
Chapter 6 

DECISION TO LEND IN NEW YORK 

The evaluation of applications for loans on specific properties to distin-

guish the different risks of loss among them represents a major part of the 

residential lending process. In general, lenders approve those applications 

having the lower risks of loss provided there are enough funds in the portfo-

lio for this type of investment; the other applications are rejected. 

(Although this description of the lending process indicates sequential 

steps, the actual process is interactive. For example, if most of its residen-

tial mortgage applications have high risks of loss, a bank may decide to reduce 

that portion of its portfolio available for residential mortgages). When 

receiving an application for a mortgage, a lender must decide whether to 

approve the application as received, approve it with sane modification in 

terms, or turn it down. Lenders may discourage the submission of formal 

applications from applicants who, they believe, will likely be denied. Apnlioants 

may also withdraw their applications prior or subsequent to a lender's decision. 

In Chapter 2, a lender's decision on a mortgage application was viewed as a 

function of the creditworthiness of the borrower, the quality of the collateral, 

and the requested terms of the mortgage. In this chapter, we report estimates 

of this decision to lend model. 

DATA BASE AND MODEL DESCRIPTION 

All state-regulated lenders in New York State are required to maintain 

detailed data on applicants for mortgages on one-to-four family houses. 
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The state's banking department prescribes the form of the information 

through its Equal Housing Opportunity Lender (EHOL) form. The 

form contains the following information: gross annual income of 

the applicant, years at present occupation (separate answers for 

applicant and joint applicant), amount of outstanding debts, monthly 

debt payments, purchase price of subject property, whether or not 

the subject property will be owner occupied, race or national origin 

of applicant and joint applicant, age of the applicant and joint 

applicant, type of loan, exact dollar amount of the requested loan, 

requested loan-to-appraised value ratio, action taken by lender, 

modified loan amount and modified loan-to-value ratio in case of 

approval with modified terms, reasons for the decision, and the 

census tract in which property is located. Since April 1977, the 

EHOL form has also recorded the sex and marital status of the appli-

cant and joint applicant. Many of these items have categorical 

responses; for example, income is reported as being within one of 

five possible ranges. 

Four types of lender action on mortgage applications are iden-

tified on the EHOL forms: approved as applied for, approved after 

modifications, denied, and withdrawn by the applicant. In many 

cases, lenders indicated that a modified approval was rejected by 

the applicant by checking both the modified and withdrawal responses 

on the form. We were only able to separately analyze rejected modifications in 

one case: mutual savings banks in the New York and Nassau-Suffolk metropolitan areas 

The lack of information on applicants who were discouraged from 

making a written application could create a methodological problem 

for this study. Under the New York State Banking Department's 
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Supervisory Procedure G-107, every banking organization is required 

to maintain an EHOL form on all written applications, Unfortunately, 

this regulation does not clearly delineate the circumstances under 

which a written application is required. However, the regulation 

may act to minimize the practice of informal screening, although 

the opposite effect, obviously, is also possible. As long as there 

are an adequate number of modified approvals, denials, and with-

drawals within the formal applications, the explanations for these 

three actions should reflect the bases for discouraging formal appli-

cations. For example, if the analysis of denials indicates the exis-

tence of racial discrimination, discrimination is also a likely fac-

tor in deciding which applicants should be discouraged from applying. 

A lender would not likely discriminate against formal applicants and 

not against informal ones. However, if the statistical analysis 

does not indicate the existence of discrimination, it is still pos-

sible that lenders use a different set of criteria, including sex 

or race, in their informal screening of applicants. 

For this study, EHOL forms were gathered for mortgage applications made 

between May 1977 and October 1978 at state regulated commercial banks and 

savings and loan associations with branches located in the five largest metro-

politan areas, Albany-Schenectady-Troy, Buffalo, New York-Nassau-Suffolk, Roch-

ester, and Syracuse. Sex and marital status information was a required part of 

the form throughout this period. 

In addition, as part of our earlier study, EHOL forms were collected from 

all mutual savings banks with branches in these same five areas for all appli-

cations filed between May 1976 and October 1977. Since EHOL forms from 
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mutual savings banks in the New York-Nassau-Suffolk area with no branches in 

Bronx, Kings (Brooklyn), or New York (Manhattan) counties were not analyzed 

in the earlier study; their analysis is included in this study. Results 

from the earlier study are shown alongside the present study's results to 

facilitate an overall picture of lending practices by New York state regulated 

banks. Since sex and marital scatus were not required by the EHOL form that 

was in force during most of the period covered by the mutual savings bank 

data, we were only able to analyze these factors in one metropolitan area. 

In the New York-Nassau-Suffolk area a sufficient number of applications 

using the newer EHOL form are available that discrimination on the basis of 

sex and marital status can be analyzed. 

The EHOL forms are supplemented by 1970 census data matched to each FID J, 

response using the census tract number provided on the forms, and the National 

Planning Data Corporation's census tract estimates of 1977 population and 

1976 income. 

Model Description 

In general, four outcomes of the lending behavior of New York banks 

can be studied: approved as applied for, approved with modifications, denied 

and withdrawn. The primary form of modification in our samples is an alteration 

of the loan amount, generally, but not always below the requested amount. 

Other modifications include adjustment of the maturity period. The lender's 

decision depends on the creditworthiness of the borrower, the quality of the 

collateral and the requested terms of the mortgage. Various measures of 

financial and neighborhood characteristics are used to capture the influence 

of these factors. The financial characteristics are income, net wealth, 

years at present occupation, requested loan amount in relation to annual income, 

and the ratio of the requested loan amount to the appraised value of the 

property. The risk of loss should decline as the income and net wealth of a 
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household increase. Years at present occupation is included in the bclioT 

that it will serve as an indicator of the stability of an applicant's croc'it 

worthiness; the applicant's income and other measures of credit-

worthiness should be more stable (have smaller variance) as the 

2 

years of experience increase. Risk should rise as the amount oC 

requested loan rises relative to income or appraised value. Al-

though experimentation with different measures of the effect of 

income in California showed that the ratio of requested loan aiiou-.i: 

to income performed the best, the categorical responses of the now 

York data prevent replication of the variable used in California. 

Instead, the New York models include several dummy variables that 

represent various income categories and one dummy variable that crudely 

indicates whether or not the loan amount is more than two times 

annual income.^ 

Neighborhood characteristics are included to control for risl. 
of loss in the value of property resulting from housing market 

externalities. Although it would be ideal to ipclude direct mea-
sures of these externalities such as whether or not the subject 

property is adjacent to a vacant building, this is generally im-
possible because the requisite information is unavailable. There-
fore, neighborhood conditions are proxied by measures of the income 
of residents, change in income and population, and mortgage fore-
closure and delinquincy rates. These variables are calculated for 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

May 1980



b-6 

the census tract containing the subject property. Risk of loss 

should be lower in neighborhoods with more higher income residents 

and higher in those with higher average foreclosure and delinquency 

rates. In general, neighborhoods with larger increases in average 

income and population should have rising property values and less 

risk of loss in value. 

The New York model only includes one requested term (loan to 

appraised value ratio) because the forms do not provide informa-

tion on interest rate and maturity period. The interest rate, how-

ever, is unlikely to vary much across neighborhoods because the 

low maximum rate permitted by the New York State usury law applied 

to nearly all the mortgages covered by the EHOL forms and the cre-

dit market was very tight during the period being analyzed. 

