the foreclosing party files a
lawsuit and gives notice of the suit by serving the borrower with a complaint and summons,
along with a notice that advises the homeowner of his or her rights during the foreclosure
process.

Most common type of procedure (attorneys): Judicial Review.

Lis Pendens incidence: 100%.

PS frequency (Ghent, 2014): Unavailable.

Indiana

Citations to state foreclosure law: Indiana Code Sections 32-30-10-1 through 32-30-10

-14, Sections 32-29-1-1 through 32-29-1-11, and Sections 32-29-7-1 through 32-29-7-14.
Law available: Judicial Review.

Notice of Foreclosure in court: Yes. The foreclosing party gives the lender notice of the
lawsuit by serving a court summons and complaint.

Most common type of procedure (attorneys): Judicial Review.

Lis Pendens incidence: 100%.

PS frequency (Ghent, 2014): Unavailable.

Iowa

Clitations to state foreclosure law: Iowa Code Sections 654.1 through 654.26, and Sections
655A.1 through 655A.9.

Law available: Judicial Review & Power of Sale.

Notice of Foreclosure in court: To officially start the foreclosure, the lender files a lawsuit
in court.

Most common type of procedure (attorneys): Judicial Review. Iowa law also allows an
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alternative non-judicial voluntary foreclosures (where the borrower voluntarily gives up
possession of the home and the lender agrees to waive any deficiency). However, these
non-judicial procedures rarely occur.

Lis Pendens incidence: 100%.

PS frequency (Ghent, 2014): Unavailable.

Kansas

Citations to state foreclosure law: Kansas Statutes Annotated Sections 60-2410, 60-2414,
and 60-2415.

Law available: Judicial Review.

Notice of Foreclosure in court: The lender starts the foreclosure process by filing a lawsuit
in court.

Most common type of procedure (attorneys): Judicial Review.

Lis Pendens incidence: 100%.

PS frequency (Ghent, 2014): Unavailable.

Kentucky

Clitations to state foreclosure law: Chapter 426 of the Kentucky Revised Statutes.

Law available: Judicial Review.

Notice of Foreclosure in court: Yes. The foreclosing party gives the borrower notice of the
lawsuit by serving him or her with a summons and complaint.

Most common type of procedure (attorneys): Judicial Review.

Lis Pendens incidence: 100%.

PS frequency (Ghent, 2014): Unavailable.

Louisiana

Clitations to state foreclosure law: Louisiana Code of Civil Procedure Articles 3721 through
3753, Articles 2631 through 2772, and Louisiana Revised Statutes Section 13:3852.

Law available: Judicial Review.

Notice of Foreclosure in court: Upon a default, the foreclosing party files a foreclosure
petition in court with the mortgage attached and the court orders the property seized and
sold. The homeowner can fight the foreclosure only by appealing or bringing a lawsuit.
Most common type of procedure (attorneys): Judicial Review.

Lis Pendens incidence: 100%.

PS frequency (Ghent, 2014): Unavailable.

Maine

Clitations to state foreclosure law: Maine Revised Statutes Title 14 Sections 6101 through
6325.

Law available: Judicial Review & Power of Sale.

Notice of Foreclosure in court: Yes. To officially start the foreclosure, the foreclosing party
files a lawsuit in court and gives notice of the suit by serving the borrower a summons and
complaint.

Most common type of procedure (attorneys): Judicial Review.
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Lis Pendens incidence: 100%.
PS frequency (Ghent, 2014): Rare.

Maryland

Citations to state foreclosure law: Code of Maryland (Real Property) Sections 7-105
through 7-105.8, Maryland Rules 14-201 through 14-209, and Rules 14-305 through 14-306.
Law available: Judicial Review & Power of Sale.

Notice of Foreclosure in court: Yes. The lender initiates a foreclosure case with the Circuit
Court in the county in which the property is located.

Most common type of procedure (attorneys): Judicial Review.

Lis Pendens incidence: 100%.

PS frequency (Ghent, 2014): Usual.

Massachusetts

Clitations to state foreclosure law: Massachusetts General Laws Chapter 244.
Law available: Judicial Review & Power of Sale.

Notice of Foreclosure in court: No.

Most common type of procedure (attorneys): Power of Sale.

