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Overview
Research question
• How doesmortgage contract design affect household wealth accumulation?
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Two identical homebuyers each borrowing $200K at 4.5%
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Buyer 1: buys at 11:59pm on 12/31/12→ defaulted into 50% amortizing loan
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Buyer 2: buys at 12:00am on 01/01/13→ defaulted into fully amortizing loan
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Problem: WeCan’t Observe theOutcome (Yet)
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This is ExactlyWhat the Paper Finds→ Zero Fungibility in 2015
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Near-Zero Crowdout of 401(k) Contributions on non-401(k) Savings

Source: Poterba, Venti, andWise (1995)



Large Effect of Automatic Enrollment on Savings in Subsequent Year

Source: Madrian and Shea (2001)



WhenMight the Approximation Fail?
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Median Non-Auto EnrolledWorker Fully Catches up by Year Three

Source: Choukhmane (2019), Figure 1
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Auto-Enrollment at One Employer→Non-Enrollment at the Next

Source: Choukhmane (2019)
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Conclusion

This is a great paper!
• Important paper with interesting new findings
• Very little to quibble with on execution→ I “believe” themain results

• Forced amortization ↑ total wealth $1-for-$1 in first 3-5 years
• Net ↑ savings financed by both ↓ expenditures and ↑ labor supply
• Effect is broad-based and homogeneous

My take
• The results are necessary but not sufficient for the broader conclusion that
mortgage amortization is a key determinant of lifetimewealth accumulation
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