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Figure A2: 2/28 ARMs Pre-estimation Default Patterns - Countrywide and Control Group

Notes: This figure presents the quarterly cumulative default rates for Countrywide and Control Group 2/28 ARM
loans from mid 2006 through mid 2007 (just before our analysis period begins). The denominator equals the total
stock of loans that had been originated up to that quarter; the numerator is the total number of loans that have
ever defaulted from mid 2006 through that quarter. A loan is counted as in default if its status is 60 days past
due on payments or worse. Foreclosed loans are counted as having defaulted while loans that have prepaid are
counted as being current. The straight line shows the default rate for Countrywide loans; the dashed line shows the
corresponding rate for mortgages in the Control Group.



Figure A3: Evolution of Default Rates for 2/28 ARMs - More Homogenous Sample

Notes: This figure plots the average monthly rollover rate (the 60-day delinquency rate among
borrowers who were current two months before) during each of the five quarters preceding the
Settlement announcement, the quarter just after the announcement (Oct-Dec 2008), and the Jan-
Feb 2009 period in a more homogenous sample of Countrywide and Control Group of loans. This
sample is obtained by considering Countrywide and Control Group loans with CLTVs, interest rates,
and credit scores that are within one standard deviation of the Countrywide mean during each month
of the pre-Settlement period. The straight line shows the rollover rate for Countrywide loans while
the dashed line shows the corresponding rate for mortgages in the Control Group.
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Figure A5: 2/28 ARMs Hazard Model for Default Rate

Notes: This figure plots estimates of a discrete-time hazard model in the Matched Sample. We
implement this model using a multiperiod probit specification in which the dependent variable equals
1 if the loan is 60 days delinquent during that month and equal to zero otherwise. Once a loan
becomes 60 days delinquent, it drops out of our analysis. This model has similar controls as our
baseline model but it does not condition on loans being current 2 months prior. It also includes
controls for loan age and age squared to account for duration dependence. The displayed coefficients
are the estimates of a change between Countrywide and Control Group default rates over time.
The excluded category is the July-September 2007 period. The dashed lines show 99% confidence
intervals around these estimates. Standard errors are clustered at the loan ID.
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