Lis Pendens incidence: 99%.

PS frequency (Ghent, 2014): Usual.

Michigan

Citations to state foreclosure law: Michigan Compiled Laws Sections 600.3101 through
600.3185, and Sections 600.3201 through 600.3285.

Law available: Judicial Review & Power of Sale.

Notice of Foreclosure in court: No.

Most common type of procedure (attorneys): Power of Sale.

Lis Pendens incidence: 0%.

PS frequency (Ghent, 2014): Usual.

Minnesota

Clitations to state foreclosure law: Minnesota Statutes Sections 580.01 through 580.30
(foreclosure by advertisement), Sections 581.01 through 581.12 (foreclosure by action), and
Sections 582.01 through 582.32 (general foreclosure provisions).

Law available: Judicial Review & Power of Sale.

Notice of Foreclosure in court: No.

Most common type of procedure (attorneys): Power of Sale.

Lis Pendens incidence: 0%

PS frequency (Ghent, 2014): Usual

Mississippi
Citations to state foreclosure law: Mississippi Code Annotated Sections 89-1-55 through
89-1-59.

Law available: Judicial Review & Power of Sale.
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Notice of Foreclosure in court: No.

Most common type of procedure (attorneys): Power of Sale.
Lis Pendens incidence: 0%.

PS frequency (Ghent, 2014): Usual.

Missouri

Citations to state foreclosure law: Missouri Revised Statutes Sections 443.290 through
443.440 (nonjudicial foreclosures), and Missouri Revised Statutes Section 443.190 and
443.280 (judicial foreclosures).

Law available: Judicial Review & Power of Sale.

Notice of Foreclosure in court: No.

Most common type of procedure (attorneys): Power of Sale.

Lis Pendens incidence: 0%.

PS frequency (Ghent, 2014): Usual.

Montana

Clitations to state foreclosure law: Montana Code Annotated Sections 71-1-221 through
71-1-235, and Sections 71-1-301 through 71-1-321.

Law available: Judicial Review & Power of Sale.

Notice of Foreclosure in court: No.

Most common type of procedure (attorneys): Power of sale. Home mortgages in Montana
are trust indentures (also known as deeds of trust) under the state’s Small Tract Financing
Act, which is for properties that do not exceed 40 acres. This type of mortgage can
be foreclosed nonjudicially (without a lawsuit) or judicially (with a lawsuit). However,
non-judicial foreclosure is the default option.

Lis Pendens incidence: 0%.

PS frequency (Ghent, 2014): Usual.

Nebraska

Citations to state foreclosure law: Nebraska Revised Statutes Sections 76-1005 through
76-1018 (nonjudicial), and Sections 25-2137 through 25-2155 (judicial).

Law available: Judicial Review & Power of Sale.

Notice of Foreclosure in court: No.

Most common type of procedure (attorneys): Power of Sale.

Lis Pendens incidence: 0%.

PS frequency (Ghent, 2014): Available.

Nevada

Citations to state foreclosure law: Nevada Revised Statutes Sections 107.0795 through
107.130, Sections 40.430 through 40.450, and Sections 40.451 through 40.463.

Law available: Judicial Review & Power of Sale.

Notice of Foreclosure in court: No.

Most common type of procedure (attorneys): Power of Sale.

Lis Pendens incidence: 0%.
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PS frequency (Ghent, 2014): Usual.

New Hampshire

Citations to state foreclosure law: Title XLVIII, Chapter 479 of the New Hampshire
Revised Statutes.

Law available: Judicial Review & Power of Sale.

Notice of Foreclosure in court: No.

Most common type of procedure (attorneys): Power of Sale.

Lis Pendens incidence: 0%.

PS frequency (Ghent, 2014): Usual.

New Jersey

Clitations to state foreclosure law: New Jersey Statutes Annotated Sections 2A:50-1
through 2A:50-21 and Sections 2A:50-53 through 2A:50-63.

Law available: Judicial Review.

Notice of Foreclosure in court: Yes. The foreclosing party starts the foreclosure process
by filing a lawsuit in court and giving notice of the suit by serving the borrower with a
summons and complaint.

Most common type of procedure (attorneys): Judicial Review.

Lis Pendens incidence: 100%.

PS frequency (Ghent, 2014): Unavailable.

