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1. Many defaulters can
afford their mortgage
payments.

2. Almost no one that can
afford their mortgage
payments default.

3. Can’t pay with negative
equity are 30X more
likely to default than can
pay with positive equity.

4. 80% of can’t pay with
negative equity are
current on their loans.

(1) “Can Pay” (2) (3) “Can’t Pay” (4)
c < y −m c > y −m > c(VA) y −m < c(VA) Total
# share # share # share #

A. Total

Default 74 0.377 65 0.333 57 0.291 196
Population 5,173 0.699 1,704 0.230 531 0.072 7404

Default Rate 0.014 0.038 0.107 0.027

B. LTV > 90
Default 47 0.409 41 0.352 28 0.239 115
Population 1,117 0.664 428 0.254 140 0.083 1684

Default Rate 0.042 0.095 0.197 0.069

C. LTV < 90
Default 27 0.330 25 0.306 29 0.364 81
Population 4,056 0.709 1,277 0.223 391 0.068 5720

Default Rate 0.007 0.019 0.075 0.014
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