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Key Takeaways

e The private mortgage lending market continued to inadequately serve most
households of color.

e The gap in homeownership rates between Black and White families remained near a
120-year high point.

e Refinance lending exploded during the pandemic and disproportionately flowed to
non-Hispanic White, Asian Indian and Chinese borrowers.

e Other BIPOC communities saw their share of mortgage lending shrink.

e QOver decades, the private mortgage market and laws intended to expand access
to credit have failed to achieve equitable homeownership rates or increase family
wealth in communities of color.

e Policy makers, community leaders and lenders themselves should rally around bold
new approaches, race-specific goals and performance requirements.

Key Findings
e Nonbank mortgage companies extended their lead over banks in originating home

purchase loans overall, and were by far the primary source of credit for LMI and
non-Asian BIPOC communities.

e |n 2020, the 25.5 million HMDA records had 14.5 million loan originations plus
another 2.9 million records of loan “purchases,” where loans originated by a third
party and bought by the lender.

* Average refinance interest rates declined from 4.89% in 2018 to 3.09% in 2020.

e [ow interest rates drove a massive increase in homeowners seeking refinances,
doubling from 7.1 million applications in 2018 to 15 million in 2020.

e | oans lacking race and ethnicity data have grown since 2018 to 15% of all
applications and 75% of all purchased loans in the 2020 HMDA release.

e 15 of the top 20 loan purchasers reported race and ethnicity on 0% of the loans
they purchased.

e Reporting of disaggregated race and ethnicity data by borrowers reached a new
high of 61% of eligible applicants. Yet home purchase loans lacking race and
ethnicity data increased 1.9%.

e There has been little change in the share of same-sex lending in HMDA across all
loan purposes. Less than 2% of loans in the HMDA dataset in 2020 had a same-sex
pair of borrowers.
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e Since 2007, there has been a 2.4% increase in market share for BIPOC home
purchase borrowers.

e Most of the increase in BIPOC home purchase lending was due to expanding
numbers of Hispanic and Asian applicants, who increased by 1.5% and 1%,
respectively. Black borrowers decreased by 0.1%.

e Asian Indian borrowers were responsible for Asian gains in refinance lending in 2020.
Because of their impact on the market, the share of Asian borrowers increased from
29% to 36% from 2018 to 2020.

e |n 2018, 27.5% of refinance loans went to an LMI homeowner, and in 2020 that figure
fell to 19% even though about 43% of the population were in LMI households.

e QOriginations to majority-minority neighborhoods fell from 19.1% of all loans in 2018 to
18.5% in 2020.

e [oans in LMI neighborhoods declined from 16.5% in 2018 to 13.7% in 2020.

e |n 2018, more than 45% of refinance loans were to older adults, and in 2020, that
figure fell to 31.5%.

* There was an alarming increase in the number of loan records that lacked
demographic data on race and ethnicity. This was thanks to a loophole in reporting
requirements which allows the removal of demographic data from purchased loans.

e The number of reverse mortgages expanded sharply during the pandemic. This might
suggest more broadly that older adults were under intense financial pressure.

e Black and Hispanic borrowers bought less valuable homes than White (and some
Asian) borrowers, and they paid more to do so.

e Despite predictions that the growing Hispanic population would increase their share
of the housing market, there was no evidence of this shift

Recommendations

e The Community Reinvestment Act should be expanded to explicitly evaluate
racial/ethnic equality and how banks serve people of color and majority-minority
communities.

e Congress, bank and housing regulators, community leaders and lenders should rally
around a 60% homeownership goal for African Americans and Latinos, and take the
necessary actions to achieve that goal.

e Expand support for first-generation buyers, with a focus on helping families with down
payments and closing costs to remove the largest financial barrier to start building
wealth via homeownership.

WWW.NCFC.0rg 6 ENCRC
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e |ncrease funding to the National Housing Trust Fund and Capital Magnet Fund.

e Expand fair housing enforcement, including HUD’s Affirmatively Furthering Fair
Housing and Disparate Impact Rules.

e Strengthen and better evaluate racial and ethnic representation and investment in
financial institutions.

e The Consumer Financial Protection Bureau (CFPB) should engage the public,
consumer groups, and lenders to assess best practices for encouraging loan
applicants to volunteer demographic data.

e The CFPB should require lenders that report loan purchases to report any
demographic data collected by the loan originator. Close the loophole that allows no
reporting of demographic data for purchased loans.

e Expand the disaggregated race options that are available to borrowers to include
alternatives to African American, Native American and White to improve our new
understanding of the nuances in racial disparity in the mortgage market. Add options
for borrowers to identify in other ways as well; for example, veteran status, sexual
orientation and educational attainment.

* In order to identify predatory practices such as churning, steering or overcharging,
the CFPB should include the universal loan identifier and borrower credit score in the
public HMDA data.

e The CFPB and the prudential regulators should explore using the disaggregated race
and loan cost data in HMDA to better understand issues such as steering, redlining
and discrimination in the mortgage market.

e The CFPB should release HMDA each quarter on a rolling basis. Lenders that take
more than 60,000 applications per year are required to report quarterly and more
current data would greatly expand the impact of HMDA with no additional burden on
reporting entities.

e The Federal Reserve should deepen its knowledge and understanding of the
relationship between the racial wealth and homeownership gaps and mortgage
interest rates. Ensuring a steady flow of safe, affordable mortgage credit is key to the
Federal Reserve’s goal of maximizing employment.

e The interest rate for fixed rate mortgages is set based on the yield of the 10-Year
Treasury note. This rate can be impacted by economic conditions, including the
pandemic, climate change and natural disasters. The Federal Reserve should
consider how fluctuations in this market impact the flow of mortgage credit, especially
to LMI and BIPOC communities, and find a method to insulate the housing finance
system from this disparate impact.
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Foreword

In this paper the National Community Reinvestment Coalition presents a broad and detailed
analysis of 2020 Home Mortgage Disclosure Act (HMDA) data. Our analysis reveals how the
private or conventional mortgage lending market is failing to serve economically insecure
households of color. This re-enforces the racial divide in homeownership which is a pillar of the
growing racial wealth divide.

Whites and Asian Americans were the major racial/ethnic categories whose demographic
representation was about equally reflected in their mortgage lending. In 2020 whites originated
65% of all mortgages, close to their representation of the adult population of 64%. Asian
Americans, who are 6.1% of the population, were close to their demographic representation,
originating 6.5% of home lending. Latinos share of the home mortgage lending market was
about half of their demographic representation with 9% of home mortgage lending for 17% of
the adult population. Blacks and Native Americans share of the home lending market, 5.2%
and .4% respectively, was less than half their demographic representation.

Latinos, African Americans and Native Americans are being even more poorly served by
conventional, private lenders than what has been previously understood. Almost 60% of Black
home purchase applications are through federally-backed FHA, VA and RHS loan programs,
and for Latinos it is about 50%. The conventional/private mortgage market, even with
government backed loans, is maintaining the homeownership disparities that are at the center
of the American racial wealth divide.

The recently released HMDA data also shows that the conventional/private mortgage market
is under-serving low- and moderate-income (LMI) neighborhoods as a whole, providing only
13.7% of loans to LMI neighborhoods, although these areas represent 30% of neighborhoods.
NCRC has proposed a series of policy reforms to help address these issues and make
homeownership as asset of equality verse its current role as carrying the effects of historic
discrimination into the present and future.

A few of NCRC recommendations include:
e CRA should be expanded to explicitly evaluate racial/ethnic equality and how banks
serve people of color and majority-minority communities

e NCRC has called for the nation to rally around a 60% homeownership goal for African
Americans, Latinos and Native Americans and take the necessary action to achieve
that goal

e Strengthen and better evaluate racial and ethnic representation and investment in
financial institutions

e CFPB should require lenders that report loan purchases to report any demographic
data collected by the loan originator. End the loophole allowing no reporting of
demographic data for purchased loans.

WWW.NCFC.0rg 8 ENCRC
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As this report highlights, there is much important data in the Consumer Financial Protection
Bureau release of HMDA data. It is up to the financial industry, nonprofit advocates, community
activists, regulators and government officials to analyze and act upon this important information.
Hopefully this NCRC paper will help instigate action to create a nation where homeownership is
a more broadly held and progressive asset.

Introduction and Overview

Home equity — the difference between the value of a home and the amount of mortgage debt on the
home — is an important component of overall household wealth. Corelogic

In June 2021, the Consumer Financial Protection Bureau (CFPB) released the 2020 data from
the Home Mortgage Disclosure Act (HMDA). This valuable dataset is the most comprehensive
and detailed glimpse into mortgage lenders’ ability to provide credit to American homebuyers
and homeowners. In this report, NCRC reviews 2018 through 2020 HMDA data and discusses
trends in lending, the impact of COVID-19, the refinance wave, and interesting changes in

Homeownership Rates for White and Black Families in the United
Click to view States from 1900 through 2020

interactive chart. Homeownership rates for all Americans have increased dramatically since 1900. However, the gap in

ownership between Black and White families has remained substantially unchanged. As of 2020, 74% of White
families were building wealth in their homes, while just 44% of Black families are doing so. This long term
disparity in homeownership drives an ever widening wealth gap.
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** Source: 1900 - 1990 Data provided by U.S. Census Decennial Survey. More detailed 1995-2070 and Q12015 data was provided by
the Census Bureau’s Housing Vacancies and Homeownership Survey. 2020 and future projections provided by Joint Center for
Housing Studies at Harvard. Calculations conducted by Richardson, J. and Mitchell, B. of NCRC Research team.

Chart: NCRC + Source: NCRC - Created with Datawrapper

lending among disaggregated racial groups. The impact of the racial wealth divide on the way
that borrowers encounter the mortgage market is important to understand in order to address
the growing disparities in homeownership and wealth. HMDA is also one of the very few
datasets that offers a granular look at family wealth in America over time, by offering snapshots
of their home equity.

WWW.NCFC.0rg 9 ENCRC
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Black and Hispanic families are far less likely to own homes compared with White families.
NCRC'’s analysis shows that the gap in homeownership rates for Black and White families

is now near its highest point in 120 years. From home appreciation rates to neighborhood
valuation, researchers have categorically documented the discriminatory origins and
outcomes of our mortgage finance system. The assets of Black and Latino households

are largely concentrated within their home equity. 47% and 51% of respective Black and
Latino households’ wealth portfolio is concentrated in their home equity, compared to White
households’ wealth portfolio in which 25% is concentrated in home equity. The ongoing racial/
ethnic homeownership divide and growing concentration of wealth amongst the wealthy
maintains the racial wealth divide today and will continue to expand it into the future.

Data such as HMDA allows regulators, consumer advocates and the public to examine
lenders for evidence of disparate impact stemming from structurally racist elements of our
housing finance system. Redlining, segregation and displacement have imbued a legacy of
discrimination into our housing market and on the health of our communities. By advocating
for greater transparency and access to data on lenders and lending and strengthening
homeownership rates among economically marginalized groups, NCRC seeks to address

the growing racial wealth divide. To that end, NCRC is advocating for the collection of

small business loan data as required in the Dodd-Frank Wall Street Reform and Consumer
Protection Act, and we continue to support greater data collection and transparency under
the Community Reinvestment Act (CRA). The CFPB has proposed a rule to implement Section
1071 of the Dodd-Frank Act, which requires the collection of the race and gender of small
business applicants. The proposed rule is comprehensive. However, we will be asking the
agency to include some categories of lenders that are proposed to be exempted. NCRC

also supports the efforts of the CFPB to make Section 1071 consistent with HMDA data in
important areas such as action taken on applications and disaggregated racial and ethnic
categories. NCRC has also created a 60% homeownership goal for African Americans, Latinos
and Native Americans and is asking for the public and private sectors to work toward those
goals.

