Name: Mortgage Lending Difference

Short Description: Difference in percentage of mortgage applications accepted between all
applicants and racial and ethnic minority applicants.

Data Source:
e Name: Home Mortgage Disclosure Act (HMDA) Dataset, Consumer Financial Protection
Bureau
e Link to Source: https://ffiec.cfpb.gov/data-browser/data/2020?category=states

Year: 2021
Source Geographic Level: Zip Code Tabulation Area (ZTCA)
Stratification: Black populations

Selection Rationale: The difference between the percentage of mortgage applications accepted
between all applicants and racial and ethnic minority applicants provides information about
inequities in access to mortgage loans. Inequities in acceptances of mortgage loan applications
are one of the ways that structural racism impacts the ability to achieve financial security, as
purchasing a home can be an important way to generate wealth. Because financial security
through homeownership can be a protective factor for mental health, differences in mortgage
application acceptances can impact the mental wellness of a community.

Strengths and Limitations
e Strengths:

o [Importance] & [Equity] This measure captures disparities experienced between
population groups. Differences in mortgage application acceptance rates
between racial and ethnic groups contribute to historical and contemporary
inequities. Disparate rates between White and Black populations have
contributed to perpetuated racial segregation, racial wealth gaps, and sustained
disinvestment in communities, which has been correlated with worse physical
and mental health, as well as present-day discrimination.'? Black populations are
denied loans at about twice the rate of White populations. Hispanic and Asian
populations also experience higher mortgage application rejection rates, making
it more difficult to create wealth through homeownership and home value
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appreciation.® Poor financial security (such as from a rejected mortgage
application) can have intergenerational consequences, especially for
communities of color that face other structural and social barriers to wealth-
building.*

o [Relevance and Usability] Differences in mortgage application acceptance rates
are displayed as a simple difference in observed rates that is easily
understandable and usable. This information may be used to identify areas
where mortgage discrimination may be taking place, and where efforts are
needed to improve mortgage accessibility for racial and ethnic minority groups.

o [Feasibility] The HMDA dataset is the most comprehensive source of information
on the US mortgage market. Financial institutions that are required to track and
publicly report mortgage application acceptance rates (stratified by race) report
their results to HMDA.> HMDA data are released every year and are publicly
available.

e Limitations:

o [Scientific Soundness] There has been some debate over how mortgage
application acceptance rates should be compared among different racial and
ethnic groups. The “observed rates” used in these data are a simple comparison
of rates by race and ethnicity and do not account for the “creditworthiness” of
applicants. When credit is considered, the disparity between mortgage rates for
White and Black populations decreases in magnitude.® Because the ability to
build credit is directly related to historic discrimination of people of color,
however, we have chosen to use the observed rate of mortgage acceptances to
account for present-day discrimination as well as historic disenfranchisement.

Calculation:
Note — calculations are based on the race of the primary applicant for the mortgage application.

Overall Population:
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