Two of the four lender actions have clear meaning: approved 

as applied for and denial. The other two (modification and with-

drawal) are somewhat ambiguous. One of the four must be selected 

as the reference to which the other three will be compared. Since 

it is important that this reference action have a clear meaning 

in relation to all other actions, the job falls to applications 

that are approved as applied for (i.e., approved with the terms requested 

by the borrower). 

The likelihood of a lender deciding to deny an application 

for a conventional mortgage loan should decrease as an applicant's 

income and wealth increase. The probability of denial should in-

crease as the quality of the collateral decreases (e.g., as the 

loan-to-appraised value ratio increases). Differences in the 

risk of loss associated with the borrower and the subject property 
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may be offset, to some extent, by modifications in the terms of 
the mortgage (i.e., interest rate, maturity, and down payment). 

It is more difficult, however, to relate each of the inde-
pendent variables to a lender's decision to modify the terms. 
For example, although it would be natural to expect the probability of modi-
fication to increase as income decreases, applications from higher income 
households trying to maxiinize their leverage might produce the opposite 
effect. They may apply for mortgage amounts in excess of what their income 
justifies in order to secure the largest possible mortgage. 

Modifications can be subdivided, as in California, into down-
ward and upward movements in the requested loan amount. In New 
York, however, nearly all the modifications are downward and 
separate analysis of upward modifications is not possible. It 
should be remembered, however, that if such a division were ana-
lyzable, the downward category would not be a clear case of adverse 
action. A downward modification could be the result of an appli-
cant's request (e.g., desire to maximize equity in house and re-
vised plans as to the amount of household funds that can be allo-
cated to this function). 

Unlike California, New York modifications can be subdivided into ones that 

were accepted and ones that were subsequently withdrawn. This division is ana-

lyzable in one case (mutual savings banks in the New York-Nassau-

Suffolk area). As a result, it is possible to examine Regulation 

B's definition of adverse action (denials or modifications unac-

ceptable to the applicant). However, it is important to recognize} 

that modifications which have not been accepted by the applicant 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

May 1980



6-8 

are not necessarily adverse actions. The bank may have treated 

the applicant similar to other similarly situated applicants at 

that bank but the applicant may have received a better offer else-

where or the sale may have fallen through. When modification is 

used in the following pages, it includes those withdrawals by the 

applicant as well as those accepted by the applicant. 

The relationship between the independent variables and the 

applicant's decision to withdraw prior to bank action is even 

more ambiguous. The application could be withdrawn for a variety 

of reasons. For example, the lender may have suggested that the appli-

cation will not be successful or the applicant may have succeeded in 

obtaining financing from another institution. 

To ascertain whether discrimination on the basis of sex, race, 

marital status or age of the applicant, or property location exists 

in mortgage lending, variables along the lines discussed in Chapter 

2 are also included in the models. 

Sample Characteristics 

Versions of the preceeding model have been estimated for dif-
ferent types of banks in several metropolitan areas. Small samele 
sizes limited the ability to look at each type of bank in all i.ivc 
metropolitan areas. All three bank types can be separately ana-
lyzed only in the New York-Nassau-Suffolk metropolitan areas. 
Commercial banks and mutual savings banks can be analyzed in the 
Buffalo area; mutual savings banks and savings and loan associa-
tions in the Rochester area; and mutual savings banks in the Alb.my-
Schenectady-Troy and in the Syracuse metropolitan areas. Commer-
cial banks in three upstate areas (Albany-Schenectady-Troy, Roch-
ester and Syracuse) can be analyzed only if the areas are combined. 
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Although there is some savings and loan association activity in 

Buffalo and Syracuse, the sample is too small to analyze. 

The samples have been limited to applications for conventional 

mortgages on properties intended to be owner-occupied. Applica-

tions for federally assisted mortgages have been excluded because 

the involvement of a third party, the government, substantially 

affects the decision-making process, and the EHOL forms do not 

identify which actor was making the decision. In any case, there 

are not enough observations to separately analyze such applications 

at commercial banks or savings and loan associations/ Applications 

on properties not to be owner-occupied are excluded because most 

rental properties are not covered by the EHOL forms; as a result, 

0.8 to 5.6 percent of the observations are excluded depending on the type 

of bank and the metropolitan area. Applications that indicated 

they were for refinancing (i.e., written comment to this effect 

or nonresponse to the purchase price question) have also been ex-

cluded because they do not involve a property transaction and the 

form lacks the information necessary to analyze these decisions. 

Again, only a small percentage of the forms were affected. The 

final sample sizes (after eliminating forms with critical nonre-

sponses) are summarized in Table 6-1. 

RESULTS 

Our multinomial logit estimates of lender behavior for six 

bank and metropolitan area combinations are reported in Appendix 

C. (Complete variable definitions are presented in Appendix A.) 

Logit estimates for mutual savings banks in four upstate metropolitan areas 
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Table 6-1 

Number of Observations by Bank Type 
and Metropolitan Area: New York State 

Number 

Albany-Schenectady-Troy SMSA 

Mutual Savings Banks 6,173 

Albany-Schenectady-Troy, Rochester 
and Syracuse SMSAs 

Commercial Banks 2,586 

Buffalo SMSA 

Commercial Banks 1,434 

Mutual Savings Banks 7,408 

New York and Nassau-Suffolk SMSAs 

Commercial Banks 4,919 

Mutual Savings Banks 
Large sample without sex and 

marital status 18,696 
Small sample with sex and 

marital status 4,131 

Savings and Loan Associations 2,170 

Rochester SMSA 

Mutual Savings Banks 3,047 

Savings and Loan Associations 1,304 

Syracuse SMSA 

Mutual Savings Banks 2,695 
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are reported in an earlier study. 

The following discussion presents the implications of our current results 

and those from the earlier study for a typical application and key variations 

in its characteristics. We have defined the typical application as one from a 

household with an annual income in the $15,001 to $25,000 range, very good net 

wealth (i.e., reported assets were two or more cetagories above reported 

debts), and a wage earner with more than five years in his/her present occu-

pation. These characteristics are typical in the sense that a plurality of 

applicants possessed these characteristics in all but two cases.6 The per-

centage of applicants with income between $15,000 and $25,000 (INC15-25) 

ranges from 23 to 57, with very good net wealth (VGNW) ranges from 68 to 92, 

and with more than 5 years experience (0CCGT5) ranges from 59 to 70. 

Furthermore, the typical application is from an all-white household 

(84 to 96 percent of all applications), an applicant between the ages of 3r) 

and 44 (23 to 28 percent of all applications), a male-female couple with the 

female applicant beyond childbearing age (over 34 years old) and not working 

(5 to 9 percent of all applications) , and married persons (79 to 86 percent of 

all applications). These characteristics were selected because they describe 

a household which is least likely to be the target of discrimination, if any 

exists. Therefore, they do not always represent a plurality of all applica-

tions. The major exceptions to the plurality rule are age of applicant and 

the age and work status of the woman. The selection of these characteristics 

result from a desire to compare working to nonworking women and childbearing io 

nonchildbearing women. 

Our typical applicant is also defined by the average values of all the 

continuous variables for applications to that type of bank in the metropolitan 

area being studied: requested loan to appraised value ratio, fraction high 

income households, inccme and population change, foreclosure and delinquency 
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rates, age of neighborhood, and racial composition of neighborhood. These 

values are summarized in Table 6-2. In addition, requested loan amount is assumed 

to be less than two times annual income (96 to 98 percent of all applications) , 

and the property is located in a suburb. 