New Mexico

Citations to state foreclosure law: New Mexico Statutes Sections 48-7-1 through 48-7-24,
Sections 39-5-1 through 39-5-23, and Sections 48-10-1 through 48-10-21.

Law available: Judicial Review

Notice of Foreclosure in court: Yes. The foreclosing party officially starts a judicial
foreclosure by filing a lawsuit (a complaint) in court.

Most common type of procedure (attorneys): Judicial review. Nonjudicial foreclosures are
also possible, but uncommon.

Lis Pendens incidence: 100%.

PS frequency (Ghent, 2014): Available only for deeds of trust.

New York

Clitations to state foreclosure law: New York Real Property Actions & Proceedings Sections
1301 through 1391.

Law available: Judicial Review & Power of Sale.

Notice of Foreclosure in court: Yes. The foreclosing party officially starts the foreclosure
process by filing a lawsuit (a complaint) in court. It gives notice of the lawsuit to the
borrower by serving him or her with a summons and complaint, along with notices advising
the borrower about the foreclosure process.

Most common type of procedure (attorneys): Judicial Review.

Lis Pendens incidence: 100%.
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PS frequency (Ghent, 2014): Rare.

North Carolina

Citations to state foreclosure law: North Carolina General Statutes Sections 45-21.1
through 45-21.38C, and Sections 45-100 through 107.

Law available: Judicial Review & Power of Sale.

Notice of Foreclosure in court: No. However, to officially start the foreclosure, the
foreclosing party files a notice of hearing with the court clerk.

Most common type of procedure (attorneys): Power of Sale.

Lis Pendens incidence: 0%.

PS frequency (Ghent, 2014): Usual.

North Dakota

Citations to state foreclosure law: North Dakota Century Code Sections 32-19-01 through
32-19-41, and Sections 28-23-04 to 28-23-14.

Law available: Judicial Review

Notice of Foreclosure in court: Yes. The foreclosing party officially starts the foreclosure
by filing a lawsuit (a complaint) in court. It gives notice of the lawsuit to the borrower by
serving him or her with a summons and complaint.

Most common type of procedure (attorneys): Judicial Review.

Lis Pendens incidence: 100%.

PS frequency (Ghent, 2014): Unavailable.

Ohio

Citations to state foreclosure law: Title 23, Chapter 2323 (Section 2323.07) and Chapter
2329 of the Ohio Revised Code.

Law available: Judicial Review.

Notice of Foreclosure in court: Yes. The foreclosing party files a lawsuit to begin the
process and gives the borrower notice of the suit by serving him or her with a summons
and complaint.

Most common type of procedure (attorneys): Judicial Review.

Lis Pendens incidence: 100%.

PS frequency (Ghent, 201/4): Unavailable.

Oklahoma

Citations to state foreclosure law: Oklahoma Statutes Title 12 Sections 686, 764 through
765, 773, and Sections 41 through 49.

Law available: Judicial Review & Power of Sale.

Notice of Foreclosure in court: No.

Most common type of procedure (attorneys): Judicial Review. Foreclosure can take place
using Power of Sale if the mortgage contract includes a power of sale clause. However,
borrowers can force the lender to foreclose using Judicial Review by taking the following
steps at least ten days before the date of the foreclosure sale: 1) notify the foreclosing party
(the lender or servicer) by certified mail that the property to be sold is their homestead
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(primary residence) and that they elect for judicial foreclosure, and 2) record a copy of the
notice in the county clerk’s office (Oklahoma Statute title 46, Section 43). Judicial review
is the most common foreclosure procedure.

Lis Pendens incidence: 100%.

PS frequency (Ghent, 2014): Rare.

Oregon

Clitations to state foreclosure law: Oregon Revised Statutes Sections 86.726 through 86.815
(nonjudicial foreclosures), and Sections 88.010 through 88.106 (judicial foreclosures).

Law available: Judicial Review & Power of Sale.

Notice of Foreclosure in court: No.

Most common type of procedure (attorneys): Power of Sale.

Lis Pendens incidence: 0%.

PS frequency (Ghent, 2014): Usual.

Pennsylvania

Clitations to state foreclosure law: Pennsylvania Statutes Annotated Title 35, Sections
1680.402¢ to 1680.409¢c, Section 41, Sections 403 to 404, and Pennsylvania Rules of Civil
Procedure, Rules 1141-1150.

