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Abstract

This paper analyzes the factors affecting the conditional probability that defaulted residential
mortgage loans will foreclose. We analyze a large national sample of conventional loans, which
have been in default at least once during the 1988 to 1994 period. For such loans, lenders and
borrowers either individually or jointly make choices which lead to the following outcomes: (1)
resumption of payments, (2) termination by prepayment, or (3) foreclosure. Our estimates of a logit
model indicate that termination option values and local area economic and housing market
conditions affect default resolution probabilities. Perhaps more importantly, simulations using the
logit model indicate that the efficiency of the default resolution process may be substantially
improved by legal and regulatory reforms.

References

|

Ambrose, B.W. and R.J. Buttimer, Jr. 2000. Embedded Options in the Mortgage Contract. Journal of Real Estate
Finance and Economics 21(2): 95-111.DOI: 10.1023/A:1007819408669

Web of Science® & Google Scholar &

Ambrose, B.W., RJ. Buttimer, Jr. and C.A. Capone. 1997. Pricing Mortgage Default and Foreclosure Delay.

This website utilizes technologies such as cookies to enable essential site functionality, as well as for
analytics, personalization, and targeted advertising. You may change your settings at any time or accept
the default settings. You may close this banner to continue with only essential cookies. Privacy Policy

Manage Preferences

Accept All

Reject Non-Essential


https://onlinelibrary.wiley.com/journal/15406229
https://onlinelibrary.wiley.com/toc/15406229/2004/32/4
https://doi.org/10.1111/j.1080-8620.2004.00103.x
https://doi.org/10.1023/A:1007819408669
https://doi.org/10.1007/BF00154051
https://onlinelibrary.wiley.com/authored-by/Phillips/Richard+A.
https://onlinelibrary.wiley.com/authored-by/VanderHoff/James+H.
https://onlinelibrary.wiley.com/doi/epdf/10.1111/j.1080-8620.2004.00103.x
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1080-8620.2004.00103.x&key=000090050300001&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1080-8620.2004.00103.x&refDoi=10.1023%2FA%3A1007819408669&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D21%26publication_year%3D2000%26pages%3D95-111%26journal%3DJournal%2Bof%2BReal%2BEstate%2BFinance%2Band%2BEconomics%26issue%3D2%26author%3DB.W.%2BAmbrose%26author%3DR.J.%2BButtimer%26title%3DEmbedded%2BOptions%2Bin%2Bthe%2BMortgage%2BContract&doi=10.1111%2Fj.1080-8620.2004.00103.x&doiOfLink=10.1023%2FA%3A1007819408669&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1080-8620.2004.00103.x&key=A1997XR85200004&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1080-8620.2004.00103.x&refDoi=10.2307%2F2953696&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D29%26publication_year%3D1997%26pages%3D314-325%26journal%3DJournal%2Bof%2BMoney%252C%2BCredit%252C%2Band%2BBanking%26issue%3D3%26author%3DB.W.%2BAmbrose%26author%3DR.J.%2BButtimer%26author%3DC.A.%2BCapone%26title%3DPricing%2BMortgage%2BDefault%2Band%2BForeclosure%2BDelay&doi=10.1111%2Fj.1080-8620.2004.00103.x&doiOfLink=10.2307%2F2953696&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1080-8620.2004.00103.x&key=A1996VK84100002&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1080-8620.2004.00103.x&refDoi=10.1007%2FBF00154051&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D13%26publication_year%3D1996%26pages%3D105-120%26journal%3DJournal%2Bof%2BReal%2BEstate%2BFinance%2Band%2BEconomics%26issue%3D2%26author%3DB.W.%2BAmbrose%26author%3DC.A.%2BCapone%26title%3DCost%25E2%2580%2590Benefit%2BAnalysis%2Bof%2BSingle%2BFamily%2BForeclosure%2BAlternatives&doi=10.1111%2Fj.1080-8620.2004.00103.x&doiOfLink=10.1007%2FBF00154051&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://www.wiley.com/privacy

