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“Commercial Mortgage Underwriting: How Well Do Lend ers Manage the Risks?’Journal of Housing
Economics, Vol. 14 No. 4, December 2005, 355-383. Robert@rovenstein, John P. Harding, C.F. Sirmans,
Sansanee Thebpanya and Geoffrey K. Turnbull.Loan-to-value ratio and debt service coveragesdtave long
been viewed as the two most important quantitatieasures of the default risk of commercial mortgageption-
based models of default provide strong theorefipstt for the importance of original loan-to-valatio. The same
theoretical predictions have found strong empirstgdport in residential single-family mortgage gsak. However,
recent empirical studies of commercial mortgagaualéhave raised questions about the role of loavatue ratio in
assessing the riskiness of commercial mortgagbesdstudies generally either find no relationship puzzling
negative relationship between loan-to-value andulef In this paper, we use a very large data basemmercial
loan histories to thoroughly investigate this issiiée find strong evidence that loan-to-value ratiol debt service
coverage ratio are endogenous to the underwritioggss. Lenders react to other, unmeasured,ats@rs by a
combination of credit rationing and pricing. Asesult, unusually low loan-to-value ratio loans egupto have above
average risk in other dimensions and their defaudbabilities are equal to or higher than averag find that the
pricing spread that lenders establish as partefittderwriting process serves as an excellent suynmeasure of the
riskiness of the loan. We tested the effectiversddenders’ ability to appropriately price loamtalue ratio after
controlling for the lender’s pricing.

“Pricing of Commercial Mortgaged-Backed Securities:Evidence from Modern Conduit Issues,"Journal of

Fixed Income, Vol. 14 No. 1, June 2004, 69-87, John P. HardinG, F. Sirmans and Sansanee Thebpany&he
market for commercial mortgage-backed securitiddBS) has matured. After undergoing explosive gtofsom
1995 through 1998, the market has survived thedityucrisis of 1998, the recession of 2001 andftileut of the
9/11 terrorism. In recent years, issuers worldviidee used the CMBS structure to facilitate thelfng of
commercial real estate. Global volume averagededim$100 billion per year in 2001 and 2002. Th&BS structure
has continued to evolve with increased diversiiicatind better prepayment protection for investdnéormation
about the deals and especially the underlying sl has increased dramatically since 1997. pajser analyzes the
pricing of new CMBS securities from 1997 througt®20 We find that, despite the maturing of the regricMBS
investors still discriminate across deals and phedr investments based on an analysis of dealfspéactors such as
average loan quality, pool diversification, andpeuy type. By utilizing the increased data ava#ézZor modern
CMBS issues and explicitly modeling the joint enelipgity of subordination and pricing, we are abledofirm
theoretical predictions that AAA investors shoutljust the price they pay based on the level of gyeent protection
incorporated into the underlying loans and the ifieation of the pool of mortgages, even aftentcolling for the
rating level. In addition to prepayment protectard diversification, we find that loan quality anutrent economic
and market conditions influence pricing.

The Effect of Agency Reform on Real Estate Servid@uality, Journal of Housing Research, Volume 15, Issue 1
(2006), pages 41-53, Katherine A. Pancak and C.Fri@ans. This study examines the impact of recent stak re
estate agency reforms on real estate service gudlite analysis expands upon prior literature erarg licensing law
effects on service quality by using state adju@idatisciplinary action decisions as a measure alfityuadding recent
state law developments as explanatory variablasjraniuding state licensing board staffing and fiagdvariables to
hold licensing administrative efforts constant. iesindicate that certain state real estate agesfoym efforts, as
well as other licensing laws and the administratiblicensing laws, do have an effect on variaiiostate licensee
disciplinary action. These results have policylingtions for increasing real estate service qualit

“How Important is the Board of Directors to REIT Performance?,” Journal of Real Estate Portfolio

Management, Vol. 11 No. 3, September-December 2005, 281-2%3ilan Feng, Chinmoy Ghosh and C.F.
Sirmans. With the emergence of the “new” REITs over that ecade, the question of corporate governanue is
particular interest to investors and managers difRiertfolios. This paper analyzes the structiréhe board of
directors for a sample of REITs and examines ttaiomship between board structure and REIT peréoree. We
construct a board index that assigns higher st¢oresards with good governance — small size, nigjotitside
directors, and not chaired by the CEO. We find tifzsile good boards are associated with superierage
performance, the effect is significant only for thest and worst boards. For firms where the manegeappears to
have traded off positive board attributes agaimsir tpower and influence on the board, the neteffe performance is
insignificant.