The treatment accorded applications with different characteristics than the 

typical application are compared to the treatment received by the typical appli-

cation. The treatment is measured by the probability of a given decision such as 

denial or modification. These probabilities can be calculated from the logit 

estimates.^ 

In general, we report comparisons in terms of the ratio of the probability 

of a given decision for an application with certain characteristics to the 

probability of that decision for the typical application. The probabilities of 

each decision for the typical application are presented in Table 6-3. They 

vary considerably by type of bank and across metropolitan areas. It is for this 

reason that ratios must be used to compare the differential impact of discrimina-

tion measures on outgomes across banks and areas. 

Since the denial of an application is clearly an adverse de-

cision, the following discussion focuses on these results. Al-

though modification has a somewhat ambiguous meaning, it is clearer 

than the meaning of a withdrawn application. Therefore, the modi-

fication results are summarized and discussed below, but the with-

drawal results are only discussed when the equations indicate with-

drawal to be more likely for one of the potentially discriminated 

against groups. 

Financial Characteristics 

The financial characteristics serve the purpose of controlling 

for the risk of loss associated with the creditworthiness of the 

applicant, the value of the property, and the requested loan terms. Digitized for FRASER 
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Table 6-3 

Probability of Various Outcomes for 
the Typical Application: New York State 

Albany-Schenectady-Troy SMSA 

Mutual Savings Banks 

Albany-Schenectady-Troy, 
Rochester and Syracuse SMSAs 

Commercial Banks 

Buffalo SMSA 

Commercial Banks 

Mutual Savings Banks 

New York and Nassau-Suffolk SMSAs 

Commercial Banks 

Denial Modification Withdrawn 1 

5.03 3.88 3 . 0 6 

3.08 5.78 1.29 

4.74 2.66 2 . 4 9 

6.49 4.56 3 . 8 0 

9.12 14.42 8.04 

17.39 4.81 

0.53 0.66 

4.14 3.2 I 

0 . 6 8 0.9 7 

3 . 23 2.9 f, 

Mutual Savings Banks 6.83 

Savings and Loan 
Associations 4.38 

Rochester SMSA 

Mutual Savings Banks 2.81 

Savings and Loan 
Associations 3.55 

Syracuse SMSA 

Mutual Savings Banks 4.71 
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Table 6-2 
Mean Values of Continous Variables by Type of Bank and Metropolitan Area 

RLTOAV FHI DINC DPOP FORRATE DELRATE PRE1940 FBLACK 

Albany-Schenectady-Troy SMSA 
Mutual Savings Banks 0 . 80 0.25 4 . 58 1.97 0 . 17 2.16 0.47 0.008 

Albany-Schenectady-Troy, 
Rochester and Syracuse SMSAs 

Commercial Banks 0.69 0 . 30 4 .96 2.14 0 . 52 2.60 0.43 0.007 
Buffalo SMSA 

Commercial Banks 0.68 0.26 5.08 1.82 0 . 04 0.51 0 .39 0.009 
Mutual Savings Banks 0 .73 0.23 4 . 81 1.80 0. 39 0 .97 0.39 0.011 

New York and Nassau-Suffolk SMSAs 
Commercial Banks 0 . 69 0.43 5.76 1.73 0. 49 2.73 0.39 0 .028 
Mutual Savings Banks 0.71 0.37 5.89 1.71 0 . 97 2.67 0.43 0.038 
Savings and Loan Assoc. 0.69 0 . 34 5.70 2. 51 1. 69 3 . 09 0.42 0.037 

Rochester SMSA 
Mutual Savings Banks 0.70 0 .38 5.66 2 . 53 0 . 12 2.99 0.36 0.008 
Savings and Loan Assoc. 0.73 0 .34 5 .45 2 .48 0 . 08 2. 25 0 .42 0 .008 

Syracuse SMSA 
Mutual Savings Banks 0 . 77 0 . 22 4.96 2 .43 4 . 43 7 . 88 0.40 0.004 
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In general these variables have the expected relationship to lender 

behavior and are highly significant. Table 6-4 presents denial 

ratios for the typical application and variations in its character-

istics that should make it more likely to be denied. As a result, 

the ratios in all but the first column should be greater than one; 

there are only 9 exceptions. 

The requested loan to appraised value ratio is the most consistent 

variable; it has a positive coefficient in all the denial equations. All 

but one of these coefficients are large and very significant; the exception 
g 

occurs for mutual savings banks in Rochester. The coefficients in the 

modification and withdrawal equations closely follow the same pattern. 

This positive coefficient indicates that an application is more likely to be 

denied, modified, or withdrawn the higher the requested loan amount relative to 

the appraised value of the property. 

The income coefficients indicate that the likelihood of denial 

increases by a statistically significant amount as income decreases 

except for savings and loan associations in the New York and Nassau-

Suffolk metropolitan areas. The income coefficients have mixed 

signs in the modification and withdrawal equations which is prob-

ably due to the ambiguity of these decisions. As a result, the 

denial equations contain the best information on the performance 

of the risk measures. 

When requested loan amount exceeds two times income, the like-

lihood of denial should increase. This is the situation in seven 
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Table 6-1 

Denial Ratios for Several Different Applications 
Relative to the Typical Applicant5 

Typical TA with TA with TA with TA with re- TA with 
Applicant less less net less ex- quested higher 

b income wealth perience loan 2 RLTOAV 
(INC10-15) (GNW) (0CCLT3) times income (+0.10) (TA) 

Albany-Schenectady-Troy SMSA 
Mutual Savings Banks 1.00 

Albany-Schnectady-Troy, 
Rochester and Syracuse SMSAs 

Commercial Banks 1.0 0 

Buffalo SMSA 
Commercial Banks 1.00 
Mutual Savings Banks 1.00 

New York and Nassau-Suffolk 
SMSAs 

Commercial Banks 1.00 
Mutual Savings Banks 1.00 
Savings and Loan Assoc. 1.00 

Rochester SMSA 
Mutual Savings Banks 1.00 
Savings and Loan Assoc. 1.00 

Syracuse SMSA 
Mutual Savings Banks 1.00 

1.50** 1.42** 1.05 

2.41** 1.79** 1.19 

19.08** 1.13 1.11 
1.46** 1.28** 1.13 

1.54** 
1.25** 
1.13 

1.72* 
1.17** 

1. 00c 

0. 96 
1.43** 
1.34** 

1.92 
1.51** 

1.08 

1.52** 
1.37** 
1.18 

1.29 
1.34 

1.03 

1.63** 

0.23** 

0.92 
1.52** 

1.66* 
1.57* 
3.07* 

0 . 00 

3.28** 

1.34 

1.27** 

1.43** 

5.29** 
1.12** 

1.06** 
1.37** 
1.14** 

1. 10 
1. 3 0 * * 

1.16** 
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Table 6-4 (continued) 

a) The mutual savings banks estimates are derived from 1976-1977 applications data while the 
other estimates are based on 1977-1978 mortgage applications. The ratio is equal to the 
probability that an application with indicated characteristics will be denied divided by 
the probability that the typical application will be denied. A single asterisk (*) indi-
cates that the coefficients used to estimate the numerator and denominator are statisti-
cally significant at the five-to-ten percent level. Two asterisks (**) indicates they 
are significant at the five or less percent level. 

b) This is the typical application described in the text. It is the base for calculating the denial ratios. The 
other applications involve variations frcm the typical one in one or more characteristics. See Table 6-3 for 
the probability of denial for the typical application in each bank type-area. 

c) Although there is no statistically significant difference between applicants with $15,001 to $25,000 in annual 
income and applicants with $10,001 to $15,000 incomes, applicants with lower incomes (under $10,001) are 
statistically significantly (five percent level) more likely to be denied than higher income applicants. 
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cases (six of them statistically significant at the ten perccnt 

level); the three exceptions are commercial banks in the com-

bined upstate area (the only statistically significant exception) 

and the Buffalo metropolitan area, and mutual savings banks in 

the Rochester metropolitan area. 

