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Household Leverage is 27% Above Trend?

Household liabilities as a share of dispesable income Historical
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Attribute
Lien Position
Weighted Average LTV
Borrower FICO
Borrower Credit History

Conforming to Agency
Criteria?

Loan-to-Value (LTYV)

Market Description of RMBS Categories

Prime
1¥ Lien
Low 70s
700+ FICO
No credit

derogatories
Conforming

65-80%

Source: Gorton — the Panic of 2007

Jumbo
1" Lien
Low 70s
700+ FICO
No credit
derogatories

Conforming by all
standards but size

65-80%

Alt-A
1% Lien
Low 70s
640-730 FICO

No credit
derogatories
Non-conforming
due to
documentation or
LTV
70-100%

Subprime
Over 90% 1% Lien
Low 80s
500-660 FICO
Credit derogatories

Non-conforming
due to FICO,
credit history, or
documentation
60-100%
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Year

2000
2001
2002
2003
2004
2005
2006
2007Q1

%

Total
MBS
3.003
3.400
3.802
4005
4 481
5,201
5.820
5.084

$ # 5667&8

Outstandings in 5 Billions
Non-Agency Outstanding

Agency

2,625
2075
3.313
3.394
3.467
3.608
3.905
4.021

Total

377
434
489
611
1.014
1593
1924
1.963

Jumbo

252
275
256
254
353
441
462
468

Ali-A  Subprime

44
50
67

102

230

510

730

765

81
109
167
254
431
641
732
730

Source; Federal Reserve Board, Inside MBS&ABS. Loan Performance,

Source: Gorton — the Panic of 2007
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9
Mortgage Originations and Subprime Securitization
Total Subprime Subprime Subprime Percent
Mortgage Originations  Share in Total Mortgage Subprime

Originations (Billions) Originations Backed Securitized

(Billions) (%o of dollar Securities (%o of dollar
value) (Billions) value)
2001 §2 215 $190 8.6% $95 50.4%
2002 $2.885 $231 8.0% $121 52.7%
2003 $3.945 $335 8.5% $202 60.5%
2004 $2,920 £540 18.5% $401 74.3%
2005 $3.120 $625 20.0% $507 81.2%
2006 $2,980 £600 20.1% $483 80.5%

Sources: Inside Mortgage Finance, The 2007 Mortgage Market Statistical Annual Key Data (2006), Joint
Economic Commuttee (October 2007).

Source: Gorton — the Panic of 2007
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Source: Gorton — the Panic of 2007

Source: GS
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Moodys Revenues from Structured Finance ($mm)
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Source: IMF Report, 2008
+$ @
Equity
ABCP (bn) Assets (bn) (bn) ABCP/Equity
Citibank 93 1,884 120 77.4%
ABN Amro 69 1,301 34 201.1%
Bank of America 46 1,464 136 33.7%
HBOS 44 1,160 42 105.6%
JPMorgan Chase 42 1,352 116 36.1%
HSBC 39 1,861 123 32.1%
Societe Generale 39 1,260 44 87.2%
Deutsche Bank 38 1,483 44 87.8%
Barclays 33 1,957 54 61.5%
WestLB 30 376 9 336.6%

Source: Acharya, Schnabl & Suarez (2009)
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1890

Inflation-adjusted U.S. home prices, Population,
Building costs, and Bond yields (1890-2005)
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Source: frrational Exuberance, 2d ed. (Fig.2.1)
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Source: He Khang Krishnamurthy 2010
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