Ambrose, B.W. and C.A. Capone, Jr. 1998. Modeling the Conditional Probability of Foreclosure in the Context of
Single-Family Mortgage Default Resolutions. Real Estate Economics 26(3): 391-429.DOI: 10.1111/1540-
6229.00751

Web of Science® & Google Scholar &

Ambrose, B.W. and C.A. Capone, Jr. 2000. The Hazard Rates of First and Second Default. Journal of Real Estate
Finance and Economics 20(3): 275-293.DOI: 10.1023/A:1007837225924

Web of Science® & Google Scholar &

Clauretie, T.M. and T. Herzog. 1990. The Effect of State Foreclosure Laws on Loan Losses: Evidence from the
Mortgage Insurance Industry. Journal of Money Credit and Banking 22(2): 315-329.

Web of Science® & Google Scholar &

Foster, C. and R. Van Order. 1984. An Option Based Model of Default. Housing Finance Review 3(4): 351-372.

Web of Science® & Google Scholar &

Haurin, D.R., P.H. Hendershott and D. Kim1. 1991. Local House Price Indexes: 1982-1991. Journal of the
American Real Estate and Urban Economics Association 19(3): 451-472.

Web of Science® &  Google Scholar &

Kau, J.B. and D.C. Keenan. 1995. An Overview of the Option Theoretic Pricing in Mortgages. Journal of Housing
Research 6(2): 217-244.

Google Scholar &

Kau, J.B., D.C. Keenan and T. Kim. 1993. Default Probabilities for Mortgages. Journal of Urban Economics 32:
302-314.

Google Scholar 4

This website utilizes technologies such as cookies to enable essential site functionality, as well as for
analytics, personalization, and targeted advertising. You may change your settings at any time or accept
the default settings. You may close this banner to continue with only essential cookies. Privacy Policy

