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Overview 

 

Everyone needs a place to live and a way to pay for it. For most homeowners, their 

residence is also their largest and riskiest financial asset. For renters, finding affordable 

housing can be a major challenge. And as recent events underscore, a housing market 

meltdown can have dire and long-lived consequences for the broader economy. All this 

leads policymakers to have an intense interest in, and through their policy choices 

influence on, housing finance.  

 

In this course students will learn about a variety of topics relating to housing finance. 

We’ll start with the U.S. mortgage market, which is at a particularly interesting 

crossroads, and also lay out some basic facts about risks and returns for mortgage 

investors. Students will discuss the pros and cons of the major policy options now under 

debate. For comparison, we will also look at mortgage financing models in other 

developed countries. Other topics (time permitting) will include the challenges of 

managing public mortgage programs, issues in financing affordable housing, and reverse 

mortgages.  

 

The instructors have a mix of academic, policy and practical knowledge about these 

topics that they look forward to sharing with the class. 

 

Materials 

 

Class notes and readings will be made available on Stellar. It is useful for you go over the 

readings before class as they will inform the class discussion. There are no required 

textbooks.  

 

 Grading and expectations 

 

 The final grade (P/D/F) is based on two components:  

1. (80%) Paper: The main assignment for the course is to write a short paper (up to 

5 pages plus references and charts) that critically analyzes a topic related to the 

class. Papers can be written individually or in groups of up to 4 people. A list of 

suggested paper topics will be made available, or you can propose a topic of your 

own. The paper must be submitted online by 5pm on February 17. 
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2. (20%) Class participation: Participation and attendance are important. Please 

have your name card out and be prepared to take an active part in class 

discussions. 

 

Office Hours   

 

We’re happy to meet to discuss any questions or concerns. Availability is by appointment. 

You can reach us by email at: dlucas@mit.edu or dcris@mit.edu. 

 
 

Course Outline and Readings 
Schedule of topics is subject to change. Check Stellar for most recent information. 

 

Day 1 

 

Topic 1: Overview of U.S. housing and mortgage markets 

 

Topic 2: Mortgage products: consumer and investor perspectives 

 

Topic 3: The business of mortgage financing, opportunities and challenges 

 

Topic 4: Managerial challenges for government mortgage programs 

    

 

Day 2 

 

Topic 5: International mortgage markets 

 

Topic 6: Policy options for the future of the U.S. mortgage market 

 

Topic 7: Financing affordable housing 

 

 

 

 

 

Readings 

 
These readings provide a variety of perspectives on housing finance and directions for reform. 

All are recommended but optional.  

 

John Y. Campbell, “Mortgage Market Design;”  

http://scholar.harvard.edu/campbell/publications/mortgage-market-design-0 
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Congressional Budget Office, “Fannie Mae, Freddie Mac, and the Federal Role in the Secondary 

Mortgage Market;” https://www.cbo.gov/publication/21992 

  

National Mortgage News, Will Trump Tackle Housing Finance 

Reform? http://www.nationalmortgagenews.com/news/compliance-regulation/will-trump-tackle-

housing-finance-reform-1090481-1.html 

 

National Mortgage News, 'Promising Road' to GSE Reform? We've Been Here Before, Mark A. 

Calabria; http://www.nationalmortgagenews.com/news/voices/promising-road-to-gse-reform-

weve-been-here-before-1076108-1.html 

 

A More Promising Road to GSE Reform, Jim Parrott, Lewis Ranieri, Gene Sperling, Mark 

Zandi, Barry Zigas; https://www.economy.com/mark-zandi/documents/2016-03-22-A-More-

Promising-Road-To-GSE-Reform.pdf 

 

FEDERAL RESERVE BANK OF SAN FRANCISCO WORKING PAPER SERIES, The Great 

Mortgaging: Housing Finance, Crises, and Business Cycles, Òscar Jordá, Moritz 

Schularick, Alan M. Taylor, September 2014,  http://www.frbsf.org/economic-

research/files/wp2014-23.pdf 

 

Housing Wire, Breaking down the three GSE reform measures: SFIG compares Johnson-Crapo, 

Corker-Warner and PATH, Trey Garrison; http://www.housingwire.com/articles/29457-

breaking-down-the-three-gse-reform-measures 

 

GSE reform bills are right to end Fannie and Freddie, Alex J. Pollock; 

 http://www.aei.org/publication/gse-reform-bills-are-right-to-end-fannie-and-freddie/ 

 

The Way Forward: U.S. Residential Mortgage Finance in a Post-GSE World, Lawrence J. 

