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Reminder – questions for discussion

— What is/are the economic question(s) the paper is trying to 

answer? What is the paper’s “unique selling point” (USP), i.e. 

how does it move the literature forward?

— What is the empirical approach? Potential endogeneity issues 

& how does the paper address them?

— Data used & main results? Economic interpretation?

— What do you like about the paper?

— What could be improved / wasn’t clear to you?

Try to link in particular to things we discussed in the lectures. 

Also think about the way results are communicated 

(tables/figures/writing). 
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Economic question and the paper’s USP

• How do government debt relief policies affect borrowers’ 

propensity to default on their loan (“strategic default”) ?

— could frame more broadly: to what extent does collateral mitigate 

moral hazard? 

• USP: a natural experiment in Ireland that made repossession of 

homes by banks illegal, but only for mortgages originated 

before a certain date.

— in July 2011, a judge ruled that properties mortgaged before Dec 

2009 could no longer be repossessed in the event of default.

• Administrative data on loan performance 

— additional information on deposits for subset of borrowers to allow 

estimation of heterogeneity in treatment effects
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Empirical approach

• Generally there is simply no variation in repossession risk 

across different borrowers within same country

• The judgement in July 2011 naturally created two groups

— treated: loans originated before Dec 2009

— control: those originated after (which remain subject to 

repossession risk)

— Note: it’s key that the judgement happened after the cut-off date

• One difficulty: loans that have been open for longer naturally 

have higher default rates; lending standards may have 

changed over time, and loans also differ in their interest rates

— author tries to make treatment & control group more comparable 

by using 6-month windows around Dec 2009 originations, and 

matching on observable characteristics 
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Data

• Quarterly loan-level data covering about 2/3 of the Irish 

market, for Oct 2010 – July 2012 (one year pre/post)

— 7,913 loans, of which 4,488 “treated” (originated pre-Dec 2009) 
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Notice 

differences in 

some relevant 

observables… 

not clear if this 

table is based on 

sample after 

matching?

Also, why are 

50% treated (vs. 

description)?



Graphical illustration of main effect

• Model transition into 90-day default (afterward, drop from 

sample – i.e. default is an absorbing state)
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Thoughts on this 

figure?

What does it say 

about validity of 

research design?



Graphical illustration of main effect

• From working paper version: default rates in levels (on the 

”stock” of loans)
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Thoughts on this 

figure?



Main regression specification

• What are the key assumptions here?

— linear effects of treatment and fixed effects/controls on 

probability of entering default

— origination time does not independently matter for default

• Role of fixed effects and controls?
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Main table

• Part 1… 
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What do coefficients 

Treated X Post and 

Treated tell us 

(across columns)?

Is treatment effect 

big or small?



Main table

• …and Part 2

• Clearly information overload – but also shows how many different 

specifications can be considered here
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Event study specification
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Thoughts on this chart?

Usefulness vs. table from 

before?



Other analyses

• Estimate treatment effect separately by month of origination, 

with idea that should “jump” in post-period for originations just 

before vs. just after Dec 2009 threshold

— referee request…

— results really don’t look that good – Oct/Nov 2009 originations 

look more like 2010 originations. But he does not add controls 

here – a bit puzzling (also the discussion)…
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Other analyses

• Changing the “bandwidth” of the sample window

— +/- 180 days, vs. 30 to 270 days

— doesn’t matter much – nice figure that shows this

• Permutation inference – recognizing that effectively only have 

two groups / clusters

— run random “placebo” experiments to simulate the distribution of 

estimated treatment effects & get p-values

• Heterogeneous treatment effects via triple-diff 

— interact with terciles of liquid wealth distribution or with terciles of 

loan-to-value ratio, using only loans from one bank

— results shown on next slide
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Heterogeneous treatment effects
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Interpretation?

Standard errors?



What I liked / what could be improved

• Clear “natural experiment”, important policy question

• Very thorough analysis that illustrates how “messy” even a 

setting that seems quite simple can be

• Event study chart

• Good discussion of economic magnitudes of effects and 

external validity issues

• Room for improvement: more focus on a subset of 

specifications – ideally the same across event study, main 

table, and robustness checks

— rest could go into online appendix

• Some of the discussion not clear (e.g. of matching)

• “Month of origination” analysis partly undermines credibility of 

results 
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