In this report, we will review trends in mortgage lending from 2018 through 2020. In 2018, the
CFPB took over the collection and reporting of HMDA data and updated it to a new format with
many new variables. This HDMA report is the first time we have had the opportunity to review
three years of this new data, including information on borrower age, disaggregated race and
ethnicity, loan interest rates, closing costs and features. In this report, we looked at those loans
along multiple dimensions including the race, ethnicity, gender and age of the applicants.

In addition, we were particularly interested in the interaction of BIPOC applicants with low- and
moderate-incomes and in LMI and majority BIPOC census tracts (neighborhoods). Special
attention was placed on how BIPOC and LMI people experienced the mortgage market
during a year in which COVID-19 ravaged the health and economic stability of communities,
particularly communities of color.

WWW.NCIC.Org 10 ENCRC
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To explore this data in greater detail in your community, NCRC offers the_Fair L ending Tool
as an NCRC member benefit. Find out more about the tool with this sample version, view
this webinar, or contact NCRC if you are already a member and want to learn more about
the tools available in the NCRC member hub. NCRC also manages a public Slack channel
for researchers that use HMDA or other related data to discuss data, ask questions or seek
emotional support. If you would like more information about this resource, please contact
Director of Research Jason Richardson.

2018-2020 General Trends of HMDA Data

The 2020 HMDA dataset includes 25.5 million individual records. The CFPB estimates that
HMDA covers 88% of mortgage applications each year. In 2020, the 25.5 million records
had 14.5 million loan originations plus another 2.9 million records of loan “purchases,” where
loans were originated by a third party and bought by the lender.!

Loan Records by Year and Loan Purpose 2018-2020

Loan records that were submitted under the Home Mortgage Disclosure Act (HMDA) by year and
purpose of the loan.

Click to view
interactive chart

[l No Information [Jll Home Equity & Home Improvement [l Home Purchase Refinance & Cash Out Refi
2018 7,771,303 4,775,808

2019 7,958,604 7,142,863

2020 8,394,517 15,023,447

Chart: NCRC - Source: CFPB - Created with Datawrapper

The number of home purchase loans continued to increase in 2020, continuing a trend
since 2012. However, the real driver of the massive increase in mortgage activity was
refinance lending driven by low interest rates. As the table shows, the average interest rate
for refinance loans in 2020 was just 3.09%, a decline from 4.89% in 2018. Overall, the 2020
mortgage market appears to have been strong, with a steady increase in home purchase
lending and roughly twice the number of refinance loans as in 2019. This was despite the
global COVID-19 pandemic. This seeming disconnect between the economic hardships
caused by the pandemic and the lack of discernible effect on the mortgage market may

be due to the relatively privileged position homeownership offers in terms of tenure. Or,
mortgage forbearance and low interest rates might be masking a timelbomb of foreclosures.
Homeowners in 2020 had available to them broadly effective (so far) forbearance programs
if their loans were among the vast majority of loans securitized by mortgage giants Fannie

1 Inthis report, we will review the trends since the implementation of new HMDA data on disaggregated race, loan costs, and features.
Given the importance of HMDA to documenting and addressing the racial wealth gap, we will look extensively at the race, ethnicity,
and income of borrowers and how lenders treat them in comparison to other applicants. Unless otherwise noted, this report focuses
on forward mortgages made on owner-occupied, 1-4 unit site-built properties. In cases where loans do not identify whether they are
forward loans due to the exemptions afforded to smaller lenders, we have counted them as forward loans. All data is from the CFPB/
FFIEC from 2018 to 2020. We have excluded some outliers from analyses on loan costs. Please see our methods section for more
documentation on this process.
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Mae and Freddie Mac (with separate provisions for HUD/VA owned loans). In addition,
homeowners may be less likely to be impacted by COVID-19 for various environmental,
economic or job market factors. Future research could explore this dichotomy, but if
renters have been economically damaged disproportionately by COVID (as seems
likely), they will also find the barriers to homeownership to be even higher in the
years to come. Careful attention should be paid to the outcome of forbearance
programs, including enforcement of servicing guidelines and consumer outreach
to prevent unnecessary foreclosures.

Overview of HMDA collection on race and ethnicity data

According to the provisions of the Dodd-Frank Act, mortgage lenders are expected to
collect extensive data on the race, ethnicity, age, gender and income of applicants (and
co-applicants) in HMDA. This data allows applicants to identify five different ethnic and racial
identities. NCRC published a methodology that we used in this report to determine the
borrower’s race and ethnicity. The choices offered to borrowers are as follows.

For ethnicity, if the borrower selects Hispanic or Latino, they are offered three other choices.
They can enter a freeform response that is coded as “other Hispanic or Latino” in the public
HMDA data. They can select up to five ethnicities should they choose to. Other choices
include “Not Hispanic or Latino,” and “Information not provided by applicant in mail, internet
or telephone application,” and “Not applicable.”

Hispanic or Latino

e Mexican
e Puerto Rican
e Cuban

e QOther Hispanic or Latino (borrower writes in another answer)

For race, borrowers can select up to five of any of the following options.

American Indian or Alaska Native Black or African American

Asian Native Hawaiian or Other Pacific Islander
e Asian Indian e Native Hawaiian
e Chinese e Guamanian or Chamorro
e Filipino e Samoan
e Japanese e Other Pacific Islander (borrower writes
e Korean in another answetr)

e \ietnamese
e Other Asian (borrower writes in
another answer)

White

WWW.NCIC.Org 12 ENCRC
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Using this methodology, NCRC has identified a growing trend in the HMDA data. More
loan records each year are reported by lenders lacking race or ethnicity data on the loan
applicant. From 2018 to 2020, loans without this data rose from 10.8% to 13.6% of all
loan originations. For applications on forward mortgages on owner-occupied, site-built, 1-4
units loans in 2018, there were 12.1% that did not include race or ethnicity. By 2020 that
figure rose to 14.9%.

Applications that lacked race or ethnicity data

M The percentage of applications that lack demographic data has risen each year since 2018. Mortgage
interactive chart companies have seen the largest increase.

All Lenders Bank or Affiliate Mortgage Company Credit Union

2018 WPAS

2019 kXS

I

2020 WX

The number of loan applications for forward loans on owner occupied, site-built, -4 unit homes with and without
demographic data. Preapprovals and purchased loans excluded.

Chart: NCRC - Source: CFPB - Created with Datawrapper

The reporting of this data is voluntary for the applicant. However, in most cases, the
lender is required to assign a race or ethnicity based on visual observation or surname.
The exception to this is if the loan application was started online. The public data released
under HMDA does not provide detail on whether the application began in person, by
phone or online. However, as mortgage companies, many of which lack a physical
presence and rely heavily on fully online applications, have risen to prominence in the
mortgage market, they have struggled to collect this data. While this suggests that
applicants are choosing not to fill out this data, we also can observe that applicants
have eagerly embraced the opportunity to identify themselves more precisely using the
disaggregated data for Hispanic, Asian and Pacific Islander populations. In 2020, 61%
chose to do so. This suggests that there is not an unwillingness of applicants to provide
this data, but rather a problem in how this data is asked of them.

In addition to originating their mortgages, lenders can buy mortgages from other lenders.
Depending on the business strategy and goals, this might be the primary business model
for some lenders. From 2018 to 2020, these ‘purchased’ loans came to 12% of all records
in HMDA. A small mortgage lender might not meet the requirements in size or volume to
sell their loans directly to Fannie Mae so instead they sell them to a major bank. That bank,
in turn, reports those loans under HMDA as ‘purchased’ loans.

WWW.NCIC.Org 13 ENCRC
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Loan applications and purchased loans that lack demographic data.

The percent of loan applications reported by lenders that lack demographic data has risen from 11% to 14%
since 2018. The percent of loans purchased by lenders that report to HMDA has grown from 66% to 75%.
Overall, 22% of the loan records in HMDA in 2020 lacked data on race and ethnicity.

Year 2018 2019 2020
Loan Applications 11% 12% 14%
Purchased Loans 66% 67% 75%

Loan applications and purchased loans. All records are forward loans on owner-occupied, site-built, 1-4 unit homes. Records that
lack a race and are NOT Hispanic are considered to have "no data".

Table: NCRC - Source: CFPB - Created with Datawrapper

HMDA allows lenders that purchase loans the option of removing demographic data from
those records before submission to HMDA each year. Some of the country’s largest lenders
appeared to exercise this option as they reported such data on none of their purchased
loans, and in 2020 the percentage of purchased loans lacking this data jumped to 75%.

The increasing trend in lenders that do not report race and ethnicity data on loans that they
purchase from other sources is particularly concerning. Among the 20 lenders that reported
the most purchases in 2018 to 2020, 15 reported no data on 100% of those loans. This
suggests they are exercising the option allowing them to strip data from loan records they
purchase before reporting that data to HMDA. In other cases, lenders reported more loans
without race and ethnicity data than they did in 2018. For example, Wells Fargo purchased
227,689 loans in 2020, and 44% of those lacked demographic data. This was a substantial
increase from 2019, where just 24% of the purchases made by Wells Fargo lacked this data.

This increasing gap in HMDA is a threat to its use by both regulators and the public to
monitor the mortgage market for signs of predatory activity, discrimination or unsafe lending.
Two distinct problems need to be addressed. First, the CFPB should close the loophole that
allows lenders to strip demographic data from loans that they purchase. Instead, lenders
should be conscious of the fair lending implication of loans that they buy from other lenders.
Originations that lack demographic data is a more complex issue, since the lender cannot
force applicants to submit this data and if the loan began online the lender is under no
obligation to fill in the information themselves. But the existence of lenders that do very well
at collecting this data and the high degree of eligible borrowers that provide disaggregated
racial data suggests that this may be an issue of how the lender is asking for the information.
A working group of lenders and community-based organizations to share best practices
might have a positive impact on data collection rates.
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Percentage of top 20 loan purchasers’ loans with demographic data,

Click to view by year

interactive chart
This chart shows the number of loans purchased by these lenders from 2018 through 2020 and the percent of

those loans which include race and ethnicity data. Lenders are allowed to remove this data from loans that they
purchase from other lenders. This practice has been increasing, and in 2020 loans lacking demographic data
included 75% of all purchased loans.