Applications are more likely to be denied the smaller the 

applicant's net wealth with one exception: commercial banks in 

the New York-Nassau-Suffolk metropolitan area. In six of the nine cases with the 

expected negative relationship between the likelihood of denial and net wealth, 

the coefficients are statistically significant at the five percent level. 

Although the coefficients for the years at present occupation variables 

(reported in Table 6-4) indicate that less experience increases the likelihood 

of denial in all ten bank type-areas, they are only significant in 

two (commercial and mutual savings banks in the New York-Nassau-Suffolk 

metropolitan area). 

Neighborhood Characteristics 

The neighborhood characteristics have been included to con-

trol for the effect of housing market externalities on the future 

value of the property securing the loan. The coefficients of 

these variables are not consistent across metropolitan areas. The 

fraction of households with high income (FHI) and the change in 

income (DINC) in the census tract containing the property are the 

most consistent. For example, FHI and DINC have the expected 
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negative relationship with the likelihood of denial in all but 

three and tw# cases, respectively. However, these negative rela-

tionships are statistically significant (five percent level) in 

only three bank type-areas for FHI and two for DINC, and the posi-

tive relationship is,statistically significant for each variable 

in one bank type-area (savings and loan associations in the New 

York-Nassau-Suffolk area for FHI and commercial banks in the com-

bined upstate areas for DINC). 

Contrary to expectations, the change in population is posi-

tively related to the likelihood of denial in most of the bank 

type-areas and significant in two of them. This may reflect the effect of past in-

stability in future uncertainty. One of the three negative relationships is 

statistically significant. 

The coefficients of the two direct measures of the risk of 

loss on mortgages in the census tract (the foreclosure and delin-

quency rates) aiNe the most disappointing. The results indicate 

that the likelihood of denial decreases more often than it in-

creases when the foreclosure rate rises - a result which is sta-

tistically significant (five percent level) in two bank type-

areas and contrary to our expectations. It is probably a reflec-

tion of foreclosure policies rather than differentials in the 

risk of loss. Foreclosure policies vary across lenders, even within 

the same bank type, and frequently exhibit a lender fs reluctance 

to show large losses through the foreclosure route. Consequently, 

the foreclosure rate may not accurately reflect the risk of loss 

in lending. The delinquency rate is not subject to the vagaries 

of bank policy and its coefficients show that the likelihood of 

denial increases more often that it decreases when the delinquency 
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rate rises. And three of these coefficients are statistically 

significant at the five percent level. However, the ̂ delinquency 

rate coefficient for savings and loan associations in the New 

York-Nassau-Suffolk area is significantly negative (smaller 

chance of denial as delinquency rate rises) at the five percent 

level. 

Fortunately, at least one of the neighborhood characteristics 

has a statistically significant (five percent level) coefficient 

with the expected relationship to the likelihood of denial in all 

but two bank type-areas. In one of the bank type-areas none of 

the neighborhood characteristics variables have significant coef-

ficients. Also, the savings and loan associations in the New York-

Nassau-Suffolk area have three statistically significant neigh-

borhood coefficients in the denial equation that are inconsistent 

with the risk hypothesis. Commercial banks in the combined up-

state area and mutual savings banks in the Albany-Schenectady-

Troy metropolitan area have statistically significant coefficients 

in the denial equation that are consistent and inconsistent with 

the risk hypothesis. 

Sex and Marital Status 

Each equation contains nine variables that measure sex and 

marital status differences across applications. In combination, 

these coefficients define 13 different types of applications 

which are used to illustrate the results. Their denial and modi-

fication ratios are presented in Tables 6-5 and 6-6. 
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Table 6-5 

Denial Ratios by Sex and Marital Status 
for a Typical Application: New York State3 

AST-ROCH-SYR BUF NYNS RQC!1 
COM COM COM MSB SLA SLA 

Married 
MFNCBNW b 1.00 1.00 1.00 1.00 1.00 1.00 
MFNCBW 1.65 2.26* 1.06 1.24 0. 54** 0 . 9 3 
MFCBNW (25-•34) 0.58° 1.48 0.84 0.70 0.49 1.11 

MFCBW (25-•34) 0.45C 1.01c 0.83 0.78° 0.50 1.20 

FONLY (25-•34) 0.35° 5.04 ** 0.47 2.06 ** 0.90° 0.00** 

MONLY 1.44 3.04* 1.16 2.54** 1.04 2 . 0 3 * 

Unmarried or 
Separated 

MFNCBNW 1. .52 0. .84 1 .65* 1 .29 0. .98 3 . 58** 

MFNCBW 2. .45 1. .91* 1 .73* 1 . 58 0. . 52** 3 . 32** 

MFCBNW (25-•34) 0. .86° 1. .24 1. 40 * 0. ,92° 0, .48 3. 88** 

MFCBW (25--34) 0. .68° 0. .85° 1. 36 * 1. ,01° 0. .49 4. .18** 

FONLYNCB 0. .74 1. . 62 1 . 00 1, .47 0 . ,41 0 . 54 

FONLYCB (25--34) 0. .55° 0. .33 1. 04 1. 05° 0. .18 0. 46 

MONLY 2. .22 1. . 68** 1. 41** 1, .99** 1. 18 1. .88** 

a) The mutual savings banks estimates are derived from 1976-1977 appli-
cations data while the other estimates are based on 1977-1978 mortgage 
applications. The ratio is equal to the probability that an applica-
tion with the indicated characteristics will be denied divided by the 
probability that the typical application will be denied. A single 
asterisk (*) indicates that the numerator of the ratio is statisti-
cally significantly different than the denominator at the five-to-ten 
percent level. Two asterisks (**) indicates that the difference is 
significant at the five or less percent level. 
The acronyms in the column headings have the following meanings: 

Bank type 
COM - commercial banks 
MSB - mutual savings banks 
SLA - savings and loan associations 
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Table 6-5 (continued) 

Metropolitan areas 
AST - Albany-Schenectady-Troy 
BUF - Buffalo 
NYNS - New York-Nassau-Suffolk 
ROCH - Rochester 
SYR - Syracuse 

b) This is the typical application described in the text. It is the 
base for calculating the denial ratios. The other applications in-
volve variations from the typical one in one or more characteris-
tics. See Table 6-3 for the probability of denial for the typical 
application in each bank type-area. 

c) Since the ratio for MFCB or FONLYCB for the 35 to 44 year old age range of the 
typical application is greater than one, it is the 25 to 34 year old age range 
coefficient that makes the ratio in the table less than, or closer to, one. 
The MFCB or FONLYCB coefficient is not statistically significant at the ten 
or less percent level. 
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Table 6-10 

