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Abstract

After a mortgage is originated the borrower promises to make scheduled payments to repay the loan.  These payments are sent to the “servicer”.  This firm may be the same as the original lender, but may also be a different firm that has been hired to collect the promised payments and distribute the income flow to the appropriate investors and lenders.  Heterogeneity in servicer practices could have may substantial impacts on the mortgage performance.  
A large loan level data set of securitized subprime mortgages allows for a unique examination of servicer impacts on mortgage performance.  Accounting for unobserved heterogeneity and following earlier research (Alexander et al 2002 and Pennington-Cross 2003) on subprime mortgages, this paper will provide a competing risk proportional hazard estimation of the probability of default and prepayment.  Special attention will be paid to servicer specific impacts on overall mortgage performance, as well as, potential changes in unobserved heterogeneity and potential impacts of interest rates and equity estimates.  
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