Total Purchased

2018 2019 2020 Loans

1 Wells Fargo Bank 79% 76% 56% 1,301,626

2 Pennymac 0% 0% 0% 606,508
Amerihome

3 Mortgage 0% 0% 0% 524,517
Company

4 U.S. Bank 0% 0% 0% 400,813

5 Jpmorgan Chase 72% 84% 79% 384,850

6 Lakeview Loan 89% 85% 89% 266,237
Servicing

7 Nationstar 0% 0% 0% 208,751

8 Freedom 0% 0% 0% 199,420
Mortgage

9 Truist Bank 0% 0% 0% 167,297

10 Newrez 91% 44% 0% 155,172

1 CaliberHome 0% 0% 0% 153,993
Loans

12 Citizens Bank 91% 90% 91% 124,340

13 Midfirst Bank 0% 0% 0% 123,531
Home Point

14 Financial 48% 0% 0% 122,079
Corporation

15 Flagstar Bank 0% 0% 0% 111,990

16 WiRleey 83% 83% 0% 95,153
Source Inc.

17 TexasCapital 93% 91% 89% 92,726
Bank

15 PlanetHome 90% 0% 0% 82,195
Lending

19 Stearns Lending 0% 0% 0% 67,337

20 Suntrust Banks 0% 0% 60,930
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Disaggregated Race and Ethnicity Data

The addition of disaggregated data on Hispanic, Asian, Hawaiian and Pacific Islanders
has opened up new dimensions for understanding discrimination and disparate impact on
communities often overlooked in fair lending analysis.

Reporting Disaggregated Race and Ethnicity is Popular with Borrowers

Asian American, Hawaiian or Pacific Islander, and Hispanic applicants have embraced reporting specific data
about their place of origin.

Hawaiian or Pacific Islander

All Eligible Applicants Asian Hispanic
(HoPI)

Applications for forward loans on owner occupied, site-built, 1-4 unit homes.
Chart: NCRC - Source: CFPB - Created with Datawrapper

What is clear from HMDA data is that applicants are not averse to reporting detailed race and
ethnic data about themselves when they are asked for it in ways that encourage a response.
In 2018, HMDA collected disaggregated data on Asian, Hawaiian and Pacific Islander, and
Hispanic loan applicants for the first time. During the loan process, applicants are offered the
opportunity to identify as one of the main categories or several more precise descriptions.
Each applicant and co-applicant can select five different ethnicities and five races. For eligible
applicants, this has been increasingly popular. In its inaugural year, 51% of applicants that
identified as Asian, Hawaiian or Pacific Islander, or Hispanic also chose a disaggregated
identifier. In 2020 that rose to over 61%.2 Future iterations of HMDA could seek to
disaggregate the other racial groups to allow for more specificity in the data as lenders

seem to have easily accommodated this data collection and borrowers have enthusiastically
embraced it.

2 For more on how NCRC identifies applicant race, see our white paper on the subject. https://ncrc.org/ncrcs-hmda-2018-
methodology-how-to-calculate-race-and-ethnicity/
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Mortgage Applications and Originations
Home Purchase Lending by Race 2007-2020

Due to changes in the reporting requirements for refinance and home improvement loans that
took effect in 2018, it is difficult to accurately compare those loans to “legacy HMDA” data
from 2007 to 2017. However, we can examine home purchase loans from both periods.

Home purchase originations by race of borrower 2007-2020

M While there were 9.5% more home purchases made in 2020 than in 2007 the distribution of those loans across
interactive chart race and ethnicity hasn't changed very much apart from the growth in Hispanic and Asian lending.

Follow the link to the interactive chart for more information.

B white [l No Data Asian Black HoPr+ [ Hispanic B Native

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

*HoPI = Hawaiian or Pacific Islander Home purchase originations on owner occupied single family, 1-4 unit site built homes.
Chart: NCRC « Source: CFPB * Created with Datawrapper
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The most striking trend in home purchase lending between 2007 and 2020 is how little has
changed in the distribution of loans by race and ethnicity.

Since 2007, there has been only slight variation in the share of home purchase loans going to
BIPOC applicants. In 2007, 24.2% of home purchase originations were to BIPOC borrowers,
and in 2020 that figure was just 26.6%, a 2.4% increase in 13 years. This closely mirrors the
growth in BIPOC households, which have grown from_21.8% of all US households in 2010 to
24.2% in 2019. Most of this increase can be attributed to a growing share of loans made to
Asian and Hispanic borrowers. At over $98,000 per vear, the Asian median household income
in 2019 far exceeded that of all other racial and ethnic groups.

Black homeownership rates peaked at 48.2% in 2005, and their home purchase market
share was 7.5% by 2007. Following the housing crash and the start of the Great Recession,
Black homeownership rates declined sharply, and the share of home purchase loans began
to decrease as well. In the Great Recession, the wealth of US families overall was reduced
by 28.5%, but for Black Americans, the decline was 47.6%. This disparate decline in Black
wealth in the wake of the Great Recession was due to several things:

1. Black households have nearly 50% of their assets concentrated in their principal
residence,

2. Higher ratios of debt to net worth among Black households (0.55) compared to Whites
(0.15),

3. A higher ratio of mortgage debt to home value among Black households (0.49) than
White households (0.32).

All these factors, coupled with the overall economic insecurity created during the Great
Recession, led to Black wealth being only 6% of White wealth from 2010 to 2019. Hispanic
households faced similar issues and trends in the wake of the Great Recession. Since 2013,
the share of home purchase loans to Black borrowers has slowly crept upward and, at 7.4%,
is almost back to 2007 levels.

Black homeownership rates, however, have not recovered since the Great Recession, having
experienced the greatest declines in homeownership rates and reaching a point nearly
equivalent to when discrimination was legal. This declining trend requires a concerted effort
and intentional response to build Black homeownership to a historic high, to make gains at
closing the country’s persistent racial wealth divide. Reaching a 60% Black homeownership
rate is a substantive and necessary step to building wealth for the Black population, as would
it be for Latinos and Native Americans. Further research is needed to understand how
many more home loans would be needed to achieve these goals.
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White and Black Homeownership Rate Gap 1900 - 2020
M Blue bars indicate the difference in the White and Black homeownership rates. From 1900 through 2020 the gap
interactive chart. has never varied far from its average of 25.3%. In 1980 the gap was at its lowest point, 23%. In 2015 it peaked at

30%.

Great 1973 and 1981 Great
Depression Recessions Recession
Post World War | the U.S. Post-War period, all
experience rapid racial groups saw
industrialization and increased
economic expansion. homeownership
rates.

Home Mortgage Disclosure

Act of 1975
Civil Rights Act of ‘Community
1968 (and the Fair Reinvestment Act
Housing Act) of 1977

|

1900 1910 1920 1930 1940 1950 1960 1970 1980 1990 2000 2010 2020

Mid-decade figures are interpolated. For more information see the NCRC report "60% Black Homeownership: A Radical Goal For Black
Wealth Development" https://ncrc.org/60-black-homeownership-a-radical-goal-for-black-wealth-development/

Chart: NCRC - Source: Census * Created with Datawrapper

However, as the chart above shows, regardless of prevailing homeownership rates, the

gap between Black and White homeownership has rarely wavered. Wealth is a relative
measurement; one person’s fortune is another’s pocket change. But every month almost
75% of White families build wealth via homeownership while less than half of Black families
do the same. Despite increases in Black homeownership (particularly following World

War Il), Black families have not substantially bridged the homeownership divide with White
Americans. This homeownership disparity drives a massive wealth divide between White
and Black families. Black families have a median net worth of $9,000, just 6% of the median
net worth of White families at $160,000.

Since the inception of the mid-20th century Civil Rights era and the implementation

of racially blind laws such as the Community Reinvestment Act, we can point to little
progress in bridging wealth and homeownership disparities. At best, the work of consumer
advocates, regulators and financial institutions to follow the law has maintained the status
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quo. And now it appears that an implicit goal of those laws, the increase in BIPOC wealth
through homeownership, is further away than it was in 1968. Confronted with this failure, we
should acknowledge that forty years of racially blind policies and regulatory efforts have failed
to produce meaningful progress and as of 2020, the homeownership gap between Black and
White families stands near its highest point in 120 years.

Originations by borrower and neighborhood characteristics
2018-2020

In 2020, just over 13 million originations were reported for forward loans on owner-occupied,
1-4 unit, site built homes.

Originations by race, ethnicity, and neighborhood status 2018-2020

Follow the link to the interactive chart for more information.

Year 2018 2019 2020
Originations 6,721,568 8,250,203 13,157,291
White 67.3% 65.6% 64.9%
No Data 10.8% 12.2% 13.5%
Total 78.1% 77.8% 78.4%
Asian 5.4% 5.6% 6.5%
Black 6.0% 5.9% 5.2%
I(-|I_?(\;\|tja|;ian or Pacific Islander 0.3% 0.9% 0.2%
Hispanic 9.8% 9.9% 9.2%
Native American 0.5% 0.5% 0.4%
All BIPOC 21.9% 22.2% 21.6%
n'“;é%’gg;ﬂgggmy 19.1% 19.3% 18.5%
LMI Borrower 27.0% 25.6% 22.9%
LMI Neighborhood 16.5% 15.7% 13.7%

Originations for forward loans on owner-occupied, site-built, -4 unit homes.
Table: NCRC * Source: CFPB - Created with Datawrapper
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Lending by borrower race and income

Several patterns in the distribution of loans to BIPOC communities are observed in the data.
First, the percentage of all loans going to White non-Hispanic applicants declined steadily
since 2018, falling from 67.3% of the loans originated that year to 64.9% in 2020, though still
higher than their demographic representation of 60%. In 2018, loans lacking demographic
data were 10.8% of the market, and by 2020 had increased by 2.7%. Loans to BIPOC
applicants have not increased as a market share overall, though, actually falling slightly from
21.6% to 21.4%. Further research should determine how many of the loans lacking
demographic data are likely to be BIPOC applicants.

While lending to BIPOC borrowers has remained relatively stable from 2018 to 2020, this
belies a shift in intra-BIPOC lending market share. Asian applicants have increased their
share of overall lending, from 5.4% of loans in 2018 to 6.5% in 2020, getting closer to their
demographic representation of 7.2%. Most of these gains have come from refinance lending.
Asian borrowers were 4% of refinances in 2018 and 7% in 2020, placing them just behind
Hispanics at 7.8% of the market for refinances that year. However, when we look at the entire
lending landscape, including home purchase, refinance and home equity lending, the figures
are troubling. From 2018 through 2020, Black and Hispanic borrowers have seen their overall
market positions erode from 6% to0 5.2% and 9.8% to 9.2% of the market, respectively.

When looking specifically at home purchase loans, Black and Hispanic borrowers did see

a slight increase in their market presence (Black 0.5% increase, Hispanic 1.3% increase),
while Asian and non-Hispanic White homebuyers lost market share from 2018 to 2020. The
Hispanic population in the US is expected to grow from 18.5% of the population to 24.5% by
2040, including a gain of over 20.6 million people over the age of 25,° when we would expect
them to become homeowners. Much has been said about the growing Hispanic homebuying
population, and by 2040, 4.8 million of the 6.9 million new homeowners are projected to

be Hispanic. Critically, we have yet to observe any massive shift in lending to Hispanic
applicants, and Hispanic borrowers continue to see lower origination rates and higher

loan costs than White non-Hispanic applicants. Despite being 16% of the US population
over the age of 25, Hispanics received just 9% of loans in 2018-2020. Continued barriers

to accessing credit and becoming a homeowner mean that despite increasing in number,
Hispanic homeowners have not increased their homeownership rate to that of White families,
and this will continue to drive a substantial wealth gap.