Law available: Judicial Review.

Notice of Foreclosure in court: Yes. The foreclosing party officially starts the foreclosure
process by filing a lawsuit (a complaint) in court. It gives notice of the lawsuit to the
borrower by serving him or her with a summons and complaint.

Most common type of procedure (attorneys): Judicial Review (scire facias).

Lis Pendens incidence: 100%,

PS frequency (Ghent, 2014): Unavailable.

Rhode Island

Citations to state foreclosure law: Rhode Island General Laws Sections 34-27-1 through
34-27-5, and Sections 34-25.2-1 through 34-25.2-15.

Law available: Judicial Review & Power of Sale.

Notice of Foreclosure in court: No.

Most common type of procedure (attorneys): Power of Sale.

Lis Pendens incidence: 0%.

PS frequency (Ghent, 2014): Usual.

South Carolina

Citations to state foreclosure law: South Carolina Code Sections 15-39-650 through
15-39-660, and Sections 29-3-630 through 29-3-790.

Law available: Judicial Review.

Notice of Foreclosure in court: Yes. The lender must give the borrower notice of the
lawsuit by serving a summons and complaint.

Most common type of procedure (attorneys): Judicial Review.

Lis Pendens incidence: 100%.
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PS frequency (Ghent, 201/4): Unavailable.

South Dakota

Citations to state foreclosure law: South Dakota Codified Laws Sections 21-47-1 through
21-47-25 (judicial foreclosures), and Sections 21-48-1 through 21-48-26 (nonjudicial
foreclosures).

Law available: Judicial Review & Power of Sale.

Notice of Foreclosure in court: No.

Most common type of procedure (attorneys): Judicial Review. Foreclosures in South
Dakota can be through Power of Sale. However, even if the lender starts a Power of
Sale foreclosure, the borrower can require the lender to foreclose using Judicial Review
by making an application in the appropriate court (South Dakota Codified Laws Section
21-48-9).

Lis Pendens incidence: 4%.

PS frequency (Ghent, 2014): Rare.

Tennessee

Clitations to state foreclosure law: Tennessee Code Annotated Sections 35-5-101 to
35-5-111, and Sections 66-8-101 through 66-8-103.

Law available: Judicial Review & Power of Sale.

Notice of Foreclosure in court: No.

Most common type of procedure (attorneys): Power of Sale.

Lis Pendens incidence: 0%.

PS frequency (Ghent, 2014): Usual.

Texas

Clitations to state foreclosure law: Texas Property Code Section 51.002 through 51.003.
Law available: Judicial Review & Power of Sale.

Notice of Foreclosure in court: No.

Most common type of procedure (attorneys): Power of Sale.

Lis Pendens incidence: 0%.

PS frequency (Ghent, 2014): Usual.

Utah

Citations to state foreclosure law: Utah Code Annotated Sections 57-1-19 through 57-1-34,
and Sections 78B-6-901 through 78B-6-906.

Law available: Judicial Review & Power of Sale

Notice of Foreclosure in court: No.

Most common type of procedure (attorneys): Power of Sale.

Lis Pendens incidence: 0%.

PS frequency (Ghent, 2014): Usual.

Vermont
Citations to state foreclosure law: Vermont Statutes Title 12, Sections 4941 through 4954,
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and Vermont Rules of Civil Procedure 80.1.

Law available: Judicial Review.

Notice of Foreclosure in court: Yes. The lender begins the foreclosure by filing a complaint
with the court and serving it to the borrower along with a summons and notice of
foreclosure.

Most common type of procedure (attorneys): Judicial Review. Foreclosures are either by
judicial sale or strict foreclosure. With both types of foreclosure, the lender files a lawsuit
in a state court. In a foreclosure by judicial sale, the court issues a judgment and orders
the home to be sold to satisfy the debt. In a strict foreclosure, the court gives the home
directly to the foreclosing lender without a foreclosure sale. Strict foreclosure is allowed if
the court finds that the value of the property is less than the amount of the mortgage debt
(Vermont Statute title 12, Section 4941).

Lis Pendens incidence: 100%.

PS frequency (Ghent, 2014): Very rare.