Modification Ratios by Sex and Marital Status 
for a Typical Application: New York State5 

SEX AND AST-ROCH-SYR BUF NYNS ROC 11 
MARITAL STATUS COM COM COM MSB SLA <: i 

Married 
MFNCBNWb 1.00 1. 00 1.00 1.00 1. 0 0 1 . 0 0 

MFNCBW 0.45** 0.31** 0.98 0.83 3. 61** 0 . 3 2 

MFCBNW (25--34) 0.31** 0.56 0.93 0.72 2. 92** 3. 74 

MFCBW (25--34) 0.39* 0.21** 0.86 0.50** 2. 07** 2. 01ci 

FONLY (25--34) 0.00** 0. 00** 1.42 0.99 0 . 00** 3. 17 

MONLY 0.61 2.49** 0.92 0.78 4. 9 4 * * 1 > 

Unmarried or 
separated 

MFNCBNW 0.56 1.10 0.64** 0.96 1. 46 1 . 0 6 

MFNCBW 0.25** 0.34** 0.63** 0.78 5. 27** 0 . 34 

MFCBNW (25-•34) 0.18** 0.61 0.60** 0.69 4. 27** 3. 91 

MFCBW (25-•34) 0.22* 0.23** 0.55** 0.48** 3. 03** 2. 09d 

FONLYNCB 1.00 0.67 0.97 0.80 5. 21** 0 . 7 1 

FONLYCB (25-•34) 0.12** 0.00** 0.80 0.67 1. 36 1. 71 

MONLY 0.75 0.26** 1. 09 0 . 82 2. c 77 1 . ?1 

a) The mutual savings banks estimates are derived from 1976-1977 appli 
cations data while the other estimates are based on 1977-1978 mort-
gage applications. The ratio is equal to the probability that an 
application with the indicated characteristics will be modified 
divided by the probability that the typical application will be 
modified. A single asterisk (*) indicates that the numerator of 
the ratio is statistically significantly different than the denomi-
nator at the five-to-ten percent level. Two asterisks (**) indi-
cates that the difference is significant at the five or less perccr 
level. 
The acronyms in the column headings have the following meanings: 

Bank type 
COM - commercial banks 
MSB - mutual savings banks 
SLA - savings and loan associations 
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Table 6-6 (continued) 

Metropolitan areas 
AST - Albany-Schenectady-Troy 
BUF - Buffalo 
NYNS - New York-Nassau-Suffolk 
ROCH - Rochester 
SYR - Syracuse 

b) This is the typical application described in the text. It is the 
base for calculating the modification ratios. The other applica-
tions involve variations from the typical one in one or more charac-
teristics. See Table 6-3 for the probability of modification for 
the typical application in each bank type-area. 

c) This ratio is greater than one because of the influence of the male 
only component and not the marital status. 

d) Since the ratio for MFCB or FONLYCB for the 35 to 44 year old range is less than one, 
it is the 25 to 34 year old age coefficient that makes the ratio in the table greater 
than one. The MFCB or FONLYCB coefficient is not statistically significant at the i 
ten or less percent level. 
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The results for the denial equations are inconsistent with 

the hypothesis that married childbearing women who work (MFCBW) 

are discriminated against. Although these households have a 

greater chance of denial than the typical applicant (MFNCBNW) in 

four of the six bank type-areas, none of these differences are 

statistically significant at the ten percent level. Married male-

female households with a non-working childbearing woman (MFCBNW) 

are also treated much the same as the typical applicant. There 

is, however, some evidence that male-female households with a 

working female beyond childbearing age (MFNCBW) regardless of 

marital status, are discriminated against by Buffalo commercial 

banks who are approximately twice as likely to deny their appli-

cations than those from otherwise identical typical applicants. 

This differential is statistically significant at the ten percent 

level. On the other hand, savings and loan associations in the 

New York-Nassau-Suffolk area treat these applicants (MFNCBW) more 

favorably (half the denial rate of the typical application), this 

differential being statistically significant at the five percent 

level. 

New York-Nassau-Suffolk commercial banks and Rochester saving 

and loan associations disfavor unmarried or separated male-female 

couples regardless of the age or work status of the woman. Those 

applicants are 1.36 to 1.73 times as likely to be denied than the 

otherwise identical typical applicant by New York area commercial 

banks, and 3.32 to 4.18 times as likely to be denied by the Roch-

ester savings and loan associations. 

Unmarried or separated female applicants are not significant! 
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more or less likely to be denied than the typical applicant in 

any of the bank type-areas, whether or not the woman is in the 

childbearing years. 

Some applications contained responses indicating that the 

applicant(s) were married but either all female (FONLY) or all 

male (MONLY). We were surprised by these responses. Some may be from persons not 

legally separated who are married but choose to live apart from their spouses. In 
addition, the spouse could be away from the household for various other reasons 

such as serving a jail sentence or being hospitalised on a long-term basis. 

However, the large number of male only married households (approximately ten 
percent of each sample) leads us to suspect that many of these applications in-

volve husbands buying property in their individual names rather than jointly 

with their wives. Since the actual household status of these applicants is 
not clear, we decided to estimate coefficients for these categories to see i f 

they receive differential treatment. The female only married applicants are 
much more likely to be denied than the typical applicant at Buffalo covmercial 

banks and New York area mutual savings banks; the ratios of 5.04 and 2.06, 
respectively, are both statistically significant at the five percent level. 
Rochester savings and loan associations, however, virtually never deny fanal^ 

only married applicants in our sample. 

The only denial relationships consistent across all six bank type-areas < i. 

for male only households; regardless of marital status male only applicants 

more likely to be denied. Three of the six denial ratios for male only married 

households range in value from 2.03 to 3.04 and c*re statistically significant ai 
the five or ten percent level; these occur for applications at the Buffalo 

commercial banks, New York area mutual savings banks, and Rochester savings 
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and loan associations. In the case of male only unmarried or sepa-

rated applicants, it is the sex and not the marital status that 

accounts for the increased likelihood of denial except in the case 

of New York-Nassau-Suffolk commercial banks. 

The modification ratios summarized in Table 6-6 show that 

modification of an application from one of the 13 household 

types is seldom more likely than modification of the otherwise 

identical typical application. Applications at New York-Nassau-

Suffolk savings and loan associations are a major exception; 

aside from married female only households, modification is much 

more (1.3 6 to 5.21 times as) likely for the other household types 

in Table 6-6 than for the typical applicant. Nearly all these 

ratios (fifth column of Table 6-6) are statistically significant 

at the five percent level. Male only married applicants at Buf-

falo commercial banks are the only other households that are 

significantly more likely to be modified than the otherwise iden-

tical typical applicant. A surprising result is the extent to 

which many household types are significantly less likely to bo 

modified than the comparable typical applicant. 

The withdrawal equations have only two statistically signi-

ficant coefficients that are consistent with liscrimination on the basis of 

the housdiold types depicted in Table 6-6. Karried female only appli-

cants at mutual savings banks in the New York-Nassau-Suffolk > 

have a withdrawal ratio of 2.19 that is statistically significant 
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at the ten percent level. Unmarried or separated male only applicants at com-

mercial banks in the combined upstate sample also have above average chances oT 

withdrawal. 