The experience of Asian borrowers has been much different. Overall, Asian borrowers
increased their market share from 5.4% to 6.5% of all loans from 2018 through 2020. In the
refinance space, this was even more pronounced. In 2018, Asians accounted for 21% of all
refinance loans made to a BIPOC applicant. In 2020, that figure grew to 35%.

3 Author’s calculations https://www.census.gov/data/datasets/2017/demo/popproj/2017-popproj.html
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Among the three groups that allow disaggregation, the emergence of Asian Indian borrowers
as a powerful force in the mortgage market is clear. In 2018, 29% of Asian applicants were
Asian Indian, in 2020 that rose to 36% though only about 24% of the Asian American
population. In that time period, almost 654,000 loan applications were recorded with Asian
Indian applicants. Not inconsequentially, Asian Indian households in the US earned a median
income of $119,000, about $20,000 more than the Asian median income for that year.

Asian Applicants by Race

Percent of applications by disaggregated race. Over 60% of Hispanic, Hawaiian and Pacific Islanders and Asian
borrowers selected a more specific identity. This is who they are.

Click to view
interactive chart

Follow the link to the interactive chart for Hispanic and Hawaiian or Pacific Islanders.

Asian Applicants 2018 2019 2020

Asian Indian 29% 32% 36%
Chinese
Filpino
Japanese l4% l4% l4%

Korean

Other Asian

Vietnamese

Applications for forward loans on owner-occupied, site-built, 1-4 unit homes.
Table: NCRC - Source: CFPB - Created with Datawrapper

While the distribution of home purchase loans among Asian subgroups remained the same
from 2018 to 2020, the rise of Asian Indians as a share of Asian applicants was responsible
for Asian gains in refinance lending in 2020. In 2018, just 24% of Asian refinances had

an Asian Indian applicant, second to Filipino applicants at 25%. In 2020, Asian Indian
applicants accounted for 38% of all Asian refinance loans, while Filipinos fell to just 14%.
When removing the Asian Indian and Chinese borrowers from the data, the remaining BIPOC
borrowers, including several Asian groups, barely saw any growth in the home purchase
market share. They lost market share in refinance and home equity lending. This disparity
within the BIPOC communities highlights the need for more disaggregated data in HMDA to
better identify trends and differences in lending to different communities. In future evolutions
of HMDA, the expansion of this data should be considered. For example, among people of
African descent there is evidence of disparate treatment based on place of birth and culture
that is not captured by the “Black or African American” label.
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The share of loans going to LMI borrowers can vary greatly between White and BIPOC
households. Since 2018 as the number of loans has skyrocketed, the share going to LMI
households has declined, mainly from 2019 to 2020. In 2018, 27.5% of refinance loans
went to an LMI homeowner, and in 2020 that figure fell to 19%, a decline of nearly one third.
The overall share of refinance loans going to BIPOC borrowers remained relatively stable
during this period, primarily due to the rise of Asian Indian borrowers. For all other BIPOC
communities, there was a drop in market share over the same period.

What does this mean? As homeowners refinance, they normally accelerate the pace at which
they accrue wealth. Over time, homeowners who entered 2020 in a position to refinance,
with enough equity in the home, sufficient credit, stable income, etc., will build far more
wealth than homeowners who were not in that position. The trends of a stark increase of
Asian Indians refinancing, the highest income earners among Asians, coupled with the
decline of refinance loans going to LMI and BIPOC homeowners, is likely to help maintain the
racial inequality we see in homeownership and wealth. Those who are already high earners,
such as Asian Indians or White borrowers, take up a larger portion of the refinancing market,
allowing them to save more money, or extract equity, while their lower-income counterparts
are stuck with higher costs, thus stratifying the groups further. Further research is required
to better understand if there will be a disproportionate impact on LMI and BIPOC
homeowners over time. We also need to better understand how this decreased
share of BIPOC homeowners getting refinanced might impact the long-term trends
of the racial homeownership and wealth gaps.

Lending in BIPOC and LMI tracts

Lending to borrowers on owner-occupied single-family homes in LMI or majority-minority
census tracts as a share of all lending declined moderately from 2018 through 2020.
Majority-minority census tracts account for 31% of all neighborhoods in the US, and 30%
of Americans live in one.* Despite this, originations to majority-minority neighborhoods

fell from 19.1% of all loans in 2018 to 18.5% in 2020. Home purchase lending during this
period saw little change, though, with most of the losses concentrated in refinance and
home improvement lending. LMI neighborhoods include 30% of all neighborhoods, with
27% of Americans living in one. Yet, loans in LMI neighborhoods declined even more, from
16.5% in 2018 to 13.7% in 2020. This shift is almost entirely due to the rapid decline in the
share of refinance loans going to LMI neighborhoods, dropping from 16% in 2018 to just
12.2% in 2020. While the overall number of loans to LMI neighborhoods increased along
with all lending, the share of those loans made on homes in LMI neighborhoods declined
considerably. Further research into the lending across LMI and majority-minority
neighborhoods is needed to assess how much of this lending can be attributed
to middle- and upper-income or White non-Hispanic borrowers and how those

4 https://www.ffiec.gov/censusapp.htm
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patterns vary across different regions and cities. Gentrification and displacement are
critical threats to LMI and BIPOC communities in some of the largest metros in the country.
In conjunction with other tools, HMDA can be used to measure the influx of upper-income
home buyers in these communities as a sign of possible displacement.

Older adults and mortgage lending

In NCRC'’s 2020 report on “Mortgages And Older Adults After COVID-19,” which analyzed

2018 HMDA data and its implications in a pandemic year, it was found that older adults (55
years or older) see many of the same systemic and structural barriers in the housing market
as younger borrowers, with Black and Hispanic applicants reporting lower origination rates
and higher denial rates than White and Asian borrowers. In addition, older adults are often
the target of predatory lending and were frequently victimized by mortgage lenders during the
2005-2009 home lending frenzy. The report revealed that 30% of all mortgages went to an

older adult and they were overwhelmingly refinance loans.

Home Purchase and Refinance Lending by Age Group
Older Adults (55+) were 45% of refinances in 2018 and fell to 32% in 2020. The main gainers during this period

were homeowners aged 25 to 44 years old.
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Originations for forward loans on owner-occupied, site-built, 1-4 unit homes.
Chart: NCRC - Source: CFPB « Created with Datawrapper
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In 2020, it was clear that the influx of younger refinance borrowers has eroded the
dominance of older adults in this space. In 2018, over 45% of refinance loans were to older
adults, and in 2020, that figure fell to 31.5%. However, as interest rates rebound, it is very
likely that older adults will increase their share of the mortgage market. This hypothesis

is based on the growing number of older adults as well as the lack of low rates pushing
younger homeowners to refinance.

Over the next two decades, the growing population in the oldest

age groups will lift the share of all US households age 65 and over
from 26 percent in 2018 to 34 percent in 2038. The Joint Center for
Housing Studies projects that the number of households aged 75-79
will increase 49 percent in 2018-2028, to 8.9 million, and by another
20 percent in 2028-2038, to 10.7 million.

—Harvard Joint Center for Housing Studies Housing Americas Older Adults 2019

The older adult mortgage market differs in many ways from the rest of HMDA. Older adults
are more likely to have equity from previous homeownership or other investments. Older
adults hold less of their wealth in their homes and they are more likely to have pensions or
other investment accounts. Older adults also need to be able to access the equity in their
home to repair or modify it as they age. In many cases, special accommodations are needed
for older adults to allow them to age in place.

Reverse mortgages

Reverse mortgages are a small but important market within HMDA. Most of these loans are
Home Equity Conversion Mortgage (HECM) loans guaranteed by HUD. In both 2018 and
2019, the first years in which reverse mortgages were added to the dataset, there were just
61,000 applications reported, and in 2020 this number spiked to 70,114. The origination
rate on those applications increased as well, from 54% in 2018 to 61% in 2020. The upward
trend in reverse mortgages mirrored the demographic changes in the number of American
households entering retirement age with mortgages.

Reverse mortgage applications and originations by year

The number of applications and originations for reverse mortgages has sharply increased during the pandemic.

Applications Originations

Ik 61,470 32,948
PNl 61,212 34,821
2020 MAARES 42,958

Reverse loans only.
Chart: NCRC - Source: CFPB -« Created with Datawrapper
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Racially, the reverse mortgage market looked very similar to the forward loan market. In 2018
and 2019, about 17% of reverse mortgages went to BIPOC borrowers. This figure dropped to
15% in 2020, suggesting that the increase in reverse mortgage lending, like refinance lending,
may have been due to White homeowners taking advantage of the low rates and rapid increase
in home values.
Additional research on reverse mortgage lending could focus on this pattern of
pandemic lending. Older adults have faced high levels of economic insecurity during
the pandemic; did this hardship result in more reverse loans? Did rising home values
offer an opportunity for homeowners who did not have enough equity for a reverse
mortgage? How many of these mortgages were driven either directly or indirectly by
COVID-19?
Gender and Same-Sex Status
At this time, HMDA does not allow borrowers to identify themselves by sexual orientation.
However, the co-applicant data can be used to identify loans made to couples of the same
gender.
Originations by Gender and Same-Sex Applicants
Click to view , , . . !
. . Follow the link to the interactive chart for more information.
interactive chart
2018 2019 2020
All Origiantions 6,721,568 8,250,203 13,157,291
Male/Female 41.0% 41.1% 42.0%
Single Male 30.1% 30.5% 30.1%
Single Female 19.8% 19.1% 18.4%
Same-Sex Female 1.1% 1.1% 0.9%
Same-Sex Male 1.2% 1.1% 0.9%
No Data or Not Applicable 6.8% 7.2% 7.6%

Originations for forward loans on owner-occupied, site-built, 1-4 unit homes.
Table: NCRC « Source: CFPB + Created with Datawrapper

In 2020, NCRC released a report on same-sex mortgage lending using 2018 HMDA data. That
report found that same-sex couples were more likely to be BIPOC and have lower incomes than
different-sex couples. They were also more likely to have their loans denied and generally paid
more in closing costs and interest rates when they did get a loan than different-sex couples.
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Very little is understood about the way age, gender, sexual orientation and race intersect

with the mortgage market. Each of these variables, along with the location of the property,
brings a complex history of privilege and exclusion that is deserving of additional research. As
HMDA expands to allow a more precise way to collect data on borrowers, we can begin to
better understand the impact of structural barriers to home lending.

Since 2018, there has been little change in the share of same-sex lending in HMDA across
all loan purposes, and less than 2% of loans in the HMDA dataset in 2020 had a same-sex
pair of borrowers. As of 2017, 4.5% of Americans identified as LGBTQ+. HMDA data should
be improved with the addition of sexual orientation/sexual identity data to allow a more
precise analysis of how LGBTQ+ borrowers encounter the mortgage market. Any future
research would be greatly improved by the inclusion of optional reporting of sexual
orientation as a part of the demographic data collected by the lender. Research
topics could include what the potential for discrimination is for LGBTQ+ loan
applicants? What is the mechanism by which this discrimination plays out? How
can regulators and advocates detect evidence of this kind of discrimination?