Virginia

Clitations to state foreclosure law: Virginia Code Annotated Sections 55-59 to 55-66.6.
Law available: Judicial Review & Power of Sale.

Notice of Foreclosure in court: No.

Most common type of procedure (attorneys): Power of Sale.

Lis Pendens incidence: 0%.

PS frequency (Ghent, 2014): Usual.

Washington

Citations to state foreclosure law: Washington Revised Code Sections 61.24.020 through
61.24.140 (nonjudicial foreclosures), and Sections 61.12.040 to 61.12.170 (judicial
foreclosures).

Law available: Judicial Review & Power of Sale.

Notice of Foreclosure in court: No.

Most common type of procedure (attorneys): Power of Sale.

Lis Pendens incidence: 0%.

PS frequency (Ghent, 2014): Usual.

West Virginia

Clitations to state foreclosure law: West Virginia Code Sections 38-1-3 through 38-1-15.
Law available: Judicial Review & Power of Sale.

Notice of Foreclosure in court: No.

Most common type of procedure (attorneys): Power of Sale.

Lis Pendens incidence: 0%.

PS frequency (Ghent, 2014): Usual.

Wisconsin

Clitations to state foreclosure law: Wisconsin Statutes Sections 846.01 through 846.25.
Law available: Judicial Review.
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Notice of Foreclosure in court: Yes. The lender files a lawsuit in court in order to foreclose.
The lender gives notice of the lawsuit by serving a summons and complaint.

Most common type of procedure (attorneys): Judicial Review.

Lis Pendens incidence: 100%.

PS frequency (Ghent, 2014): Unavailable.

Wyoming

Citations to state foreclosure law: Wyoming Statutes Sections 34-4-101 to 34-4-113, and
Sections 1-18-101 to 1-18-115.

Law available: Judicial Review & Power of Sale.

Notice of Foreclosure in court: No.

Most common type of procedure (attorneys): Power of Sale.

Lis Pendens incidence: 0%.

PS frequency (Ghent, 2014): Usual.

Table A4 presents our classification of foreclosure law in each state and the District of

Columbia.
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Table A4: State Foreclosure Law Classification

Notes: JR indicates that a state uses Judicial Review law. PS indicates that a state uses Power of Sale
law. * indicates that a state uses a scire facias form of Judicial Review law.

State Foreclosure Law  State Foreclosure Law
Alabama PS Montana PS
Alaska PS Nebraska PS
Arizona PS Nevada PS
Arkansas PS New Hampshire PS
California PS New Jersey JR
Colorado PS New Mexico JR
Connecticut JR New York JR
District of Columbia PS North Carolina PS
Delaware JR* North Dakota JR
Florida JR Ohio JR
Georgia PS Oklahoma JR
Hawaii JR Oregon PS
Idaho PS Pennsylvania JR*
Illinois JR Rhode Island PS
Indiana JR South Carolina JR
Towa JR South Dakota JR
Kansas JR Tennessee PS
Kentucky JR Texas PS
Louisiana JR Utah PS
Maine JR Vermont JR
Maryland JR Virginia PS
Massachusetts PS Washington PS
Michigan PS West Virginia PS
Minnesota PS Wisconsin JR
Mississippi PS Wyoming PS
Missouri PS
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D: Ginnie Mae Tests

Table A5: Ginnie Mae Sample Estimates

Notes: This table reports parametric estimates of equation (1). In column 1 the dependent variable is equal
to 1 if a loan is securitized through sale to Ginnie Mae, 0 otherwise. In column 2 the depedent variable is IR,
measured in percent (%). The sample contains observations of loans eligible for sale to Ginnie Mae. That
is, loans insured by the Federal Housing Administration. The unreported control variables ASSIGNMENT,
JR*ASSIGNMENT, APPLICANT_INCOME, LTV, LENDERS_PER_CAPITA, MINORITY, and MALE.
The sample is restricted to loans within 10 miles of the threshold. Standard errors are clustered at the state
level and the corresponding t-statistics are reported in parentheses. *** indicates statistical significance at
the 1% level.