“A Semiparametric Method for Estimating Local House Price Indices,” Real Estate Economics, Vol. 32 No. 1,
Spring 2004, 127-169. John M. ClappSpatial autoregressive hedonic models utilizeskqarices lagged in space
and time (Pace, 1997; Pagtedl., 1998). These models are capable of producire) lomuse price indices: l.e., a family
of different but related indices, one for each pairspace. This paper develops an alternativesamainetric approach,
the Local Regression Model (LRM) designed to usgdalatabases to produce neighborhood price indieesthe

LRM estimates a surface of constant-quality-howdaes as a function of time. From another perspecthe LRM
estimates a price index, and a confidence inteataach point on a grid covering the geograplzioeh of interest.

The LRM is fitted to 49,511 sales from 1972Q1 - 192 in Fairfax County, Virginia. The local priaedices display
plausible and significant variations over spacetimd. On average, LRM indices are the same aaralatd hedonic
price index for the entire county. The LRM prioglices in selected neighborhoods are shown tor diffmificantly
from those in some other neighborhoods. A new otefbr estimating standard errors addresses atooked

problem common to all local price indices: How t@keate the amount of noise in the estimates. ®sample
prediction errors demonstrate that LRM adds sigaift information to the hedonic model. Moran'sdtisttics suggest
that future research could usefully add a modspatial autocorrelation to the LRM.

“Pricing Cutting Behavior in Residential Markets,” Journal of Housing Economics, Vol. 13 No. 3, September
2004, 195-207. William E. Herrin, John R. Knight al C.F. Sirmans Changing reservation prices during the
marketing of a heterogeneous asset is a basiad mfsdarch theory and the theory of pricing urdiEmand uncertainty.
Empirical evidence is sparse though, because dgtading price changes are not usually availabking a unique
housing data set that includes the number of tiseghanges that occur over the listing periodpwavide, in this
paper, a test of the implications of these theori{gsnsistent with the theory of pricing behaviodar demand
uncertainty, we find that owners whose homes timadkin markets and owners who have better infoimneébout the
value of their homes are less likely to changeeri©n the other hand, owners who have relativiglly bosts of
continuing a search for a buyer are willing to ajgprice more readily, a finding consistent withrsé theory.

“Apartment Rent Prediction Using Spatial Modeling,” Journal of Real Estate Research, Vol. 27 No. 1, 2005, 105-
126. James Valente, Shan Shan Wu, Alan Gelfand, @€.F. Sirmans. This paper provides a new model to
explain local variation in apartment rents by idimoing the notion of a spatial process. The backuicsection defines
the difference between global trend and local Viariaand explains why proximity variables and snarket variables
should be modeled in the mean portion of the maatel, that the inclusion of such variables doe<onstitute a
spatial model. Additionally, the background sectiwavides an example of a simple model that incat@s both
proximity and zonal (sub-market) association vdeabA plot of the residuals illustrates the sigrift level of spatial
association that remains even after controllingsfmatial effects in the traditional manner. Thegvagso provides a
review of the use of both proximity and zonal asstian variables, and discusses early attemptpatiad modeling,
including conditional spatial autoregressive, stanous spatial autoregressive models, and krigimgview of the
data for the eight markets included in this stuglfpllowed by a detailed description of the spati@icess model. The
final section presents the results, which indicigaificant prediction improvement over traditiomadonic rent
models that only include indicator variables totoap spatial effects. A number of maps illusttad¢h continuous
residual and rent surfaces, clearly illustrating $patial patterns that exist in apartment rents

“Modeling Spatial and Temporal House Price PatternsA Comparison of Four Models,” Journal of Real Estate
Finance and Economics, Vol. 29 No. 2, September 2004, 167-192. Bradfo@hse, John M. Clapp, Robin Dubin,
and Mauricio Rodriguez. This research reports results from a competitiomodeling spatial and temporal
components of house prices. A large, well-docuntedtgabase was prepared and made available to@myshing to
join the competition. To prevent data snooping;a@sample observations were withheld; they wengodéed with
one individual who did not enter the competitiont bad the responsibility of calculating out-of-gdenstatistics for
results submitted by the others. The competitiongd into a cooperative effort, resulting in enteaments to previous
methods including: a localized version of Dubinfiggkng model, a kriging version of Clapp’s locagression model,
and a local application of Case’s earlier work onding a geographic housing market into districthe results
indicate the importance of nearest neighbor trarmsacfor out-of-sample predictions: spatial tremalysis and census
tract variables do not perform nearly as well agim®oring residuals.