White; http://web-docs.stern.nyu.edu/old_web/economics/docs/workingpapers/2011/white-

residential%20mortgage%20finance%203.3.11.pdf 

 

Guaranteed to Fail: Fannie, Freddie, and the Debacle of Mortgage Finance, Viral V. Acharya, 

Professor of Finance, NYU Stern School of Business, NBER and CEPR, Matthew Richardson, 

Charles E. Simon Professor of Applied Financial Economics, NYU Stern School of Business and 

NBER, Stijn Van Nieuwerburgh, Associate Professor Finance, NYU Stern School of Business, 

NBER and CEPR, Lawrence J. White, Arthur E. Imperatore Professor of Economics, NYU 

Stern School of Business; https://research.stlouisfed.org/conferences/gse/White.pdf 

 

An Analysis of Government Guarantees and the Functioning of Asset-Backed Securities 

Markets, Diana Hancock and Wayne Passmore; 

 https://www.federalreserve.gov/pubs/feds/2010/201046/201046pap.pdf 

 

https://www.cbo.gov/publication/21992
http://www.nationalmortgagenews.com/news/compliance-regulation/will-trump-tackle-housing-finance-reform-1090481-1.html
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http://www.nationalmortgagenews.com/news/voices/promising-road-to-gse-reform-weve-been-here-before-1076108-1.html
http://www.nationalmortgagenews.com/news/voices/promising-road-to-gse-reform-weve-been-here-before-1076108-1.html
https://www.economy.com/mark-zandi/documents/2016-03-22-A-More-Promising-Road-To-GSE-Reform.pdf
https://www.economy.com/mark-zandi/documents/2016-03-22-A-More-Promising-Road-To-GSE-Reform.pdf
http://www.frbsf.org/economic-research/files/wp2014-23.pdf
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http://www.aei.org/publication/gse-reform-bills-are-right-to-end-fannie-and-freddie/
http://web-docs.stern.nyu.edu/old_web/economics/docs/workingpapers/2011/white-residential%20mortgage%20finance%203.3.11.pdf
http://web-docs.stern.nyu.edu/old_web/economics/docs/workingpapers/2011/white-residential%20mortgage%20finance%203.3.11.pdf
https://research.stlouisfed.org/conferences/gse/White.pdf
https://www.federalreserve.gov/pubs/feds/2010/201046/201046pap.pdf
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U.S. Department of the Treasury and U.S. Department of Housing and Urban 

Development, “Reforming America’s Housing Finance Market: A Report to Congress,” February 

11, 2011;  

https://www.treasury.gov/initiatives/Documents/Reforming%20America's%20Housing%20Finan

ce%20Market.pdf 

 

The Urban Institute’s Center for Housing Policy produces a wealth of useful information. You 

can find their publications at: http://www.urban.org/policy-centers/housing-finance-policy-

center/publications 

 

National Low Income Housing Coalition, “Brief Historical Overview of Affordable Rental 

Housing,” http://nlihc.org/sites/default/files/Sec1.03_Historical-Overview_2015.pdf 

 

Fischer, W., & Sard, B. (2013). Chart book: Federal housing spending is poorly matched to 

need. Center on Budget and Policy Priorities. Retrieved May, 10, 2016. 

http://www.cbpp.org/research/housing/chart-book-federal-housing-spending-is-poorly-matched-

to-need  

Grunwald, M. (2015). The (Real) Bank of America. Politico Magazine. 

 http://www.politico.com/magazine/story/2015/01/federal-loans-bank-of-america-113920  
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