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Motivation and Research Questions
* Motivation:
* Natural disasters may lead to increases in mortgage delinquency and
defaults
* Impacts to households such as loss in housing security, changes in credit
scores, and may end in foreclosure
* Research Questions:
* Do flood events lead to increases in mortgage delinquency and default?
* In the future, will there be increases in delinquencies and default

associated with flood events?

DISCUSSI
MORTGAG

OOD LOSSES AND

m O
=2
X O



Mortgage Performance Declines Following Flood Events:

TABLE 6. Effects of flood hazards on delinquency.

Authors ‘ Year ‘ Location | Obs. ‘ Effect |Independent ‘ Model
‘ ‘ ‘ size variable ‘

Calabrese 2021 Florida 2,750,000 3.35 Hazard ratio of > Cat 3 Cox Hazard
etal. Hurricane Model
Du and 2020 Texas 12,631,231 0.38 >6 months after DiD
Zhao Harvey

2020 PR 2,330,786 1.19 >6 months after Maria DiD
Kouskyetal. 2020 Texas 27,061 2.59 Hurricane Harvey Multinomial

severe damage Logit

Rossi 2021 US 100,000 1.88 > Cat 3 Hurricane Logit

*  This Paper:
*  Evaluates mortgage performance following flood events for Gulf and Atlantic Coast States
using loan-level data from FR Y-14M combined with FSF data on historical flood events
*  Heterogeneity by depth, borrower characteristics, community insurance uptake

*  Uses projections of future flood risk to project future mortgage performance
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Hurricane Risk Concentrated in Gulf & Atlantic States
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ATT on probability of delinquency
(percentage points)

Headline Results: Does Delinquency Increase Following a Hurricane?

Answer: Yes
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Comments and Suggestions

* Context
* Information about baseline delinquency rates for all of the heterogeneity analysis
for the audience to understand the magnitude of the effect size
* Forbearance, loan modifications, prepays, and foreclosure?
* Delinquency and forbearance are not one in the same
* Loan modifications following disasters may increase mortgage survivorship (Dunksy
2023)
* Prepayments increase for some borrowers following disasters (Kousky et al 2020)
and some borrowers may have an incentive to strategically default (Liao & Mulder

2024), borrower equity
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Comments and Suggestions

*  Youlook at treatment effects by FICO score, can you use FICO score as the outcome variable?

* |.e.do borrowers impacted by flood events have subsequent changes in their FICO
score?

* Heterogeneity by baseline flood risk?

* The specification has loan-fixed effects but it would be interesting to see whether there
are differential effects not just by flood depth but by baseline flood risk using FSF flood
factor or measure of SFHA status.

*  Other Disasters?

* These results could be interesting to compare across other disaster types such as

wildfires
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