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Loan balance =$200,000
Foreclosure value=%$137,500

Purchase Loan House value Foreclosure
price amount decline  fixed costs
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Problems

Lack of guidance Explicit waterfall, NPV test, instructions

2 Fear of investors Establishes new “standard industry
practice”

Capacity constraints Payments to servicers

4  Junior liens 2MP program makes payments
Unemployment New temporary forbearance protocol

Negative equity “Short refi” protocol
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highly common among delinquent loans
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Hirst liens are likelier to go
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But junior liens as a whole better underwritten,
~ overall lower delinquency not a puzzle
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