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Abstract

The first hints of trouble in the mortgage market surfaced in mid-2005, and conditions
subsequently began to deteriorate rapidly. Mortgage defaults and delinquencies are
particularly concentrated among borrowers whose mortgages are classified as
"subprime" or "near-prime.' The main factors underlying the rise in mortgage defaults
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extent of the poor underwriting, underwriting standards tightened and borrowers
began to face difficulties refinancing; this dynamic suggests that these unconventional
products could pose problems going forward.
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