Manage Preferences

Accept All

Reject Non-Essential



https://doi.org/10.1111/1540-6229.00751
https://doi.org/10.1023/A:1007837225924
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1080-8620.2004.00103.x&key=000075899600002&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1080-8620.2004.00103.x&refDoi=10.1111%2F1540-6229.00751&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D26%26publication_year%3D1998%26pages%3D391-429%26journal%3DReal%2BEstate%2BEconomics%26issue%3D3%26author%3DB.W.%2BAmbrose%26author%3DC.A.%2BCapone%26title%3DModeling%2Bthe%2BConditional%2BProbability%2Bof%2BForeclosure%2Bin%2Bthe%2BContext%2Bof%2BSingle%25E2%2580%2590Family%2BMortgage%2BDefault%2BResolutions&doi=10.1111%2Fj.1080-8620.2004.00103.x&doiOfLink=10.1111%2F1540-6229.00751&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1080-8620.2004.00103.x&key=000087070700002&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1080-8620.2004.00103.x&refDoi=10.1023%2FA%3A1007837225924&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D20%26publication_year%3D2000%26pages%3D275-293%26journal%3DJournal%2Bof%2BReal%2BEstate%2BFinance%2Band%2BEconomics%26issue%3D3%26author%3DB.W.%2BAmbrose%26author%3DC.A.%2BCapone%26title%3DThe%2BHazard%2BRates%2Bof%2BFirst%2Band%2BSecond%2BDefault&doi=10.1111%2Fj.1080-8620.2004.00103.x&doiOfLink=10.1023%2FA%3A1007837225924&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1080-8620.2004.00103.x&key=A1990DE73100007&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1080-8620.2004.00103.x&refDoi=10.2307%2F1992309&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D22%26publication_year%3D1990%26pages%3D315-329%26journal%3DJournal%2Bof%2BMoney%2BCredit%2Band%2BBanking%26issue%3D2%26author%3DT.M.%2BClauretie%26author%3DT.%2BHerzog%26title%3DThe%2BEffect%2Bof%2BState%2BForeclosure%2BLaws%2Bon%2BLoan%2BLosses%253A%2BEvidence%2Bfrom%2Bthe%2BMortgage%2BInsurance%2BIndustry&doi=10.1111%2Fj.1080-8620.2004.00103.x&doiOfLink=10.2307%2F1992309&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1080-8620.2004.00103.x&key=A1984AMM1400001&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1080-8620.2004.00103.x&refDoi=e_1_2_1_8_1%3AISI&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D3%26publication_year%3D1984%26pages%3D351-372%26journal%3DHousing%2BFinance%2BReview%26issue%3D4%26author%3DC.%2BFoster%26author%3DR.%2BVan%2BOrder%26title%3DAn%2BOption%2BBased%2BModel%2Bof%2BDefault&doi=10.1111%2Fj.1080-8620.2004.00103.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1080-8620.2004.00103.x&key=A1991HE43800011&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1080-8620.2004.00103.x&refDoi=10.1111%2F1540-6229.00562&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D19%26publication_year%3D1991%26pages%3D451-472%26journal%3DJournal%2Bof%2Bthe%2BAmerican%2BReal%2BEstate%2Band%2BUrban%2BEconomics%2BAssociation%26issue%3D3%26author%3DD.R.%2BHaurin%26author%3DP.H.%2BHendershott%26author%3DD.%2BKim1%26title%3DLocal%2BHouse%2BPrice%2BIndexes%253A%2B1982%25E2%2580%25931991&doi=10.1111%2Fj.1080-8620.2004.00103.x&doiOfLink=10.1111%2F1540-6229.00562&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D6%26publication_year%3D1995%26pages%3D217-244%26journal%3DJournal%2Bof%2BHousing%2BResearch%26issue%3D2%26author%3DJ.B.%2BKau%26author%3DD.C.%2BKeenan%26title%3DAn%2BOverview%2Bof%2Bthe%2BOption%2BTheoretic%2BPricing%2Bin%2BMortgages&doi=10.1111%2Fj.1080-8620.2004.00103.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D32%26publication_year%3D1993%26pages%3D302-314%26journal%3DJournal%2Bof%2BUrban%2BEconomics%26author%3DJ.B.%2BKau%26author%3DD.C.%2BKeenan%26author%3DT.%2BKim%26title%3DDefault%2BProbabilities%2Bfor%2BMortgages&doi=10.1111%2Fj.1080-8620.2004.00103.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1080-8620.2004.00103.x&key=A1994PK99600007&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1080-8620.2004.00103.x&refDoi=10.1111%2F1540-6229.00648&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D22%26publication_year%3D1994%26pages%3D539-551%26journal%3DJournal%2Bof%2Bthe%2BAmerican%2BReal%2BEstate%2Band%2BUrban%2BEconomics%2BAssociation%26issue%3D3%26author%3DJ.B.%2BKau%26author%3DD.C.%2BKeenan%26author%3DT.%2BKim%26title%3DWaiting%2Bto%2BDefault%253A%2BThe%2BValue%2Bof%2BDelay&doi=10.1111%2Fj.1080-8620.2004.00103.x&doiOfLink=10.1111%2F1540-6229.00648&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1080-8620.2004.00103.x&key=A1992JG13000001&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1080-8620.2004.00103.x&refDoi=10.2307%2F1992718&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D24%26publication_year%3D1992%26pages%3D279-299%26journal%3DJournal%2Bof%2BMoney%252C%2BCredit%252C%2Band%2BBanking%26issue%3D3%26author%3DJ.B.%2BKau%26author%3DD.C.%2BKeenan%26author%3DW.J.%2BMuller%26author%3DJ.F.%2BEpperson%26title%3DA%2BGeneralized%2BValuation%2BModel%2Bfor%2BFixed%25E2%2580%2590Rate%2BResidential%2BMortgages&doi=10.1111%2Fj.1080-8620.2004.00103.x&doiOfLink=10.2307%2F1992718&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://www.wiley.com/privacy

——————————————————

Phillips, R.A., E. Rosenblatt and J.H. VanderHoff. 1996. The Probability of Fixed and Adjustable Rate Mortgage
Termination. Journal of Real Estate Finance and Economics 13(2): 95-104.DOI: 10.1007/BF00154050

Web of Science® & Google Scholar &

Quercia, R.G. and Michael A. Stegman. 1992. Residential Mortgage Default: A Review of the Literature. Journal
of Housing Research 3(2). 341-370.

