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Main Questions

1. Do agency mortgage purchases influence availability of housing credit?

2. Are there broader macroeconomic effects, financial spillovers?



Methodological Approach

1. Construct novel series on agency mortgage purchases, holdings

2. Narrative analysis of policy interventions affecting agency holdings

Spirit of Romer and Romer (1989, 2010), Ramey (2011)

3. Obtain causal evidence exploiting pre-crisis regulatory shocks

Estimate Local Projections-IV dynamic responses to agency purchases

Related Literature



Government Agencies of Focus

Government-sponsored enterprises (GSEs) Fannie Mae and Freddie Mac:

Chartered by Congress to support secondary mortgage markets

Purchase and/or securitize mortgages, no direct lending

Federal regulation of balance sheet activity, eligible purchases

Secondary Market Structure

Government agencies:

Ginnie Mae (under HUD)

Federal Reserve

U.S. Treasury Department

Others: Federal Home Loan Banks, FHA, VA, HOLC, RTC, Farm Credit System, FDIC, PHA



Agency Mortgage Holdings
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“A Narrative Analysis of Mortgage Asset Purchases by Federal Agencies”

Fieldhouse and Mertens (2017)

1. Identify significant policy changes expected to affect agency portfolios

2. Quantify projected impact on agency holdings

3. Pinpoint timing of policy news being made public

4. Classify each as either cyclically or non-cyclically motivated

5. Restrict sample, starting January 1967



Final Product of Narrative Analysis: Policy Instruments

Projected (annualized) impact on agency holdings, scaled to avg. trend originations:
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17 months w/ non-cyclically motivated regulatory events pre-crisis (19 total)

15 months w/ cyclically motivated regulatory events pre-crisis (28 total)

Non-Cyclical Cyclical Great Recession



Cumulative Dollar Credit Multipliers: Regression Specification

Cumulative impact on credit aggregates yt at horizon h is estimated by LP-IV:

yt`h ´ yt´1

Xt
“ αh ` γh

řh
j“0 pt`j

Xt
` ϕhpLqZt´1 ` ut`h (1)

pt : commitments or purchases, instrumented with non-cyclical policies

Xt : trend log real personal income as scale factor

γh: cumulative dollar credit multiplier over horizon h, estimated by 2SLS

Controls Zt : 12 lags of scaled agency purchases and commitments, growth of a nominal house price index, core
PCE price index, mortgage debt, housing starts, and log real originations, 3-month T-bill rate, 10-year Treasury
rate, conventional mortgage rate, BAA-AAA spread, unemployment rate, real personal income growth

First Stage LP-IV ID Assumptions



Response to a One Dollar Increase in Agency Purchases: Mortgage Credit
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Response to a One Dollar Increase in Agency Purchases: Refinancing
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Impulse Responses to News Shocks: Mortgage Rates
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Impulse Responses to News Shocks: Housing Activity
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Impulse Responses to News Shocks: Treasury Yields and Monetary Policy
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Credit Policy Responses to Romer and Romer (2004) Shocks

Notes: Finer lines and shaded area are 95% Newey and West (1987) confidence bands



Main Takeaways

Neutrality of agency purchases is rejected

Positive regulatory shocks to agency mortgage purchases lead to:

1. Increased volume of mortgage lending, refinancing

2. Reductions in mortgage rates, Treasury yields

3. Increases in housing starts, homeownership rates

Significant interactions between credit policy, monetary policy

1. Non-cyclically motivated credit policies predict changes in funds rate

2. Cyclically motivated credit policies lean against Fed tightening
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U.S. Secondary Mortgage Market Structure
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Residential Mortgage Debt
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Cumulative Dollar Credit Multipliers: First Stage

řh
j“0 pt`j

Xt
“ α̃h ` γ̃h

mt

Xt
` ϕ̃hpLqZt´1 ` ũt`h (2)

pt : total agency commitments or purchases (in real dollars)

mt : non-cyclically motivated narrative measure (in real dollars)

Xt : trend log real personal income as scale factor

Controls Zt : 12 lags of scaled agency purchases and commitments, growth of a nominal house price index, core
PCE price index, mortgage debt, housing starts, and log real originations, 3-month T-bill rate, 10-year Treasury
rate, conventional mortgage rate, BAA-AAA spread, unemployment rate, real personal income growth
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Cumulative Dollar Credit Multipliers: Instrument Relevance
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Local Projections-IV as in Ramey (2016), Stock and Watson (2017)

Let mt be a time series of instrumental variables, e.g., exogenous policy
changes proxying an unobserved shock to Y1,t . mt can be used to estimate

Yi,t`h “ Θh,i1Y1,t ` εi,t`h

provided the following conditions hold:

E
´

ε1,tm
1
t

¯

‰ 0 (relevance)

E
´

ε´1,tm
1
t

¯

“ 0 (contemporaneous exogeneity)

E
´

εt`jm
1
t

¯

“ 0 for j ‰ 0 (lead/lag exogeneity)

First stage: Y1,t “ δmt ` u1,t , Ŷ1,t “ δ̂mt

Impulse responses identified up to a scale factor Back



Response to a One Dollar Increase in Agency Purchases: Mortgage Holdings
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Impulse Responses to News Shocks: Regression Specification

yt`h ´ yt´1 “ αh ` δh

˜

12

8
ˆ

ř7
j“0 pt`j

X̃t

¸

` ϕhpLqZt´1 ` ut`h (3)

yt : outcome variable of interest

pt : agency commitments, 8-month sum proxies expected near-term purchases

X̃t : long-run trend of log real originations as scale factor

δ̂h: response to a 1 ppt increase in agency origination share, anticipated h
periods before, estimated by 2SLS instrumenting pt with non-cyclical policies
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Mortgage Spreads
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