Biracial Lending

The Census Bureau has noted that a growing number of Americans identify as multi- or
bi-racial. As this identity becomes more common, it is important to use the additional fields
of demographic data in HMDA to better understand how this population experiences the
mortgage market.

Biracial Lending

Applications and purchased loans where the applicant chose multiple race/ethnicities. For full methods
see appendix.

2018 2019 2020
Records with a biracial 215,128 254,039 379,386
applicant
Biracial applicants as a 2 07% 210% 213%

percent of all records

Applications and purchased forward loans on owner occupied, 1-4 unit, site-built homes. Records without demographic data
excluded.

Table: NCRC « Source: CFPB - Created with Datawrapper

While still a small share of all of the records in HMDA, over 380,000 applicants in 2020
identified as biracial on their loan applications. As NCRC explored in our work with UnidosUS
on Afro Latino lending patterns, these communities are likely to cluster in large, highly diverse
metro areas. However, the percentage of Americans that identify as biracial or as being of
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‘some other race’ has dramatically expanded compared to previous census figures. Future
research could focus on the ways in which biracial and multiracial people encounter
the mortgage market and do they tend to be similar to different races in their
experience?

There were just over 213,000 originations in the 2020 HMDA data on owner-occupied, site-
built, 1-4 units homes where the borrower identified as having either Hispanic and some race
other than White, or any combination of races. When we looked closely at the primary race/
ethnic selection made, we found that 46% of these applicants identified as Hispanic, 28%
Asian, 12% Native American, 8% Black and 4% Hawaiian or Pacific Islander.

Origination rates by race

The most common outcome of a loan application is an ‘origination,” where the loan closes.
Loans can also be denied by the lender, creating a ‘denial.” Several other outcomes are
not lender denials but do not result in an origination; for example, if the borrower chooses
another lender and abandons the application. These other outcomes are known broadly as
‘fallout.” To ascertain whether specific groups are seeing a disparate impact from the loan
process, it is important to understand this distinction and look at the origination and denial
rates for BIPOC or LMI borrowers.

Overall, origination rates in 2020 were higher both for BIPOC and White loan applicants. For
White borrowers, overall origination rates rose from 64.3% in 2018 to 68.9% in 2020, while
BIPOC applicants went from 53.7% to 59.4%.

This increase was almost entirely due to refinance lending, where origination rates increased
sharply from just 51% in 2018 to 64% in 2020. This was enough to offset a small decline

in the home purchase origination rate. Overall, BIPOC refinance origination rates jumped
from 43.1% in 2018 to 57.8% in 2020. As noted above, the increase in BIPOC refinancing
was driven by Asian homeowners. NCRC’s 2020 HMDA Preliminary Analysis explored the
decrease in Black and Hispanic market share in refinance lending between 2018 and 2020.
Further research on how extreme shifts in interest rates impact homeownership
opportunities for BIPOC and LMI families, Black and Hispanic households
particularly, could help us understand how broader fiscal policies can reduce or
enlarge the racial wealth gap.
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Home purchase applications, originations, and origination rates by

e borrower and neighborhood characteristics

interactive chart

Follow the link to the interactive chart for more information.

Year 2018 2019 2020
Applications 5,124,159 5,282,301 5,843,497
Originations 3,727,457 3,881,108 4,243,918
Origination Rate 72.7% 73.5% 72.6%
White 75.8% 76.4% 76.2%
No Data 66.3% 68.0% 67.7%
Total 74.4% 75.1% 74.8%
Asian 70.3% 70.5% 69.2%
Black 64.8% 65.9% 63.4%
I(-IHa;\lf)aI;ian or Pacific Islander 69.8% 70.6% 69 2%
Hispanic 69.3% 70.8% 68.7%
Native American 68.2% 68.3% 68.0%
Total 68.2% 69.3% 67.2%
n“"ﬁ?g;’gg;[\“;gg”ty 68.6% 69.9% 68.7%
LMI Borrower 70.6% 71.6% 71.5%
LMI Neighborhood 66.4% 66.9% 64.4%

Forward loan applications on owner-occupied, site built, 1-4 unit homes. Action Taken 1 = “Origination” and Action Taken 1-5 =
"Application”
Table: NCRC - Source: CFPB - Created with Datawrapper
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S&P/Case-Shiller U.S. National Home Price Index from January 2018
through December 2020 and 30-year fixed-rate mortgage interest rates

FRED .~/ — s&ricaseshiller us. National Home Price Index, Jan 1987=100 (right)
— 30-Year Fixed Rate Mortgage Average in the United States, Apr 1971=100 (left)
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S&P Dow Jones Indices LLC, S&P/Case-Shiller U.S. National Home Price Index [CSUSHPINSA], retrieved from FRED,
Federal Reserve Bank of St. Louis; https://fred.stlouisfed.org/series/CSUSHPINSA, October 24, 2021.

Freddie Mac, 30-Year Fixed Rate Mortgage Average in the United States [MORTGAGE30US], retrieved from FRED,
Federal Reserve Bank of St. Louis; https://fred.stlouisfed.org/series/MORTGAGE30US, October 24, 2021.

These origination rates are just a part of the story. There were clear variations in home
loan closing costs and interest rates between different racial groups. The disaggregated
racial data on Hispanic, Hawaiian and Pacific Islander, and Asian borrowers revealed stark
differences in origination rates, closing costs and interest rates.

While the difference in interest rates requires attention, the overall low rate environment
prevented them from having a substantial negative impact on borrowers. For example, in the
chart above, the lowest interest rate is 2.92% (Asian Indian) and the highest is 3.26% (Black).
On a $100,000 loan over 30 years, the higher interest rate will translate to an additional cost
of $6,600 in interest paid, a difference of just $18 each month for the homeowner. However,
as rates rebound this may change. As rates move further away from zero, there exists more
opportunity for lender arbitrage, where wealthier borrowers with better credit can qualify for
steeply discounted rates that will not be an option for LMI or BIPOC applicants.

Of more immediate concern were the steep differences in closing costs for loans that were,
ostensibly, identical. Closing fees include a number of charges for a variety of different items,
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Closing Costs and Interest Rates by Race and Ethnicity of Borrower

2020 Originations by race and ethnicity. Closing costs include origination fees, lender credits, discount point, and
"other charges', such as mortgage insurance upfront fees.

Hawaiian or Pacific Islander (HoPl) @ Asian @ Black @ Hispanic @ Native American =~ White ) No Data

$7,000 | Total Charges to
Borrower
Native ©
Hawaiian
Samoan
o
6,000 @ Cuban
Filipino @
o o . . Black
HoPI (no [ ) .
Japanese @ sub-group)
5,000
No Data
@ Native
o merican
Other Asian
4,000 Korean @ White
. @ Vietnamese
) @
Asian Chinese
3,000 '”g*"
Interest Rate
3.00 3.13 3.25 3.38%

Originations for forward loans on owner-occupied, site-built, 1-4 unit homes.
Chart: NCRC - Source: CFPB - Created with Datawrapper

but primarily they are an origination fee, mortgage insurance charges, and other services
related to underwriting of the loan. For home purchase loans, there is an enormous difference
in the costs incurred by different applicants. Loan size, credit score, physical location and
borrower experience can all play a role in determining the cost to close on a mortgage. But
the impact was clearly different across different racial groups, with Asian Indian home buyers
having paid $2,896 in closing costs compared with $4,026 paid by non-Hispanic Whites.
However, as the chart above shows, Black, Hispanic, Filipino and Hawaiian or Pacific Islander
buyers often paid far more. CFPB analysis of non-public HMDA data found that the median
credit scores differ greatly between these groups as well, shaping the data in ways that are
more complex than they first appear.

More research would be needed to account for differences in local housing
markets, loan amounts and property values. Regardless of the reason for these
differences, closing fees and down payments remained a major barrier to homeownership
for most borrowers. Assistance for first-generation homebuyers to overcome these barriers
would likely have a substantial positive impact on Black and Hispanic homeownership.
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Click to view Credit Score of Home Purchase Borrowers by Race and Year

Interactive chart The CFPB reports credit score by race using non-public data .

2018 2019 2020

Asian

Black

Hispanic

Non-Hispanic White

748

Closed-end (excluding reverse mortgage) home-purchase first-lien mortgages secured by site-built one-to four-family, principal-
residence properties.

Chart: CFPB - Source: CFPB - Created with Datawrapper

Differences between racial groups raised a number of questions that future
research could explore. Asian Indians emerged as a growing segment of mortgage
consumers, but their origination rate remained low compared with other borrowers.
Was this due to denials, or were Asian Indian borrowers more likely to shop for a
mortgage, starting applications with several lenders before settling on one of them?

In particular, the variations in loan interest rates and closing fees need to be better
understood. For instance, while Filipinos make up the third highest Asian subgroup of
borrowers, they experienced higher average closing costs ($4,655) than Asians overall
($3,899) and Asian Indians ($3,294), as well as higher than the average closing costs of Black
borrowers ($3,818). These closing costs were similar to Hispanic home purchase borrowers’
closing costs ($4,294). Hawaiian or Pacific Islanders experienced the highest average interest
rate at 4.1%; within this group, Native Hawaiians experienced the highest average closing
costs of all demographics at $4,772. These differences could be the result of structural,
regional, political or cultural barriers that need to be better understood so regulators,
advocates and the lending community can address them.
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Credit Scores of Asian American and Pacific Islander Subgroups

Click to view
interactive chart

Using non-public credit score data, the CFPB has broken down the variation in credit scores for each AAPI group.
For more detail see their report on AAPI Lending using the link below.

715 _776
Income Credit Score
Asian Indian
Chinese
Asian (No Subgroup)
Korean
Japanese
Filipino
Vietnamese
Other Asian
Native Hawaiian
HoPI (No Subgroup)
Samoan
Guamanian 729
Other Pacific Islander _

Table: CFPB * Source: CFPB + Created with Datawrapper

In their report on AAPI lending, the CFPB noted substantial differences between AAPI groups,
including income, age and credit score variations that hint at why some AAPI groups appear
to see different outcomes in the mortgage market.