1 2

Dependent variable: SEC IR (%)
JR 0.0227*  0.0243

(2.91) (1.35)
Control Variables Yes Yes
Region FE Yes Yes
Lender FE Yes Yes
Observations 101,361 100,707
R? 0.66 0.35
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E: Sensitivity Checks

E.1: DTI Splits

Table A6: Estimates using a 36% DTI Limit

Notes: This table presents parametric estimates of equation (1). In columns 1 and 3 the dependent variable
is GSE_SEC. In columns 2 and 4 the dependent variable is IR, measured in percent (%). In columns 1 and
2, the sample includes only GSE-eligible loans with a maximum DTI ratio of 36% within 10 miles of the
threshold. In columns 3 and 4 the sample includes only GSE-eligible loans with a DTI ratio greater than
36% and less than or equal to 50% within 10 miles of the threshold. This includes manually underwritten
loans that have a maximum DTI ratio of 45% and non-manually underwritten loans that have a maximum
DTI ratio of 50%. Standard errors are clustered at the state level and the corresponding t-statistics are
reported in parentheses. *, ** and *** indicate statistical significance at the 10%, 5%, and 1% levels

respectively.
1 2 3 4
Sample DTI < 36% 36 < DTI < 50%
Dependent variable GSESEC IR (%) GSESEC IR (%)
JR 0.0183*** 0.0134 0.0315%* 0.0138
(3.09) (1.24) (4.60) (1.01)
ASSIGNMENT 0.0011* 0.0005 0.0006 0.0023*
(1.74) (0.31) (0.95) (1.79)
JR * ASSIGNMENT 0.0015 -0.0020 0.0003 -0.0028
(1.44) (-0.98) (0.20) (-1.29)
APPLICANT_INCOME -0.0313*  -0.0829"**  -0.0125*  -0.0509***
(-6.11) (-8.17) (-1.92) (-5.35)
LTV 0.0009**  0.0042**  0.0007**  0.0042**
(4.55) (16.21) (2.85) (8.85)
LENDERS PER_CAPITA 0.0010**  -0.0008  0.0004** -0.0011***
(5.02) (-2.51) (2.43) (-2.88)
MINORITY -0.0119**  -0.0231** -0.0121** 0.0067
(-3.41) (-5.04) (-2.30) (0.70)
MALE 0.0006 -0.0026 0.0028 -0.0076*
(0.26) (-0.77) (0.75) (-2.01)
Region FE Yes Yes Yes Yes
Lender FE Yes Yes Yes Yes
Observations 227,422 227,422 100,127 100,127
R? 0.50 0.30 0.50 0.29
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E.2: Tests using 2000 to 2017 data

A question is whether our findings are specific to the year 2018. Our choice to focus on
this year is due to a lack of information on interest rates on GSE-eligible loans and jumbo
loans and other loan characteristics in previous HMDA vintages. During the years 2000 to
2017, we rely on HMDA for data on securitization of GSE-eligible loans and securitization
of non-GSE-eligible loans (subprime and jumbos). To inspect the pricing effects of JR law
in the non-GSE-eligible market, we rely exclusively on the information about rate spreads
of subprime loans (that account for the majority of non-GSE-eligible loans). We collect
information on the interest rate at the point of origination on GSE-eligible loans from the
Fannie Mae Single Family Loan database (SFLD).?

Pooling annual HMDA and SFLD data results in a data set that is computationally too
large. In addition to the sample screens we apply to the 2018 data, we take a 10% random
sample of the data sets. To mirror the previous econometric set-up, we include region-year
and lender-year fixed effects in equation (??). The JR coefficients (LATESs) are therefore
computed through cross-sectional comparisons of the treatment and control groups at the
same point in time within the same region.

The results in Table A7 are qualitatively and quantitatively similar to the estimates

from the 2018 data set and show the findings exist before and after the financial crisis.

3Non-GSE-eligible interest rates are calculated using the HMDA rate spread variable. The rate spread
measures the difference between the annual percentage rate (APR) on a loan and the average interest rate
on prime loans. We therefore calculate IR for non-GSE-eligible loans in year t as the sum of the rate
spread and average prime offer rate provided by the Federal Financial Institutions Examination Council
during year t.
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E.3: RMBS Pricing Tests

To study market-based pricing reactions to JR law, we collect data from Bloomberg on
residential mortgage backed securities (RMBS) issued between 2000 and 2016. For each
deal we observe the coupon and yield, the ratio of the value of properties in JR states to
the total deal value, the share of properties in the deal that are owner occupied, investment
properties, fixed rate mortgages, and the mean LTV and FICO score at the point of issue.