Race of the Applicant 

Table 6-7 presents ratios of the probability of denial for 

various racial groups relative to the probability of denial for 

the typical applicant who is white. A denial ratio greater than 

one indicates that members of that racial group are more likely 

to be denied than the otherwise identical typical (white) appli-

cant. Applications from blacks are more likely to be denied 

than those from similarly situated whites in all but one of the 

ten bank type-areas. The exception occurs at commercial banks 

in the combined upstate areas, but the difference is not statis-

tically significant at the ten percent level. Although blacks 

are more likely to be denied than whites at commercial banks in 

the Buffalo and New York-Nassau-Suffolk areas, these differences 

are not statistically significant at the ten percent level. Hence, we conclude 

that conmercial banks appear to accord black and white applicants approximately 

equal treatment. 

Mutual savings banks in contrast to the conmercial banks, hcwever, are 

significantly more likely to deny a black applicant than a similarly situated 

white in four of five metropolitan areas. These differentials are large and 

statistically significant; the denial ratios range from 1.58 in the New York-

Nassau-Suffolk area to 3.61 in the Rochester metropolitan area. Although blacks 

are also more likely to be denied than whites by mutual savings banks in the 

Albany-Schenectady-Troy metropolitan area, the difference is not statistically 

significant at the ten percent level. 
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Table 6-7 

Denial Ratios by Race of the Applicant 
for Typical Applications 

b Other 
White Black Hispanic Minority 

Albany-Schenectady-Troy SMSA 

Mutual Savings Banks 1.00 1.44 [ ̂  1.19 ^ 

Albany-Schenectady-Troy, 
Rochester and Syracuse 
SMSAs 

Commercial Banks 1.00 0.82 [ < 0.35* > 

Buffalo SMSA 

Commercial Banks 1.00 1.74 [ < 0.54 > 

Mutual Savings Banks 1.00 2.06** [ < 0.87 > 

New York and Nassau-Suffolk 
SMSAs 

Commercial Banks 1.00 1.18 1.07 1.35* 

Mutual Savings Banks 1.00 1.58** 1.90** 1.35 

Savings and Loan 
Associations 1.00 3.15** 1.78 0.76 

Rochester SMSA 

Mutual Savings Banks 1.00 3.61** [ < 1.41 > ] 

Savings and Loan 
Associations 1.00 2.64* 1.01 0.74 

Syracuse SMSA 

Mutual Savings Banks 1.00 2.56* [ < 1.04 } \ 
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Table 6-6 (continued) 

a) The mutual savings banks estimates are derived from 197C> — J ';7V 
applications data while the other estimates are based on l(,7 7-
1978 mortgage applications. The ratio is equal to the probabi-
lity that an application with the indicated characteristics 
will be denied divided by the probability that the typical 
application will be denied. A single asterisk (*) indicates 
that the numerator of the ratio is statistically significantly 
different than the denominator at the five-to-ten percent level 
Two asterisks (**) indicates that the difference is significant 
at the five or less percent level. 

b) This is the typical application described in the text. It: is 
the base for calculating the denial ratios. The other appli-
cations involve variations from the typical one in one or more 
characteristics. See Table 6-3 for the probability of denial 
for the typical application in each bank type-area. 
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The evidence from the denial equation is also consistcnt 

with discrimination against black applicants by savings and loun 

associations. The New York-Nassau-Suffolk associations are 3.1i> 

times as likely to deny a black applicant than a similarly situ-

ated white. In Rochester, the denial ratio is 2.64. Both arc 

statistically significant at the five and ten percent levels, 

respectively. 

There is less evidence of discrimination against Hispanics 

and other minorities from the denial equations. Hispanics arc 

significantly more likely to be denied than similarly situated 

whites in only one bank type-area; mutual savings banks in the 

New York-Nassau-Suffolk area have a denial ratio of 1.90. New 

York-Nassau-Suffolk commercial banks are significantly more likely 

to deny other minorities (largely Asians) than the typical white 

applicant by a ratio of 1.35. However, commercial banks in the 

combined upstate area favor Hispanics and other minorities over 

similar white applicants by a statistically significant margin; 

the denial ratio is 0.35. 

The results from the modification equations are summarised 

in Table 6-8. Although most of the modification ratios exceed 

one, very few of the racial differentials are statistically signi-

ficant at the ten percent level. Black applicants are signifi-

cantly more likely to be modified than whites at the two types 

of thrift institutions in the New York-Nassau-Suffolk area; the 

modification ratio is 1.39 at mutual savings banks and 1.54 at savings 

and loan associations. Hispanic applicants are also significantly 

more likely to have their loan requests modified than similarly 
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Table 6-10 

Modification Ratios by Race of the Applicant 
for Typical Applications: New York State5 

Whiteb 
Other 

Black Hispanic Minority 

Albany-Schenectady-Troy SMSA 

Mutual Savings Banks 1.00 0.71 [ < 1.38 -V 

Albany-Schenectady-Troy, 
Rochester and Syracuse 
SMSAs 

Commercial Banks 1.00 1.51 [ < - 1. 31 > 

Buffalo SMSA 

Commercial Banks 

Mutual Savings Banks 

1.00 

1.00 

2.82 

1.19 

4.23* 

— 1.80** — > 

New York and Nassau-Suffolk 
SMSAs 

Commercial Banks 1.00 

Mutual Savings Banks 1.00 

Savings and Loan 
Associations 1.00 

0.77 

1.39** 

1.54** 

0.73 

1.07 

2 . 2 0 * * 

1. 17 

1 . 0 6 

1. 34 

Rochester SMSA 

Mutual Savings Banks 

Savings and Loan 
Associations 

1.00 

1.00 

0.61 

1.20 

[ < 0.78 -> 

0.00** 1.24 

Syracuse SMSA 

Mutual Savings Banks 1.00 0.01 I <~ 1.01 > 
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Table 6-8 (continued) 

a) The mutual savings banks estimates are derived from 1976-1'.'77 
applications data while the other estimates are based on 1977-
1978 mortgage applications. The ratio is equal to the probabil-
ity that an application with the indicated characteristics will 
be modified divided by the probability that the typical appli-
cation will be modified. A single asterisk (*) indicates that 
the numerator of the ratio is statistically significantly dif-
ferent than the denominator at the five-to-ten percent level. 
Two asterisks (**) indicates that the difference is significant 
at the five or less percent level. 

b) This is the typical application described in the text. It is 
the base for calculating the modification ratios. The other 
applications involve variations from the typical one in one or 
more characteristics. See Table 6-3 for the probability of 
modification for the typical application in each bank type-area. 
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situated white applicants at the New York-Nassau-Suffolk savings 

and loan associations, but are significantly less likely to have 

them modified at the Rochester associations. Hispanics and other 

minorities are significantly more likely to be modified than whites in the Buf-

falo metropolitan area; commercial banks have a modification 

ratio of 4.23 and mutual savings banks have one of 1.80. 

