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Econ 113:  April 21, 2015 

• Subprime Lending Crisis, 2000s, continued 
– Housing Boom & Bust 

• HELOCs and consumer spending (Mian & Sufi) 
• Demographic Changes 
• Women in the Labor Force 
• The Pill 
• Marriage Decisions 

 
 
 

Last Class is Thursday April 30 
Final is Thursday May 14, 8:00 am, 1 LeConte 
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How much use of home equity?  LOTS 
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MEW = Borrowing against equity (HELOCs) – principal repayments – debt 

cancellation.  If principal repayments + debt cancellation > borrowing, MEW<0. 

There are real effects of financial changes 

• Equity in house = Current price of comparable homes – 
outstanding mortgage balance 

• Home Equity Line of Credit (HELOC) 

– Bank gives homeowner “line of credit” 

– Can use money for whatever you want, whenever you want 

– Repay eventually but often interest only for first 10 years 

• Mian and Sufi article  

– County, zip-code, or MSA level data to study effect of HELOCs 

– To protect borrower identity, each observation = 5 borrowers 
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Boom in borrowing 
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Boom in Construction 
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Price increase depends on slope of S 
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Higher prices, higher 
𝑑𝑒𝑏𝑡

𝑖𝑛𝑐𝑜𝑚𝑒
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People borrowed against home equity 

• Mian & Sufi estimate (Table 3) that homeowners 
borrowed 25 cents of every dollar of additional home 
equity value 

– Example:  Home price goes up by $100,000 

–                 Homeowner borrows an additional $25,000 

• More borrowing by people who already do a lot of credit-
financed spending 

– Those with high credit card use  

–                      and low FICO scores 
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Mian & Sufi, Table 3 
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Heavy credit users use HELOCs 
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Low & High credit quality are bottom & top quartile of FICO; Low/High credit card utilization is also end quartiles 

And they used that $ to buy stuff 

• Not a direct conclusion, but by process of elimination 

• Table 6 tells us . . .  

– Panel A:  House Price (HP) growth not determining likelihood of 
moving to a new zip code 

– Panel B:  House Price (HP) growth not associated with buying 
mortgage-financed investment properties 

– Panel C: House Price (HP) growth not associated with paying off 
credit card balances 

• What else is possible?  

– Home improvements (recorded in Residential Investment) & 
Consumption spending! 
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Mian & Sufi, Table 6 
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Other evidence supports conclusion 

• Mian & Sufi, FRB-SF Newsletter, January 2011 (attached to 
handout) 

• County-level data 

• Measure 2002-2006 increase in debt:income ratio 

– “high-household debt” = counties with top 10% of increases 

• Lots of increase in HELOC debt 

• Probably lots of HELOC-financed additional spending 

– “low-household debt” = counties with bottom 10% of increases 

• How has recovery progressed in those two sets of 
counties? 
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High-debt REALLY cut back on car purchases 
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High-debt REALLY cut back on housing 
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Employment fell especially where high debt 
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Wow-worthy: Decline in S of loans 
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Source: NBER WP #21076 
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Demographic Changes 

Productivity Growth Slowdown                       Resurgence                      Demography                     Women in the LF                  The Pill 

More changes 
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Far fewer “Phil & Claire Dunphy” 

• Few households 
today are the 
“traditional family” 
of Mom, Dad, and 
Kid(s) 
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More married women working 
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Primarily about White women 
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But check out age-specific LFPRs 

Demography                     Women in the LF                  The Pill                 Marriage Decisions                Immigration Laws 

Source:  Bailey, “More Power to the Pill” 
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Shifts in Women’s Typical Occupations 
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Fewer Domestics; More Everything Else 
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Women & Services go hand-in-hand 
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One Little Pill, three weeks out of four 

• The Pill 

– Puts women in charge of fertility control 

– Separates fertility control decision from time of sexual activity 

– Initially not available to single women under age 21 

– Laws changed state-by-state 

• Question:  Did access to the Pill affect women’s fertility?  
The timing of children?  Their labor market supply? 

Demography                     Women in the LF                  The Pill                 Marriage Decisions                Immigration Laws 



4/19/2015 6:09 PM 

8 

Graph indicates something’s going on  
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Bailey’s analysis 
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Effect on LFPR & Hours 
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Shall I marry? 

• Cost / benefit analysis 

– Assume:  goal is maximize net benefit 

• Specialization and Trade  

– Home production vs. Market production 

– Changing comparative advantage 

 

• Higher women’s labor force participation 

– Less marriage 

– Later marriage 
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Less specialization 
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Less Marriage & Later Marriage 
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Stunning Increase 
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Though more living together 
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Why marry when you can take 113? 

• Women are 
substituting college 
for marriage 

Attitudes have changed, too 
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Group Discussion Questions 

• What were the explanations for fertility decline that we 
looked at earlier in the course? 

• Are those explanations relevant to explaining the last 30-
40 years of fertility behavior in the U.S.?  Why/why not? 

• What if we think of fertility decisions more broadly, as a 
cost/benefit calculus?  How well does the cost/benefit 
approach explain the 19th century fertility decline?  
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