“The Impact of a State Mandated Expenditure Floor omAggregate Property Values,”Journal of Urban
Economics, Vol. 53, 2003, 531-540, Laurie J. Bates and Rexd E. Santerre. Using a test of allocative efficiency
in the local public sector developed by Brueckr®r this study empirically examines the impact state minimum
education expenditure requirement on aggregatespiopalues in Connecticut communities. The eroplriesults
reveal that the typical community in Connecticugrsgls less on education and municipal servicesttiatevel that
maximizes aggregate property values. The resuitsdr indicate that spending on education fatifer below the
property maximization level in those communitiesstoained by the state expenditure floor. It fatidfrom the
analysis that some state expenditure floors cae i@jgregate property values and promote efficiency

“The Public Demand for Open Space: The Case of Comaticut Communities,” Journal of Urban Economics, Vol.
50, 2001, 97-111, Laurie J. Bates and Rexford Eaferre. At both the state and national levels, public petare
being designed to stimulate the demand for localmed open space. Yet very little is known abbatfactors that
influence the demand for open space and the satysif demand to price and income. To fill the dpthis study uses
data for Connecticut cities and towns to estimiagepublic demand for open space. The empiricaltesuggest that
the demand for open space is relatively insensitivehanges in price but highly responsive to ckarg income. The
findings also show that federal and state openespay tend to crowd out locally owned open spacetiaat locally
open space represents a highly congestable gdodllyi-the analysis indicates that privately owrggxén space is not
a good substitute for locally owned public opencgpa

“An Empirical Investigation of Federal Wetlands Regulation and Flood Delineation: Implications for

Residential Property Owners,” Journal of Real Estate Research, Vol. 26 No. 3, 2004, 299-315, Randall S. Guttery,
Stephen L. Poe, and C.F. Sirmand he purpose of this article is to present an emglistudy of economic
consequences for residential property owners tiisg¢ apon implementation of federal wetlands retires.
Specifically, this study examines the effect ofefiead wetlands regulations on sale prices of resideproperties in

East Baton Rouge Parish, Louisiana. The costsmptiance with the wetlands permit process caridrgficant, due
primarily to lengthy time-delays, expenses of prefgpdevelopment impact studies and satisfying otbguirements,
and burdens associated with satisfying regulatatigation requirements. Given these costs, theothgsis of this
study is that sale prices of residential propesibsre compliance with the wetlands permit proéessghly probable
are significantly different than those for compdegtroperties in otherwise similar locations wheueh compliance is
not probablegven after controlling for having a flood delineation. To measure the impact of such compliance, sales
prices of residential properties prior to and afiter Supreme Court's December 1985 rulin&iverside are compared.

“Schools and Housing Markets: An Examination of Schol Segregation and Performance in Connecticut,The
Economic Journal, Vol. 114 No. 499, 2005, F425-F440. John M. Clappd Stephen L. RossThis paper examines
the relationship between house price levels, schedbrmance, and the racial and ethnic composéafd@onnecticut
schooldistricts between 1995 and 2000. A panel of Coticigicschool districts over both time and labor kedareas
are used to estimate a simultaneous equations rdedetibing the determinants of these variablgsec#ically,
school district changes in price level, school gerfance, and racial and ethnic compositions deppod each other,
labor market wide changes in these variables, laad¢viation of each school district from the oitergtropolitan
area. The specification is based on the differenoif dependent variables, as opposed to the useeifor fixed
effects models and lagging level variables beydwedperiod over which change is considered; aswudttbe model is
robust to persistence in the sample. ldentificatibthe simultaneous system arises from the poesehmultiple labor
market areas in the sample, and the assumptioatiat markets changes in a variable due not dredtuence the
allocation of households across towns within adabarket area. We find that towns in labor marklets experience
an inflow of minority households have greater imses in percent minority if those towns alreadyehtagubstantial
minority population. We find evidence that thistsw process is reflected in housing price changdise low priced
segment of the housing market, not in the middi:wper segments.



