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My comments

Comment 1: Was the reform important?

Comment 2: Treatment

Comment 3: Macro framing vs. micro estimates
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Comment 1: Was the reform important?

Reform: in 2012 limits new mortgage LTVs to 85% (affects 65% of mortgages)

In paper, say that an earlier 2010–2011 version of the reform did not work

Therefore, exclude 2010-2011 years from the diff-in-diff regression analysis

But never show histogram showing LTV distribution of mortgages before/after the reform

Footnote 18: remove people with LTV above 85% (new LTV limit) from treated sample

Suggestion. Start with histograms showing mortgage LTVs before and after the reform

I Do this for the entire population of new mortgages (not just tiny regression sample)

I I would like to see no bunching at 85% before the reform and clear bunching after

I Bunching itself can be used for identification (new IO methods)
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Comment 2: Treatment

Since do not observe treatment (who would have wanted to get mortgage above 85%
LTV but could not), predict treatment using machine learning model trained on personal
characteristics and other pre-reform variables

Issue: normally want to have treated and control groups to have similar characteristics

Here: the definition of treatment is based (mainly) on personal characteristics
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Comment 2: Treatment (cont.)

Treated (LTV>85%) and control (LTV<85%) groups look very differently:
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Comment 2: Treatment (cont.)

Since do not observe treatment (who would have wanted to get mortgage above 85%
LTV but could not), predict treatment using machine learning model trained on personal
characteristics and other pre-reform variables

Issue: normally want to have treated and control groups to have similar characteristics

Here: the definition of treatment is based (mainly) on personal characteristics

Hence, treatment effect driven by differences between treated and control groups

For example, bank deposits is most important predictor of treatment

Include education fixed effects as control but not other characteristics
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Comment 2: Treatment (cont.)

Another question: how well can machine learning algorithm correctly predict
treated/control individuals?
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Comment 3: Macro framing vs. micro estimates

Macro (policy experiment): how does macro-prudential policy to restrict mortgage LTVs
affect labor market outcomes

Micro (what paper does): examines small subset of people (approx 1800)

I Sample: people who just got mortgage, then get fired in mass layoff

I Finds very large magnitudes: reducing DTI by 25% leads to increase in unemployment
durations by 79 days and wage gain of 3.3pp

I But argues that this reform did not have any significant other changes (e.g. mortgage
applications, house prices, who gets mortgages)

Internal inconsistency

I If effects were so large, then the reform should have measurable aggregate effects

I Alternatively, do not expect to have any aggregate effects because the results driven by select
small sample

Suggestion. Consider re-focusing main analysis on ALL workers (intent to treat effects)
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My other questions to authors

To control for shocks, why not use industry-time and location-time FE and instead use
location-industry FE?

Figure A shows unemployment over time and shows that unemployment is lower during
the Financial Crisis. Is this a mistake? Should it be showing employment instead?

The mean of wage growth is -0.074 in every single sub-sample. Is this a typo?

Why is the number of observations of 1800 (number of unique people) in all tables that
are panel regressions?

How do you define wages for (unemployed) people who did not find a job post-treatment?
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Summary

Interesting paper with a great potential

Identification: consider trying identification based on bunching around 85% LTV

Macro vs micro implications: consider re-focusing main analysis on broader sample of
workers (intent to treat)
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