Denial rates and reasons

Income is often the core reason for a mortgage being denied. The lack of money for closing
costs or sufficient income to support the monthly payment accounted for about 41.6% of
denials to LMI borrowers in 2018. In 2020, that figure grew to 45.5%.
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Denial rates by borrower and neighborhood characteristics

Click to view

interactive chart Follow the link to the interactive chart for more information.
All Applications

2018 2019 2020
Applications 11,125,529 13,187,077 20,182,309
Denials 2,138,178 2,125,927 2,381,198
Denial Rate 19.2% 16.1% 11.8%
White 16.8% 14.2% 10.3%
No Data 20.9% 16.9% 12.8%
Total 17.5% 14.7% 10.8%
Asian 20.5% 16.4% 11.3%
Black 27.8% 24.1% 18.7%
::f;"r’]fji":'zﬁggf)‘dﬁc 25.7% 21.7% 14.5%
Hispanic 24.4% 20.5% 15.3%
Native American 26.4% 22.6% 16.7%
Total 24.6% 20.6% 15.1%
Majority Minority Tract 24.3% 20.3% 14.5%
LMI Borrower 26.2% 22.7% 17.3%
LMI Neighborhood 23.8% 20.6% 16.1%

Forward loan applications on owner-occupied, site built, 1-4 unit homes. Action Taken 3 = "Denial” and Action Taken 1-5 = "Application”
Table: NCRC - Source: CFPB - Created with Datawrapper

The rise in origination rates for refinance loans accompanied a commensurate drop in denial
rates for those loans. Denial rates across most BIPOC communities were almost halved
between 2018 and 2020 for refinance and cash-out refinance lending (fallout loan rates
remained essentially the same).
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. . Denial reasons as a share of all denials
Click to view

interactive chart Follow the link to the interactive chart for more information.
All Denials

2018 2019 2020
Debt-to-income ratio 29.4% 29.5% 27.9%
Credit history 29.7% 28.2% 24.8%
Collateral 16.0% 15.5% 12.3%
Other 8.7% 9.2% 10.6%
Credit application incomplete 9.5% 10.6% 16.3%
Employment history 1.1% 1.2% 1.9%
I(Zzl\‘:vfggi:;r;(;ihclosing costs) 1.9% 2.0% 2.0%
Mortgage insurance denied 0.0% 0.0% 0.0%
Unverifiable information 3.6% 3.8% 4.2%

Denials for forward loan applications on owner-occupied, site-built, 1-4 unit homes.
Table: NCRC - Source: CFPB -+ Created with Datawrapper

Part of the reason for the fall-off in denials can be inferred from the changes in the frequency
of denial reason codes reported by lenders. The debt-to-income ratio remained the most
common reason for denial, and this code indicates that the borrower does not earn enough
to afford the loan they are attempting to obtain. The share of applications denied for debt-to-
income declined modestly since 2018, from 29.4% to 27.9%. A much larger decrease was
seen in the percentage of loans denied for poor credit, from 29.7% to 24.8%. One reason
for the decline of those two leading denial reasons was that borrowers that did not finish
their loan application jumped from 9.5% in 2018 to 16.3% of all denials in 2020. Meanwhile,
denials for insufficient collateral dropped from 16% to 12.3%. Taken as a whole, along with
the lower movement in interest rates and rising home prices, the changes to denial rates
suggest several trends that cannot be directly observed in HMDA data.

e |ncome in comparison to housing cost continues to be a major stumbling block for
many borrowers, and though it has declined as a share of all denials, the debt-to-
income ratio remains the most common reason for denial.

e Credit history has declined substantially as a share of all denials. This does not
indicate that credit requirements are easing, though. According to the Urban Institute,
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credit scores reported by the government sponsored enterprises (GSEs) have been at
their highest points since at least 2014, with bank-reported credit scores on mortgage
borrowers peaking at over 770 FICO.

e Case-Shiller reports that home values have risen sharply during the pandemic, reducing
the chance a property will not appraise for the requested amount. This is also likely to
reduce the number of applications declined due to insufficient collateral value.

¢ More hypothetically, the rapid increase of loans denied for incomplete credit
applications, jumping 6.8% from 2018 to 2020, could indicate that borrowers are
more likely to shop around for the best rate as lenders scrambled to process as many
refinance loans as they could while rates remained low.

Loan pricing

Loan interest rates and closing costs

Since 2018, interest rates have fallen broadly across all mortgage lending types. This can best

be seen in a historical context by observing the 30-year fixed rate loan interest rate over time.
Click to view Average Interest rate on a 30-year fixed rate mortgage in the US

interactive chart

FRED_ w = 30-Year Fixed Rate Mortgage Average in the United States (left)
— Market Yield on U.S. Treasury Securities at 10-Year Constant Maturity (right)
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Shaded areas indicate U.S. recessions. Sources: FHLMC; Board of Governors fred.stlouisfed.okg
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Freddie Mac, 30-Year Fixed Rate Mortgage Average in the United States [MORTGAGE30US], retrieved from FRED,
Federal Reserve Bank of St. Louis; https://fred.stlouisfed.org/series/MORTGAGE30US, October 13, 2021.
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This means that lenders have been able to offer historically low interest rates for home mortgage
lending. As discussed elsewhere in this report, low interest rates have driven an explosion in
refinance borrowing in 2020.

Loan Interest Rates and Closing Costs - All Originations

Closing fees are collected under several categories:

- Total loan costs or Total points and fees (this includes the origination fee as well as charges for other services
related to closing)

- Origination charges (this amount is also included in total loan costs)

- Discount points (points paid to lower the interest rate)

- Lender credits (this is a credit to the borrower)

Follow the link to the interactive chart for more information.

2018 2019 2020
Originations 6,634,920 8,137,274 13,080,237
Interest Rate 4.94% 4.45% 3.30%
fotal Loan Gosts or $3,771 $4,040 $4,092
Origination Charges 81,746 $1,838 $1,971
Lender Credits -8965 -$2,892 -$1,331
Discount Points $1,997 $2,119 $2,196

Total Charges to

Borrower $3,708 $4,344

Originations for forward loans on owner-occupied, site-built, 1-4 unit homes. Some outliers have been removed. See methods for more
information.

Table: NCRC - Source: CFPB + Created with Datawrapper

See our white paper for more information on working with loan closing costs and interest rate data in HMDA. Note that
this data has outliers that have been removed for this analysis.

As interest rates declined, the loan amounts increased across all loans, growing from $232,349
in 2018 to $286,888 in 2020. Much of this increase was driven by refinancing lending, where
the 2018 average loan amount was $225,454. In 2020, that increased by almost $68,000 to
$293,428. This was more than twice the increase in home purchase loan amounts.

Loan costs are reported in several ways in HMDA. The origination fee collected by the lender at
closing is included with other fees, including the mortgage insurance upfront premium on FHA
loans, under either “total loan costs” or “total points and fees.” A separate charge is recorded if
the borrower paid any discount points or received a lender credit.
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Banks versus Mortgage Companies

, , Lending by lender type
Click to view
interactive chart Follow the link to the interactive chart for more information.
2018 2019 2020
All Qriginations 6,721,568 8,250,203 13,140,657
Bank or Affiliate 43% 39% 32%
Mortgage Company 44% 49% 58%
Credit Union 13% 12% 10%

Originations for forward loans on owner-occupied, site-built, 7-4 unit homes.
Table: NCRC - Source: CFPB - Created with Datawrapper

In 2020, mortgage company lenders expanded their share of the mortgage market, making
58% of all originations, compared with 44% in 2018. In 2020, mortgage companies made
62% of all home purchase loans and 61% of all refinance loans.

Loan applications by year, lender type and loan purpose

The rapid expansion of refinance lending by mortgage companies in 2020 was responsible for most of the
growth in mortgage lending that year.

Home Purchase
Bank or Affiliate Mortgage Company Credit Union

2018 [ 1872864 2,828,409 P 222886
2019 [ 1828675 3,007,209 P 246,417
2020 [ 1780237 3,584,662 P 459579

Refinance & Cash Out Refi
Bank or Affiliate Mortgage Company Credit Union

2018 [ 1480148 [ RESEL P 233871
2019 [ 2023946 3,197,165 B 617,149
PV 3,714,989 7,803,811 P 186,542

Home Equity & Home Improvement
Bank or Affiliate Mortgage Company Credit Union

2018 [ 1514730 | 96,794 P 523837
2019 [ 1430166 | 04669 P 532681

2020 [ 1.040803 | 108326 B 472323

Applications for forward loans on owner-occupied, site-built, 1-4 unit homes. Loan purpose NA excluded.
Chart: NCRC - Source: CFPB - Created with Datawrapper
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Mortgage companies moved much more aggressively into the refinance market as rates
declined. In 2018, bank lenders reported 1.5 million refinance applications, compared
with almost 2 million reported by mortgage companies. In 2020, banks took 3.7 million
applications for refinances. Mortgage companies greatly surpassed this with just over 7.8
million refinance applications that year.

Lender Type and Borrower Race and Ethnicity
Click to view

interactive chart Follow the link to the interactive chart for more information.
Type No Native
Name Originations White Data Asian Black Hispanic HoPI American
i?f?lli(a?é 4,159,217 0. |e3x% |3.8% |6.:3% 0.2% |0.4%
?;Aé’,ﬁgf;ﬁ; 7,664,722 |s. |6.9% [6.1% fra% 0.3% |0.4%
Credit o o o o
Onion 1,299,640 o  [az | 4.6% f7.7% 0.2% |0.5%

Forward loans on owner-occupied, site-built, 1-4 unit homes. A small number of outliers have been removed.
Table: NCRC - Source: CFPB - Created with Datawrapper

Mortgage companies, banks and credit unions serve different communities and often offer
different products. As mortgage companies assert themselves as the primary source
of loans for many BIPOC and LMI borrowers, future research should focus on the
extent to which this impacts their applicants and what impact, if any, it has on the
racial wealth gap.
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Government Lending
BIPOC use of FHA/VA

Percent of home purchase applications using government insured
Click to view programs FHA, VA, or RHS by race and ethnicity

interactive chart ) ) _ ) ) )
Most BIPOC groups rely more heavily on government insured lending programs than White non-Hispanic

borrowers. Some Asian groups buck this trend, rarely using government loans.

Follow the link to the interactive chart for more information.

[l Asian [l Black [ Hispanic Hawaiian or Pacific Islander (HoPl) [l Native American [/ NoData ~ White

FHA, VA, RHS

Puerto Rican [l

Black BsL:
Samoan 58%
Guamanian  57%

Native American [ZEES

Native Hawaiian 48%
HoPI (no sub-group) 46%
Mexican [

Other Pl 41%

Cuban [t

Other Hispanic [
Filipino g3

No Data | ¢k
White 28%

Japanese QEES

Other Asian KEA

Korean NESA

Vietnamese NPA3
Asian Indian A4

Chinese J¥A

Applications for forward loans on owner-occupied, site-built, 1-4 unit homes. Loan purpose NA excluded.
Chart: NCRC - Source: CFPB - Created with Datawrapper

Government-backed loan programs include the Federal Housing Administration (FHA)
program, which is administered by the Department of Housing and Urban Development
(HUD), the Department of Veterans Affairs (VA) program, and the Rural Housing Service (RHS)
program managed by the Department of Agriculture. These programs do not make loans,
but provide additional insurance to the investor. Ideally, this allows lenders to make mortgage
loans to borrowers that might not otherwise be able to qualify for a loan. Government-backed
loans fluctuate as a percent of all lending. In 2005, FHA lending dipped to just under 2%

of the mortgage market, and by 2009 it expanded to almost 18%, as conventional lending

WWW.NCIC.Org 40 ENCRC



https://www.huduser.gov/portal/ushmc/fi_FHAShareVol.html
https://www.huduser.gov/portal/ushmc/fi_FHAShareVol.html
https://ncrc.org/ncrc-2020-home-mortgage-report-examining-shifts-during-covid/#27
https://ncrc.org/ncrc-2020-home-mortgage-report-examining-shifts-during-covid/#27

NCRC
RESEARCH

Click to view

interactive chart

NCRC 2020 Home Mortgage Report: Examining Shifts During COVID-19

became extremely difficult for borrowers to obtain. In 2020, the FHA share of the market fell
for the fourth consecutive year to 8.8%. What has not fluctuated is that government-backed
lending remains critical for home purchase credit for most BIPOC borrowers. In 2020, 62%

of Black homebuyers and 61% of Black refinance borrowers used FHA. This is another

area where we see substantial variation in the Asian subgroups, with 36% of Filipinos using
government loans to buy a home, compared with just 5% of Asian Indian and Chinese buyers.