This provides 43,943 observations.

Table A8: Residential MBS Pricing Results

Notes: This table presents estimates of the equation igy = a+ SJR.SHARFE 4 +~vXa: + ¢ + €q¢, where ig,
is the yield on RMBS deal d at the point of origination in year t; JR_.SH ARFy is the ratio of the value of
loans in JR states to the total value of all loans in deal d in year t; X4, is a vector containing the share of the
deal by value that are owner occupied, for investment purposes, fixed rate mortgages, the mean LTV ratio
in the deal, and the mean credit score; @; denote issue year fixed effects; e4; is the error term. Data are
taken from Bloomberg. Standard errors are clustered at the state level and the corresponding t-statistics
are reported in parentheses. *** indicates statistical significance at the 1% level.

Dependent variable: 74 1 2
JR_SHARE 0.0797>  0.0808"**
(6.60) (7.01)
OWNER_OCCUPIED 0.1010***
(4.92)
INVESTMENT_PURPOSE 0.1126***
(9.46)
FIXED RATE 0.1166***
(11.09)
LTV 0.0194***
(39.06)
FICO -0.0062***
(-50.81)
Issue year FE Yes Yes
Observations 43,943 43,943
R? 0.04 0.12
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G: Private Sales of GSE-Eligible Loans

Table A11: Private Securitization of GSE-eligible Loans

Notes: Panel A presents parametric estimates of equation (1). In column 1 the dependent variable is SEC.
In columns 2 and 3 the dependent variable is PRIVATE_SEC. Panel B reports multinomial logit estimates
of equation (??) using GSE-eligible loans. In column 1 the potential outcome is UNSOLD (the lender does
not securitize the loan). In column 2 (3) the potential outcome is GSE_.SEC (PRIVATE_SEC). Panel C
provides estimates of equation (?7?) where the dependent variable is IR, measured in percent (%). The
sample contains unsold loans, loans sold to a GSE, and loans sold to a private buyer in column 1, 2, and
3, respectively. The control variables are ASSIGNMENT, JR*ASSIGNMENT, APPLICANT_INCOME,
LTV, LENDERS_PER_CAPITA, MINORITY, and MALE. Standard errors are clustered at the state level
and the corresponding ¢-statistics are reported in parentheses. *, **, and *** indicate statistical significance
at the 10%, 5%, and 1% levels, respectively.

1 2 3

Panel A: Private securitization of GSE-eligible loans
Purchaser: All Private Private
JR 0.0091*  -0.0116** -0.0100**

(1.81) (-2.22) (-2.01)
ASSIGNMENT 0.0004  -0.0009**  -0.0005

(0.91) (-2.06) (-1.32)
JR * ASSIGNMENT -0.0002  0.0016*  0.0011

(-024)  (239)  (L57)
APPLICANT_INCOME ~ -0.0179"**  -0.0013  -0.0006
(-582)  (-0.34)  (-0.16)
LTV 0.0001  0.0012  0.0012
(1.10) (0.89)  (0.70)
LENDERS_PER.CAPITA  0.0002  -0.0003  -0.0004**
(1.38)  (-1.59)  (-2.10)

MINORITY -0.0147* 0.0065**  0.0060*
(-7.53) (2.16) (1.89)
MALE -0.0018 -0.0019  -0.0025*
(-1.16) (-1.34) (-1.78)
RENEGOTIATION_RATE 0.0251
(0.45)
Region FE Yes Yes Yes
Lender FE Yes Yes Yes
Observations 327,549 327,549 327,549
R? 0.48 0.62 0.63
Panel B: Multinomial logit estimates
Outcome: Unsold GSE Private
JR -0.0161 0.0556**  -0.0394**
(-1.05)  (4.39)  (-2.52)
Control variables Yes Yes Yes
Region FE Yes Yes Yes
Lender FE Yes Yes Yes
Observations 327,549 327549 327,549
R? 0.13 0.13 0.13
Panel C: Interest rates (%)
Sample: Unsold GSE Private
JR 0.0095 0.0210 0.0142
(0.57) (1.65)  (1.44)
Control variables Yes Yes Yes
Region FE Yes Yes Yes
Lender FE Yes Yes Yes
Observations 97,186 142,533 90,291
R? 0.51 0.26 0.20
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Table A16: Estimates by Population and Region

