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NEW REPORTS DOCUMENT DISCRIMINATION AGAINST MI-
NORITIES BY MORTGAGE LENDING INSTITUTIONS

WASHINGTON -
inorities trying to buy
homes continue to face
discrimination from
mortgage lending insti
tutions, accordingto a
new report prepared by the Urban Institute
for the U.S. Department of Housing and Ur-
ban Development.

The Urban Institute report issued
today says that "not all Americans enjoy
equal access to the benefits of
homeownership, in part because of unequal
access to capital." It also says that "minori-
ties are less likely than whites to obtain mort-
gage financing and, if successful in obtain-
ing a mortgage, tend to receive less gener-
ous loan amounts and terms."

HUD Secretary Andrew Cuomo re-
leased the Urban Institute report at a news
conference with members of Congress and
leaders of the Association of Community Or-
ganizations for Reform Now (ACORN).
ACORN released its own study at the same
time demonstrating continuing racial dispari-
ties in the national home purchase, mortgage
and refinancing markets. Congress Mem-
bers James Clyburn of South Carolina,
Eleanor Holmes Norton of the District of Co-
lumbia, and Loretta Sanchez and Xavier
Becerra of California also attended.

"These reports confirm the sad
truth that discrimination remains a scar on
the nation's soul that has vet to heal," Cuomo
said.

"The reports also show that HUD
needs added funds that President Clinton has
requested to intensify our fight against all
forms of housing discrimination so we can
make the American Dream of
homeownership a reality for more families."

The Urban Institute study - titled
What We Know About Mortgage Lending
Discrimination in America - has three major
findings:

1) Discrimination can begin at the early
stages of the mortgage lending process, in-
cluding pre-application inquiries by would-
be borrowers. The Urban Institute findings
were based in part on "paired testing" that
was carried out by people of different racial
and ethnic backgrounds in a sample of cit-
ies. Each group of testers - including one
white and one or more minorities - told lend-
ers they had similar credit histories, incomes
and financial histories, and had the same type
of mortgage needs. The testing found that
overall, minorities were less likely to receive
information about loan products, received
less time and information from loan offic-
ers, and were quoted higher interest rates in
most of the cities where tests were con-
ducted.

2) At later stages of the process, racial
disparities in loan denial rates cannot be "ex-

plained away" by differences in creditworthiness
or by technical factors affecting the analyses of
denial rates.

3) Good intentions on the part of lenders are not
enough. Action must be taken to ensure minorities
do not face lending discrimination.

The ACORN report found that black and
Latino applicants for conventional home mortgages
are rejected much more frequently than white ap-
plicants, and that those ratios have steadily been
increasing. The ACORN report said that in 1998
African Americans were denied mortgages 217%
as often as whites, up from 206% in 1995 and 209%
in 1997. Latino applicants were rejected 183% as
often as whites for conventional mortgages in 1998,
up from 169% in 1995 and 181% in
1997.

HUD's work to combat lending discrimi-
nation is led by the Department's Office of Fair
Housing and Equal Opportunity. The Office en-
forces the Fair Housing Act, which bars housing
discrimination on account of race, color, religion,
sex, disability, family status and national origin.
The Act covers the sale, rental, financing and ad-
vertising of almost all housing.

The federal budget President Clinton sub-
mitted to Congress sought an increase in funding
for the Office of Fair Housing and Equal Opportu-
nity to $47 million in Fiscal Year 2000 - up from
$40 million this year, However, the House has
voted to cut funding for the office to $37 million
in 2000 -- $10 million less than President Clinton
requested. The HUD budget is now before the Sen-
ate.

"Now is the time for this country to do
more - not less - to end all forms of housing dis-
crimination,” Cuomo said. "Mortgage lending dis-
crimination is intolerable because it contributes to
the vast homeownership gap that divides whites
from minorities in America today."

The term homeownership gap is used to
describe the large disparity in homeownership be-
tween whites and minorities. In the second quarter
of this year 73.2 percent of white families owned
their own homes, while only 45.8 percent of Afri-
can American families and just 44.9 percent of His-
panic families were homeowners.

The independent Urban Institute report,
commissioned by HUD, re-analyzed data as-
sembled by the Federal Reserve Bank of Boston
and found large differences in loan denial rates
between minority and white applicants. It said the
differences can't be explained by data or statistical
problems asserted by prior critics of the Boston
study. The analysis presents substantial evidence
that discrimination exists, shifting the burden of
proof to those who would argue that these differ-
ences are entirely due to racially neutral under-
writing criteria. The Federal Reserve study found
that the probability of loan denial in the Boston
area was about 80 percent higher for a black or
Hispanic applicant than for a white applicant, even
after loan, property and credit and other traits were
accounted for. The report found that even among
institutions with good intentions, and where loan
officers take pride in working with borrowers who
need more help on loan applications, minority cus-

tomers may not be receiving equal treatment.
The study says that achieving significant re-
ductions in lending discrimination may require
changes in business practices.

The Urban Institute report concludes
by recommending priority next steps in mea-
suring mortgage discrimination and develop-
ing policies and practices to better combat it.
These recommendations include:

Expanded research on lender deci-
sions about office locations, advertising and
outreach, as well as referrals that may discour-
age minorities from ever applying for loans
with some institutions.

Stepped-up testing at the pre-appli-
cation stage and possibly the loan approval
stage as well, for research, enforcement, and
self-assessment by lenders themselves.

New nationwide studies of mortgage
lending, including analysis of mortgage loan
performance to determine the "business neces-
sity" of lending criteria and procedures that
disproportionately disadvantage minorities.

Expanded research on loan terms and
conditions, including examination of relatively
recent market trends such as risk-based pric-
ing and credit-scoring formulas, as well as
analysis of overages and fees.

Rigorous evaluation of successful
fair lending to find out what really works to

LT LU no o Ll 005 Tels Brver

WE STAND BY GOOD DRIVERS,
NO MATTER HOW MANY MILES
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groups.

The study also says lending institutions
need tools that they can use to monitor and assess
their own anti-discrimination efforts.

HUD commissioned the Urban Institute
report on lending discrimination in response to
calls by the U.S. Conference of Mayors, The Na-
tional Conference of Black Mayors, the National
Association of Real Estate Brokers, the Congress
of National Black Churches, and 100 Black Men
of America, Inc. for such a study, as part of an
effort to close the homeownership gap.

COMMENTS ON LENDING
DISCRIMINATION STUDIES

Maude Hurd, President of ACORN: "With low
unemployment and low interest rates, the dream
of homeownership should become a reality for
more people in our communities. But we are still
shut out by too many lenders. Despite the con-
tinuing growth in our economy, African Ameri-
cans and Latinos are being denied a chance at the
American Dream."”

Congresswoman Loretta Sanchez of California:
"These studies show that minorities have a justi-
fied grievance when they complain of lending dis-
crimination. HUD has taken an important step that
we all hope will reduce this type of discrimina-
tion in the future."

It you're a good driver over the age
of 50 and vou've beon insured by
SAFECO for al least three vears or il
you have eamed SAFECO's nine-year
accident-free credit, we can guarantee
vou lifetime insurability, For the
samits great coverage at lower rales,
see your independent SAFECO agent.
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Contact Your Local Independent SAFECO Agent

Charles R. Horn Insurance LLC
Mercer Island » 206-232-8832

The Robinson Group, Inc.
Seallle ¢ 206-723-1276

Robert E. Vann Insurance
Seatlle » 206-772-8448
Or Visit
SAFECQ’s Jackson Street Center
Seattle » 206-545-6111