Google Scholar 4

Download PDF

ABOUT WILEY ONLINE LIBRARY

Privacy Policy
Terms of Use

About Cookies

Manage Cookies

Accessibility
Wiley Research DE&I Statement and Publishing Policies

HELP & SUPPORT

Contact Us
Training and Support
DMCA & Reporting Piracy
Sitemap

OPPORTUNITIES

This website utilizes technologies such as cookies to enable essential site functionality, as well as for
analytics, personalization, and targeted advertising. You may change your settings at any time or accept
the default settings. You may close this banner to continue with only essential cookies.

Manage Preferences

Accept All

Reject Non-Essential


https://onlinelibrary.wiley.com/doi/pdf/10.1111/j.1080-8620.2004.00103.x
https://doi.org/10.1007/BF00154050
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1080-8620.2004.00103.x&key=A1992JG13000001&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1080-8620.2004.00103.x&refDoi=10.2307%2F1992718&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D24%26publication_year%3D1992%26pages%3D279-299%26journal%3DJournal%2Bof%2BMoney%252C%2BCredit%252C%2Band%2BBanking%26issue%3D3%26author%3DJ.B.%2BKau%26author%3DD.C.%2BKeenan%26author%3DW.J.%2BMuller%26author%3DJ.F.%2BEpperson%26title%3DA%2BGeneralized%2BValuation%2BModel%2Bfor%2BFixed%25E2%2580%2590Rate%2BResidential%2BMortgages&doi=10.1111%2Fj.1080-8620.2004.00103.x&doiOfLink=10.2307%2F1992718&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1080-8620.2004.00103.x&key=A1996VK84100001&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1080-8620.2004.00103.x&refDoi=10.1007%2FBF00154050&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D13%26publication_year%3D1996%26pages%3D95-104%26journal%3DJournal%2Bof%2BReal%2BEstate%2BFinance%2Band%2BEconomics%26issue%3D2%26author%3DR.A.%2BPhillips%26author%3DE.%2BRosenblatt%26author%3DJ.H.%2BVanderHoff%26title%3DThe%2BProbability%2Bof%2BFixed%2Band%2BAdjustable%2BRate%2BMortgage%2BTermination&doi=10.1111%2Fj.1080-8620.2004.00103.x&doiOfLink=10.1007%2FBF00154050&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D3%26publication_year%3D1992%26pages%3D341-370%26journal%3DJournal%2Bof%2BHousing%2BResearch%26issue%3D2%26author%3DR.G.%2BQuercia%26author%3DMichael%2BA.%2BStegman%26title%3DResidential%2BMortgage%2BDefault%253A%2BA%2BReview%2Bof%2Bthe%2BLiterature&doi=10.1111%2Fj.1080-8620.2004.00103.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://www.wiley.com/privacy
https://onlinelibrary.wiley.com/terms-and-conditions
https://onlinelibrary.wiley.com/cookies
https://onlinelibrary.wiley.com/accessibility
https://onlinelibrary.wiley.com/publishing-policies
https://hub.wiley.com/community/support/onlinelibrary
https://www.wiley.com/customer-success/wiley-online-library-training-hub
https://onlinelibrary.wiley.com/dmca-notification-policy
https://onlinelibrary.wiley.com/sitemap
https://onlinelibrary.wiley.com/agents
https://onlinelibrary.wiley.com/advertisers
https://www.wiley.com/network
https://newsroom.wiley.com/
https://www.wiley.com/privacy

Copyright © 1999-2026 John Wiley & Sons, Inc or related companies. All rights reserved, including rights for text and data mining and training
of artificial intelligence technologies or similar technologies.

WILEY

This website utilizes technologies such as cookies to enable essential site functionality, as well as for
analytics, personalization, and targeted advertising. You may change your settings at any time or accept
the default settings. You may close this banner to continue with only essential cookies.

Manage Preferences

Accept All

Reject Non-Essential


https://www.wiley.com/
https://www.wiley.com/
https://www.wiley.com/privacy