Notes: This table presents estimates of equation (1). GSE (Non-GSE) indicates the sample includes
GSE-eligible (non-GSE-eligible) loans. In column 1 the dependent variable is GSE_SEC. In columns 2 and
4, the dependent variable is IR, measured in percent (%). In column 3 the dependent variable is NSEC. The
sample includes loans within 10 miles of the threshold. Panel A includes observations from regions with
above the mean population. Panel B includes observations from regions with below the mean population. In
Panel C the sample includes observations from CT, MA, ME, NH, NY, RI, and VT. In Panel D the sample
includes observations from IA, IL, IN, KS, MI, MN, MO, ND, NE, OH, SD, and WI. In Panel E the sample
includes observations from AZ, CO, and NM. In Panel F the sample includes observations from AR, KY,
LA, MS, OK, TN, TX, VA, and WV. In Panel G the sample includes observations from regions that border
the accepted regions in the US (for example, between Northeastern and Southern states) AL, AR, DC, FL,
GA, KY, LA, MD, MS, NC, OK, SC, TN, TX, VA, and WV. The control variables are ASSIGNMENT,
JR*ASSIGNMENT, APPLICANT_INCOME, LTV, LENDERS_PER_CAPITA, MINORITY, and MALE.
Standard errors are clustered at the state level and the corresponding ¢-statistics are reported in parentheses.
* *¥* and *** indicate statistical significance at the 10%, 5%, and 1% levels, respectively.

1 2 3 4
Sample GSE Non-GSE
Dependent variable GSESEC IR (%) NSEC IR (%)
Panel A: Most populous border regions
JR 0.0174*  0.0145 -0.0051 0.0461**
(2.18)  (1.18) (-0.89)  (2.21)
Control variables, Region FE, Year FE Yes Yes Yes Yes
Observations 127,836 127,836 50,303 50,303
R? 0.52 0.25 0.58 0.56
Panel B: Least populous borders regions
JR 0.0231*  0.0239 -0.0121 0.0790***
(3.66) (1.25)  (-0.98) (3.82)
Control variables, Region FE, Year FE Yes Yes Yes Yes
Observations 199,713 199,713 84,878 55,203
R? 0.51 0.24 0.58 0.55
Panel C: Northeast
JR 0.0308*  0.0177 0.0125 0.1423**
(2.80)  (1.11)  (0.47)  (4.51)
Control variables, Region FE, Year FE Yes Yes Yes Yes
Observations 31,582 31,82 12,091 12,091
R? 0.49 0.27 0.54 0.48
Panel D: Midwest
JR 0.0198*  -0.0032 -0.0033 0.0159*
(1.84) (-0.20)  (-0.49) (1.79)
Control variables, Region FE, Year FE Yes Yes Yes Yes
Observations 127,187 127,187 43,878 43,878
R? 0.51 0.20 0.58 0.48
Panel E: West
JR 0.1229 0.2792 -0.0079  0.4032
(0.98) (1.46)  (-0.05) (0.98)
Control variables, Region FE, Year FE Yes Yes Yes Yes
Observations 458 458 309 309
R? 0.77 0.54 0.69 0.93
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Table A16 Cont’d: Estimates by Population and Region

1 2 3 4

Sample GSE Non-GSE
Dependent variable GSESEC IR (%) NSEC IR (%)
Panel F: South
JR 0.0186™*  -0.0023 -0.0318** 0.2360***

(2.12)  (-0.15)  (-2.01)  (4.96)
Control variables, Region FE, Year FE Yes Yes Yes Yes
Observations 58,904 58,904 28,202 28,202
R? 0.53 0.27 0.59 0.66
Panel G: Borders between regions
JR 0.0179*  0.0306  -0.0106  0.0767**

(2.18) (1.28) (-0.90) (3.28)
Control variables, Region FE, Year FE Yes Yes Yes Yes
Observations 156,864 156,864 74,076 74,076
R? 0.52 0.26 0.58 0.59
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