The modification decision can be subdivided into modified 
terms that were accepted by the applicant and modified terms that 
were followed by the applicant's withdrawal. In the New York-
Nassau-Suffolk area, we have a sufficiently large sample of mort-
gage applications at mutual savings banks to analyze the effect 
of this refined picture of bank decisions on the racial coeffi-
cients if the sex and marital status variables are deleted. 
The various denial and modification ratios for typical applications are sum-
marized in Table 6-9. These results show that the probability of modification-
withdrawal is more likely than modification-acceptance for all three minorities 

(blacks, Hispanics, and others), but the differential is statistically signifi-
cant o n l y for Hispanics. All three minorities are significantly 
more likely to be denied than the typical white applicant, and denial 
probabilities exceed both modification probabilities. On the 
basis of this analysis it is clear that separate treatment of 
the two types of modification may uncover additional differ-
ential treatment. In addition, it would be incorrect to group 
denials and modification-withdrawals together as a single measure 
of adverse action because differential treatment occuring with 
regard to one of these decisions could be dampened by equal 
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Table 6-9 

Denial, Modification-Withdrawal and Modification-Acceptance 
Ratios by Race of Applicant for Mutual Savings Banks (Large Sampl?) 

in the New York-Nassau-Suffolk Metropolitan Areas: 1976-1977° 

Type of Decision White Black H ispanic 
Other-

Minor it; 

Denial 1.00 1.56** 1.55** 1.59** 

Modification-Withdrawal 1.00 1.15 1.42** 1. 17 

Modification-Acceptance 1.00 1.06 0.87 0.88 

Withdrawal 1.00 1.22 1.05 4.03 

a) The ratio is equal to the probability that an application with the 
indicated characteristics will be denied, modified, or withdrawn, 
divided by the probability that the typical application will be 
denied, modified, or withdrawn. A single asterisk (*) indicates 
that the numerator of the ratio is statistically significantly dif-
ferent than the denominator at the five-to-ten percent level. Two 
asterisks (**) indicates that the difference is significant at the 
five or less percent level. 

b) This is the typical application described in the text. It is the 
base for calculating the denial, modification or withdrawal ratios. 
The other applications involve variations from the typical one in 
one or more characteristics. The probabilities of denial, modifi-
cation-withdrawal, modification-acceptance, or withdrawal for the 
typical application are 9.15, 3.42, 11.12 and 3.74, respectively. 
Note that the typical application in this table has no identifiable 
sex or marital status characteristics. 
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treatment with respect to the other one. For example, the signi-

ficantly unfavorable denial ratios for black applicants might not 

have shown up as strongly if denials and modification-withdrawals 

had been grouped together. 

We have very detailed information on housing code violations, 

vacant buildings, property tax delinquency and serious fires for 

each census tract in Bronx, Kings (Brooklyn) and Queens counties. 

Since we have enough observations from mutual savings banks, we 

estimated a decision model for just these three counties to take 

advantage of these finer measures of housing market externalities. 

The results indicate that blacks, Hispanics and other minorities are 

all significantly (five percent level) more likely to be denied and' 

to be modified than similar white applicants. This is an indication 

of even more discrimination against minority applicants by these 

banks than the results reported in Tables 6-7, 6-8 or 6-9. 

Several of the race coefficients in the withdrawal equations 

are also consistent with discrimination against minorities. In 

particular, applications from blacks at commercial banks in New 

York-Nassau-Suffolk, and at savings and loan associations in the 

New York-Nassau-Suffolk and Rochester metropolitan areas are 

significantly more likely to be withdrawn than those from simi-

larly situated white applicants. The withdrawal ratios are 1.50, 

2.75 and 14.75, respectively. In addition, other minorities are 

more likely to withdraw their applications at Rochester mutual 

savings banks and savings and loan associations than are similarly 

situated whites. The withdrawal ratios are 2.73 and 5.75, respec-

tively. 
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Table 6-10 

Denial Ratios by Age of the Applicant 
for Typical Applications: New York State 

Under 25 25-34 35-44b 45-54 Over 54 

Albany-Schenectady-
Troy, Rochester and 
Syracuse SMSAs 

Commercial Banks 0.49** 0.35** 

Buffalo SMSA 
Commercial Banks 0.59 0.67** 

New York and Nassau-
Suffolk SMSAs 

Commercial Banks 
Mutual Savings Banks 
Savings and Loan 

Associations 

Rochester SMSA 
Savings and Loan 

Associations 1.10 1.11 1.00 1.71* 1.18 
a) The mutual savings banks estimates are derived from 1976-1977 appli-

cations data while the other estimates are based on 1977-1978 mort-
gage applications. The ratio is equal to the probability that an 
application with the indicated characteristics will be denied divided 
by the probability that the typical application will be denied. A 
single asterisk (*) indicates that the numberator of the ratio is 
statistically significantly different than the denominator at the 
five-to-ten percent level. Two asterisks (**) indicates that the 
difference is significant at the five or less percent level. 

b) This is the typical application described in the text. It is the 
base for calculating the denial ratios. The other applications in-
volve variations from the typical one in one or more characteristics. 
See Table 6-3 for the probability of denial for the typical appli-
cation in each bank type-area. 

1.00 0.85 0.56 

1.00 0.59* 0.52* 

1.10 0.94 1.00 
0.65** 0.74** 1.00' 

1.03 1.07 
0.78** 0.75 

0.99 0.62** 1.00 1.64* 1.00 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

May 1980



6-38 

Age of Applicant 

Denial ratios for several age intervals in each bank type-

area are presented in Table 6-10. Applicants under 35 years tend 

to be less likely candidates for denial than the typical appli-

cant who is 35-44 years old. Nine of the twelve denial ratios 

for ages under 35 are less than 1.00 and six are based on differ-

ences statistically significant at the five percent level. The denial 

ratios for applicants over 44 years are more mixed; three ratios 

are significantly less than 1.00, and two are significantly greater 

than 1.00. Applicants between 44 and 55 years of age are more 

likely to be denied than 35-44 year old typical applicants by 

savings and loan associations in the New York-Nassau-Suffolk 

and Rochester metropolitan areas. 

The results from the denial equations suggest that younger 

(under 35) applicants are somewhat less likely to be denied than 

older applicants (over 44) at commercial banks in the combined up-

state area, and at savings and loan associations. However, Buffalo 

and the combined upstate commercial banks, and New York-Nassau-

Suffolk mutual savings banks are most likely to deny 35 to 44 vonr 

old applicants. New York-Nassau-Suffolk commercial banks seem to 

deny applications equally regardless of the applicant's age. 
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Modification ratios are summarized in Table 6-11. These 

results vary markedly by metropolitan area. Commercial banks in 

the combined upstate area and in the New York-Nassau-Suffolk area 

are significantly less likely to modify young applicants (under 35) 

while the Buffalo commercial banks are most likely to modify young 

applicants. New York-Nassau-Suffolk savings and loan associations 

are most likely to modify the typical applicant (35-44) while the 

same type of bank in Rochester is least likely to modify this 

applicant. Mutual savings banks in New York-Nassau-Suffolk arc 

significantly less likely to modify the loan requests of 45 to 54 

year old applicants than they are to modify those of similarly 

situated 35 to 44 year old applicants. 