Costs of FHA/VA Versus Conventional Lending

Though a critical pillar of support, government-backed lending has a cost borne mainly by the
borrowers themselves. The most noticeable way this occurs is via the mortgage insurance
upfront premium that borrowers pay when they close on their FHA loan. In HMDA, this fee is
not singled out, but is a part of the costs included in the total loan costs or total points and
fees reported by the lender. In the table below, they are included in the “other charges to
borrower” figure.

2020 Home Purchase - Equity and Costs by Loan Type

All figures are averages

-Origination charges are paid to the lender at closing

-Discount points (points paid to lower the interest rate)

-Lender credits (this is a credit to the borrower)

-Other charges to borrower includes any other fees collected at closing, like mortgage insurance or the costs for
credit checks.

-Downpayment is the property value minus the loan amount.

Follow the link to the interactive chart for more information.

Loan Type Conventional FHA RHS VA
Interest Rate 3.23% 3.30% 3.22% 3.06%
Origination

Charges $1,875 $2,189 $1,589 $1,293
Discount Points $1,973 $1,883 $1,273 $2,207
Lender Credits -$1,228 -$1,228 -8739 -81,159
Other Charges to

Borrower $2,496 $6,269 $3,450 $6,275
Total Charges to

Borrower $4,405 $8,655 $5,156 $7,891
Home Equity at

Closing $101,150 $8,830 $3,027 $7,511

Forward loans on owner-occupied, 1-4 unit, site-built homes. A small number of outliers have been removed. See methods for more
info.

Table: NCRC - Source: CFPB + Created with Datawrapper
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Conventional loans averaged $1,705 in other charges, while FHA's average was $5,874.
While HMDA cannot definitively tell us if this is due to the upfront mortgage insurance
premium, it is the most likely answer for why the cost was so much higher for government-
backed loans.

Banks and Mortgage companies in the FHA/VA market

In 2020, banks continued to avoid government-backed loan programs, as they have since
the end of the Great Recession.

Loan applications by year, lender type and loan purpose

The rapid expansion of refinance lending by mortgage companies in 2020 was responsible for most of the
growth in mortgage lending that year.

Home Purchase

Bank or Affiliate Mortgage Company Credit Union
2018 [ 1872864 P 422886
2019 [ 1828675 B 246417
2020 [ 1780237 P 459579
Refinance & Cash Out Refi

Bank or Affiliate Mortgage Company Credit Union
2018 [ 1480148 [ RESKS P 233871
2019 [ 2023946 B 617,149

2020 |FRAPELL 7,803,811 P 186,542

Home Equity & Home Improvement

Bank or Affiliate Mortgage Company Credit Union
2018 [ 1514730 | 96,794 P 5235837
2019 [ 1439166 | 94669 P 532681
2020 [ 1.040.803 | 108:326 B 472323

Applications for forward loans on owner-occupied, site-built, 1-4 unit homes. Loan purpose NA excluded.
Chart: NCRC - Source: CFPB « Created with Datawrapper

Government-backed loans that wind up in default can be problematic for banks. In cases
where there was an error in underwriting, the original lender can be forced to repurchase a
defaulted loan from the investor. This requirement led to large losses by banks following the
Great Recession. As a result, banks rarely make government loans at all.

“The real question for me is should we be in the FHA business at all,”
— Jamie Dimon, CEQO of JPMorgan Chase
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Top 20 Home Purchase Lenders 2020

Click to view full
Total originations by loan and lender type.

interactive chart

Follow the link to the interactive chart for more information.

Respondent Type Home
Name Name Purchases Conventional FHA VA RHS
Fairway
Independent Mortgage
1 Dﬂ .nen . oﬂ B uﬂ
Mortgage Company 125,479 64.4% 22 | 10.0% 3.4%

Corporation

2 Quicken Loans ’ggggzg; 122,095 69.8% I 22.... |6.4% |1.0%
3 United Shore ’gggg:ﬂ; 120,723 76.8% f12z9%  Jeo% |1.4%
4 Wells Fargo Bank or 101,730 loex  [53%  osw
5 Ca"Eg;:';me gg,’;gzg; 91,288 Pos.. oo 26%
6 Loandepot.Com gg,’;gzg; 77,580 60.1% l 28... I 9.9% | 1.9%
7 Ressarch Mortgage 66,275 |1.0% |1.7% l0.2%
Center Company J
8 G”arzant%d Mortgage 64,405 71.1% | Kk |10.1% 1.5%
ate Company

9 Mortgagn tortgage 59,285 Boe.  |r2sn 49w
10 G“‘(':domg:r?;ge bongage 57,387 Br..  Jesx a0
1 Cr&zs;tc;:;;ry Agggg:g; 57,297 Paa. o2 [23%
12 JPCI\ﬂgrS%an i%’,ﬁfg 49,424 |0.6% |0.8% 0.0%
13 DHC!ONr:?pr;?Sge ’g:gﬁ:g; 48,588 B 2% Bss. Js.. |3.6%
14 Primelending Bank or 44,922 63.7% B2 |ro9%  |aa%
15 E;"ekrigg ﬁ?ﬂ.‘afg 43,264 94.0% | 5.4% |0.5%

16 U.S. Bank i?ﬂ.‘afg 41,875 89.7% | 5.5% |3.5% 1.3%
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Continued from previous page

Bank or

17 Flagstar Bank Aftiliae 37,618 Ji20% |42 |2.0%
18 Navy FCU Credit 36,251 02% e
19 E:Agolft:;;;e Ac"ggf‘g:g; 35,524 | 2 Ji28%  |o7%
o U g e e

2020 Originations on forward loans for owner-occupied, site-built, 1-4 unit homes.
Table: NCRC + Source: CFPB - Created with Datawrapper

In 2020, home purchase loans made by banks were conventional 81.3% of the time,
compared to just 59.3% of loans made by mortgage companies.

Among the top 20 lenders, this disparity in the use of FHA and VA lending was apparent.
None of the nine banks in the top twenty loan originators used government lending for more
than 20% of their lending. The FHA program is intended as a countercyclical insurance policy
to ensure the flow of mortgage loans does not freeze in a market downturn. In the years prior
to the Great Recession, the market share of FHA lending fell to 1.9% of all loans. Following
the housing crash that expanded to 17.9%. As of July 2021, it had fallen back to 7.99%.
Except that in 2020, it remains the primary source of home purchase lending for Black (58%),
Hawaiian or Pacific Islander (47%), Native American (49%) and Hispanic (46%) borrowers.
This leads to a permanent disparity in the cost burden for the FHA program, shouldering
those borrowers least able to pay with the majority of the cost. Future research should
address the exit of banks from the FHA/VA market and whether this has a disparate
impact on the ability of BIPOC borrowers to access the market.

The VA market also showed troubling signs of disparate impact. VA lending was
concentrated among a small subset of HMDA reporters, meaning that these lenders have
an outsized impact on the entire VA market. Closing costs for VA loans closely mimicked
FHA lending, yet VA loans require no Mortgage Insurance Premium, so the source of those
additional fees was unclear from HMDA. In a report issued by Representative Katie Porter’s
office, researchers raised possible issues with excessive loan ‘churning’ in the VA market.
This is a process where a lender originates a loan at an artificially high interest rate to an
unsuspecting borrower. Then, a short time later they offer to refinance the loan for that
borrower to a lower rate, collecting fees at both closings at a cost to the borrower. Lacking a
universal loan identifier, public HMDA data offer no way for advocates or the public to detect
this kind of predatory behavior.

Loan Details by Individual Race

Looking at key statistics about how each racial and ethnic group fares in the mortgage
market reveals key differences in the cost and wealth being built by individual communities.
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2020 Originations by Race and Loan Details - All Loans

There are wide disparities in the location, cost and home equity across different races and ethnicities.

Follow the link to the interactive chart for more information.

Majority
LMI Minority LMI
Originations Neighborhood Neighborhood Borrower
Grand Total 13,080,336 B s
White 8,488,948 | |22
No Data 1,773,695
Back 661915
Hispanic
(osub 538109
group)
Mexican 330,874
el a7
Biracial 213,716 25%
peian 206,471 | [ B3
other 121,062 21%
panic
Chinese 117,147 B s
et 77073
Filipino 68,376
Other Asian 51,492
Vietnamese 47,455
Korean 42,461
Cuban 36 565
e o I
Japanese 17,789
[P as
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Hispanic borrowers (Mexican in particular) and Black borrowers were the most likely to buy

a home in an LMI neighborhood. In 2020, of the 142,810 Mexican homebuyers, 29% were
buying in an LMI neighborhood, just slightly higher than Black (28%) and Hispanics that
didn’t choose a subgroup (28%). Disparities of LMI neighborhood concentration can also be
seen within Asian and Hawaiian or Pacific Islander groups. Only 8% of Asian Indian home
purchases were in LMI neighborhoods, whereas 23% of Vietnamese were. Biracial borrowers
bought homes in LMI neighborhoods 21% of the time.

Twenty-three percent of total borrowers were LMI themselves. Trends mirrored the LMI
neighborhood rates, as 31% of Black and Hispanic borrowers were LMI, whereas 22% of
White and 19% of the total Asian demographic were LMI. Vietnamese borrowers specifically
had higher rates of being LMI (31%), as did those identifying as “other Asian” (29%).

Home equity, calculated by subtracting the property value from the loan amount, gives us a
snapshot of the wealth a homeowner has in the home at the time of closing. This equity has
implications on wealth accumulation and perpetuating the racial wealth divide.

Looking at some of the detailed lending data from HMDA offered a glimpse of how race
relates to the ability to build wealth via homeownership. Black homebuyers had the least
equity in their home at purchase. The 2020 average loan amount to a Black home purchase
borrower was $259,220 and the average property value $285,118. This resulted in just
$25,546 in equity at closing. Puerto Rican borrowers reported the lowest loan amount,
borrowing an average amount of $235,926 to finance their home purchase. The property they
bought was worth an average of $262,683, giving them $26,708 in equity at closing.

At the other end of the spectrum, Chinese home buyers in 2020 borrowed $517,494 on
average on homes worth $761,631, giving them $232,525 in equity. Asian Indians weren’t
far behind, borrowing $497,313 to buy homes worth $640,323, a $141,781 difference.
White homebuyers fall between these extremes, averaging $72,655 at closing, almost
three times the equity held by Black homeowners. The long term impact not only of the
homeownership gap but also this equity gap would be a topic for future research.

Breaking down the equity owned by borrowers at closing by race and age revealed complex
patterns that offer compelling evidence that higher income and higher wealth households

of color build more wealth at a quicker rate than lower income BIPOC communities. In

some cases, as with Chinese homebuyers, this may reflect international investment or the
presence of banks dedicated to servicing the Chinese American community. However, the
impact of regional economies and clusters of specific groups should be considered when
assessing disparate impact. When a specific racial or ethnic group is concentrated in
a high cost market (e.g., Hawaiians and Hawaii) we can expect them to report larger
loan and property values. Meanwhile, African Americans in the US are bifurcated
between urban markets with high home costs and rural southern states where home
values are much lower. How this imparts wealth or creates additional barriers to
homeownership for those groups should be better understood.
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Equity at Time of Closing by Age and Race - Home Purchases

Equity at time of closing is one of the few ways of measuring a key component of the racial wealth gap. This
heatmap shows the property value - loans amount for originations from 2018-2020. Some age/race
combinations have relatively few originations.

Follow the link to the interactive chart for more information.

B
low high
Borrower Age
<25 25-34 35-44 45-54 55-64 65-74 >74

Average $27,820 $50,786 $82,414 $99,093 $106,539 $112,410 $107,45¢

Chinese $157,988 $195,733 $234,662 $263,023 $259,246 $275,868
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It is very difficult to accurately estimate the wealth of individual groups due to the various
ways in which families store wealth; property, cash, retirement, investment or tangible
goods are just some of the ways in which families attempt to store and build wealth. Much
of the data on these strategies lacks demographic data, making it difficult to estimate the
racial wealth gap at the level of detail offered by HMDA. Other products such as the Survey
of Consumer Finances (SCF) and the Survey of Income and Program Participation (SIPP)
are too small or infrequent to offer the detail that HMDA provides. Homeownership is the
primary way in which most families start to build wealth, and_27% of the racial wealth gap is
explained by the humber of years of homeownership that a family has. HMDA offers one of
the best ways to view the exact amount of home equity borrowers “owned” at the time they
closed on their mortgage.

However, the home equity figures likely mask a greater division due to what we do know
about how families build assets over time. For older adults aged 55 and up, only about 23%_
of their wealth is stored in their principal residence. For homeowners under 35, their home
equity is 57% of the wealth they have. So, using the chart above as a guide, 25-34 year olds
had an average of $50,786 in equity at closing on their home purchase. If this is 57% of their
total wealth, their total wealth would be $89,098. For 65-74 year olds that reported $112,410
in equity, we would estimate their total wealth to be $488,739.

These trends reiterate previous research findings that Black and Hispanic home purchasers
have higher rates of mortgage debt relative to their property value. As the saying goes, it’s
expensive to be poor. Black and Hispanic borrowers are not just buying less valuable homes
than White (and some Asian) borrowers, they are paying more to do so. That excess wealth
can be reinvested over time in other ways to diversify the equity a family has at its disposal,
an option that is not possible for communities at the lower end of the equity ladder.

Detailed Data on Trends of Chinese Borrowers

Making use of the disaggregated racial and ethnic data, there appears to be a very different
pattern to loans with a Chinese applicant in comparison to all other races and ethnic groups.
During the 2018 to 2020 time period, there were just over 104,000 originations of home
purchase loans to borrowers that identified as Chinese. The vast majority of these were
conventional loans, 75% of which were located in 19 metros, and 50% of which were made
by just 18 different lenders. A substantial difference in the amount of equity at closing, or
down payment, for Chinese borrowers was clear. This was true especially at the younger
end of the age range. Borrowers under the age of 25 that were not Chinese had an average
amount of equity at closing of $26,519 from 2018 to 2020. Chinese borrowers in this age
group averaged $157,988.

Borrower income does not appear to explain this gap. Nationwide, the average non-
Chinese home purchase conventional loan borrower had an income just 24% lower than the
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average Chinese borrower. Yet, they reported 67% less equity at closing. This indicates

that Chinese borrowers, at every age level but especially among younger borrowers, are
coming to the closing table with down payments that appear to be far in excess of what
their income would suggest when compared with every other racial and ethnic category.

There is a thriving industry facilitating the investment in US housing markets by Chinese
citizens. They are the largest group of foreign investors in US real estate. Many of these
loans are also in communities with vibrant Chinese-American communities, making it
difficult to determine if this is investor activity at all. However, the wealth gap that this data
suggests may result in localized disinvestment in other BIPOC communities.

Future research could look at several aspects of this trend. Is there evidence

of investor activity in HMDA that distorts the data or harms LMI or BIPOC
households in the communities where they cluster? Is there a relationship
between this relatively small share of all mortgages and gentrification activity that
is clustered in many of the same cities?

Top 50 Lenders

Banks, mortgage companies and credit unions are very different institutions, with different
consumers and goals based on their role in the market. Little is known at this point about
how changes to the market, including recessions, interest rate changes and other activity
impact how lenders service their consumers. One way of thinking about this is to look

at how much of the lending by each type of lender is going to people of color or LMI
borrowers, or in LMI or majority-minority neighborhoods.

Home purchase lending from 2018 through 2020 didn’t show much of a change. Banks,
mortgage companies and credit unions all made minor reductions in lending to LMI and
majority-minority neighborhoods as a share of all of the loans they made. But there were
offsetting increases in the share of loans going to LMI and BIPOC applicants. However,
as noted elsewhere in this report, when Asian Indian and Chinese borrowers are removed
from the data, BIPOC borrowers saw no change in their share of the market from 2018 to
2020.

A review of the top lenders by number of originations shows stark disparities in how
different lenders and different kinds of lenders lend to LMI borrowers.
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, , Refinance and Cash-Out Refi Lending by Lender Type and Loan Details
Click to view

interactive chart Loans to LMI and BIPOC borrowers or in LMI or majority minority neighborhoods from 2018-2020 by lender type
as a share of all of their lending.

Follow the link to the interactive chart for more information.

2018 — 2020 Gain/Loss
Bank or Affiliate 13%‘\, 10% '-3%
LMI Neighborhood Mortgage Company o \ 13% ‘ -5%
I 17%
Credit Union T ‘_4%
. 15% -
Bank or Affiliate T~ 13% -2%
Maijority Minority 26% \ _
Neighborhood Mortgage Company 22% 3%
I 16%
Credit Union \ 14% '-2%
Bank or Affiliate o ‘\.. 18% m
LMI Borrower Mortgage Company o \ 19% m
I 25%
Credit Union TT— ‘_4%
Bank or Affiliate e~ 6% 0%
BIPOC Borrower Mortgage Company 22% @———e22% 0%
Credit Union e~ '-1%

Originations for forward loans on owner-occupied, site-built, 1-4 unit homes.
Table: NCRC - Source: CFPB - Created with Datawrapper

In 2020, LMI borrowers accounted for 23% of all loans on owner-occupied homes, a
decrease from 27% in 2018. This decline varies greatly between different loan purposes

and lender types. Lending to LMI borrowers declined for all lenders from 2018 to 2020, but
mortgage companies in particular saw their lending to this segment fail to keep pace. Similar
but less severe declines are seen in lending in LMI and majority-minority census tracts. More
research is needed to understand better how low interest rates drive this shift in
lender behavior and whether expanding CRA to cover these institutions, as has
happened in Massachusetts, lllinois and most recently in New York, would have
mitigated this loss.
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Top 50 Lenders and Lending by Race 2020

.C”me The top 50 loan originators in 2020 and the share of their lending to LMI people and communities and BIPOC people and majority
interactive chart minority communities. Click on the column header to sort.

Follow the link to the interactive chart for more information.
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Click to view full
interactive chart

Top 50 Metros

As with race and ethnicity, where a home loan is made has enormous implications on the

home equity and wealth that the family owning the home will have.

Top 50 Lenders and Lending by Loan Details

NCRC 2020 Home Mortgage Report: Examining Shifts During COVID-19

The top 50 loan originators in 2020 and the share of their lending to LMI people and communities and BIPOC people and majority minority communities.

Follow the link to the interactive chart for more information.
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The dominance of the Bay Area was clear, with San Jose reporting the largest average loan
amounts ($948,436) and home values ($1,358,368). This means that at closing the average
owner-occupant homebuyer has $408,739 in equity on their home. By contrast, 15 of the
top 50 metros offered home buyers less than $50,000 in equity at closing. Future research
might examine the role of location and how it intersects with race to create wealth
via processes like buying a home.

Methods

Working with HMDA data

In order to better understand lending patterns, the 2018-2020 HMDA data was used to
conduct a descriptive analysis. Working with HMDA data presents several challenges for
researchers. The current iteration of HMDA debuted in 2018 after the CFPB took over data
collection. The CFPB added several additional data points related to borrower demographics,
loan prices and features, down payment, property value and income. Changes were also
made in the collection and reporting requirements. All of this makes it difficult to directly
compare legacy HMDA (pre-2018) with new HMDA data. For that reason, this report limits
most of its analysis to 2018-2020.

In order to complete our analysis of the 2018-2020 HMDA data, NCRC downloaded the
national snapshot from the CEPB website when it was released. We combined this data with
data taken from the reporter panel and transmittal sheet to build a table of lender information.
We then combined this with data from the FHFA lender file for each year. This allowed us to
verify the lender type variable as a bank/affiliate, mortgage company, or credit union.

HMDA data can be filtered in many ways. In most cases, unless otherwise stated, we have
confined this analysis to forward loans on owner-occupied, site-built, 1-4 unit properties. For
more detailed methods, please contact Jason Richardson.

For the section on biracial lending, we have compared data across all five fields relating to

ethnicity and also the five fields relating to race in HMDA. Applicants that identified as any of

the following combinations were considered to be biracial. Co-applicants were not included.
e Hispanic and either non-Hispanic, or any race other than White.

e Any combination of two races.
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Standard definitions used in this report

Definitions used to define loan outcomes for this report

Term Definition or variable code

Application Action Taken 1-5 in HMDA

Origination Action Taken 1

Denial Action Taken 3

Fallout Action taken 2,4,5

Purchased loan Action Taken 6

Preapproval Action Taken 7,8
This refers to borrower income or neighborhoods where the family

Low to moderate income median income is less than 80% of the metro area median family
income.

BIPOC Biracial, Indiginous, or People of Color

Home Purchase Loan used to purchase a home

An originated loan that is bought by a HMDA reporting entity from

Purchased Loan another lender.

Table: NCRC - Created with Datawrapper

How to determine borrower race, ethnicity, gender, same-sex
status and age in HMDA.

This report follows standard NCRC methods of determining race and ethnicity as well as loan
pricing. These definitions are highly subjective, however. The race and ethnicity data in HMDA
is rich and many respondents choose several different combinations. Our methodology
favors identifying those applicants that choose disaggregated race data if they are Hispanic,
Asian, or Hawaiian or Pacific Islander. Depending on your research focus, this might not

be an appropriate method for your analysis. Please contact NCRC research for help with
determining how to calculate race and ethnicity.

Outliers

In this report, we have at times removed records that had data on interest rates or rate
spreads that were over twice the standard deviation from the mean in 2019. The number of
records impacted by this was extremely small as a percent of all records.
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Definitions used to define loan outcomes for this report

Term Definition or variable code
Application Action Taken 1-5 in HMDA
Origination Action Taken 1

Denial Action Taken 3

Fallout Action taken 2,4,5

Purchased loan

Preapproval

Low to moderate income

BIPOC

Home Purchase

Purchased Loan

Table: NCRC - Created with Datawrapper

Action Taken 6
Action Taken 7,8

This refers to borrower income or neighborhoods where the family
median income is less than 80% of the metro area median family
income.

Biracial, Indiginous, or People of Color
Loan used to purchase a home

An originated loan that is bought by a HMDA reporting entity from
another lender.
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