The withdrawal equation for Buffalo commercial banks is the 

only one that indicates that applications from any age group are 

significantly more likely to be withdrawn than those from 35-44 

year olds. Withdrawal ratios at these banks for applicants in 

the 25-34 and 45-54 year old age groups are 1.82 and 1.85, 

respectively. 
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Table 6-10 

Modification Ratios by Age of Applicant for 
Typical Applications: New York Statea 

Under 25 25-34 35-44b 45-54 Over 54 

Albany-Schenectady-Troy, 
Rochester and 
Syracuse SMSAs 

Commercial Banks 0. 39** 0. 60** 1 .00 0. 79 1 . 36 

Buffalo SMSA 
Commercial Banks 3. 12** 0. 64 1 .00 0. 78 0 . 00** 

New York and Nassau-
Suffolk SMSAs 

Commercial Banks 0. 91 0. 91 1 .00 1. 24** 1. 18 
Mutual Savings Banks 1. 13 0. 94 1 .00 0. 81** 1. 13 
Savings and Loan 

Associations 0. 67 0. 54** 1 .00 0. 62** 0. 78 

Rochester SMSA 
Savings and Loan 

Associations 1. 95 2. 61** 1 .00 4. 60** 6 . 57'** 

a) The mutual savings banks estimates are derived from 1976-1977 
applications data while the other estimates are based on 1977-
1978 mortgage applications. The ratio is equal to the proba-
bility that an application with the indicated characteristics 
will be modified divided by the probability that the typical 
application will be modified. A single asterisk (*) indicates 
that the numerator of the ratio is statistically significantly 
different than the denominator at the five-to-ten percent level. 
Two asterisks (**) indicates that the difference is significant 
at the five or less percent level. 

b) This is the typical application described in the text. It is 
the base for calculating the modification ratios. The other 
applications involve variations from the typical one in one or 
more characteristics. See Table 6-3 for the probability of 
modification for the typical application in each bank type-area. 
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Redlining 

Three types of redlining allegations have been analyzed: 

specific neighborhoods that community groups have alleged to be 

redlined, older neighborhoods, and largely nonwhite neighbor-

hoods . 

Property location. Denial and modification ratios for 

typical applications from a variety of property locations in 

each of five metropolitan areas are summarized in Tables 6-12 

to 6-17. The role of property location in mortgage lending 

decisions differs among the five metropolitan areas and the 

type of lender. 

In general, the denial ratios provide little evidence con-

sistent with allegations that specified neighborhoods are red-

lined. The results, however, are consistent with redlining in 

six cases. New York-Nassau-Suffolk commercial banks are signi-

ficantly more likely to deny applications on properties in the 

combined neighborhood of Central Brooklyn and Fort Greene than 

a similar application on a Suffolk County property; the denial ratio is 
2.34 (Table 6-14). Although the other allegedly redlined neighbor-

hoods in the New York-Nassau-Suffolk area have denial ratios 

greater than one at commercial banks, only the Central Brooklyn-

Fort Greene one is statistically significant at the ten percent 

level.® It should be noted that applications on properties in 

other parts of New York City (Northeast Kings, South Kings, the 
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Table 6-10 

Denial and Modification Ratios by Property Location 

for Mutual Savings Banks in the 

Albany-Schenectady-Troy Metropolitan Area; 1976-1977
a 

Property Location Denial Modification 

Allegedly Redlined Neighborhoods 

City of Albany 

Arbor Hill and South End 2.40 5.05 

Hudson / Park 12.51** 1.55 

West Hill 1.06 1.20 

City of Schenectady 

Central State Street 0.51 1.04 

Hamilton Hill 1.61 0.01 

City of Troy 

Central South 0.50 0.85 

Hillside 10.97** 0.62 

North Central and 567 0.99 1.03 

Other Neighborhoods 

Rest of the City of Albany 1.01 0.60* 

Rest of the City of Schenectady 1.24 0.72 

Rest of the City of Troy 0.52** 1.50 

Rest of Albany County 1.13 1.12 

Rest of Schenectady County 1.23 1.16 

Rensselaer County outside the 
City of Troy 0.76 1.51* 

Saratoga County 1.00 1.00 
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Table 6-12 (continued) 

a) The ratio is equal to the probability that an application with 
the indicated characteristics will be denied or modified divided 
by the probability that the typical application will be denied 
or modified. A single asterisk (*) indicates that the numerator 
of the ratio is statistically significantly different than the 
denominator at the five-to-ten percent level. Two asterisks (**) 
indicates that the difference is significant at the five or less 
percent level. 

b) This is the typical application described in the text. It is the 
base for calculating the denial or modification ratios. The other 
applications involve variations from the typical one in one or 
more characteri sties. See Table 6—3 for the probability of denial 
or modification for the typical application in each bank type-area 
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Table 6-10 

Denial and Modification Ratios by Property Location 
in the Buffalo Metropolitan Area 

Property Location 
Commercial Banks 

Denial 
Mutual Savings Banks 

Modification Denial Modification 

Allegedly redlined 
neighborhoods 

City of Buffalo 

Black Rock 

Center City 

Filmore-Leroy 

Industrial 

West Elmwood 

West Side 

Other neighborhoods 

City of Buffalo 

Broadway 

Shiller 

University 

East Elmwood 

T 
0.45 

I 
0.99 

1.77 

t 
0.36 

0.73 

t 
0.00** 

I 
0.00** 

4.19 

t 
1.04 
I 

0 .16 

0 . 69 

1.24 

0.63 

1.76 

0.41** 

0.80 

0.36** 

0.15** 

0.43** 

0 . 56 

1.13 

3. 59* 

1.9 0 

0.99 

1. 44 

0 . 82 

0 .42* 

0 . 55 

0.44** 

0.37 

South Buffalo * 4 0.67** 0 .87 

North Buffalo 0.78 0.37 0.34** 0.65* 

City of Niagara Falls 0.60 3.49* 1.06 1.00 

Rest of Niagara County 1.23 3.21** 0.89 1.17 

City of Lackawanna * f 0.87 0 . 8 3 City of 
1.00 1.00 

Rest of Erie County * 4r 1.00 1. 00 

a) The mutual savings banks estimates are derived from 1976-1977 
applications data while the other estimates are based on 1977-
1978 mortgage applications. The ratio is equal to the probability 
that an application with the indicated characteristics will be 
denied or modified divided by the probability that the typical 
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Table 6-13 (continued) 

a) (cont'd) application will be denied or modified. A single asterisk 
(*) indicates that the numerator of the ratio is statistically sig-
nificantly different than the denominator at the five-to-ten percent 
level. Two asterisks (**) indicates that the difference is signi-
ficant at the five or less percent level. 

b) This is the typical application described in the text. It is the 
base for calculating the denial or modification ratios. The other 
applications involve variations from the typical one in one or more 
characteristics. See Table 6-3 for the probability of denial or 
modification for the typical application in each bank type-area. 
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Table 6-10 

Denial Ratios by Property Location for the 
New York-Nassau-Suffolk Metropolitan Areas5 

Property Location 
Mutual Savings Banks Savings 

Commercial Small Large and Loan 
Banks Sample Sample Associations 

Allegedly redlined 
neighborhoods 

South Bronx 

Central Brooklyn 

Fort Greene 

Park Slope 

Crown Heights 

East Flatbush 

Southeast Queens 

All of the above 

Other neighborhoods 

1.41 

2.34** 

1.25 

T 
.0 

I 
2.00 

1.26 

~ t 
0.52 

0.44 

0.66 

_JL_ 
1.86 

1.07 

0.82 

2.35** 

0.69 

1.16 

0.82 

1.65** 

0. 37 

North Bronx 1 . 09 0 . 83 0 . 85 0 . 57 

Northeast Kings 2. 16** 0 . 59 1 . 40** 0 . 65 

South Kings 1 . 66** 1 . 11 1 . 03 0 . 09** 

Rest of Queens 1 . 57** 1. 32 0 . 9 6 0 . 18** 

Nassau 0 . 95 1 . 24 0 . 87** 0 . 2 1 * * 

New York (Manhattan) 1 . 32* 0 . 41 1 . 31 - -

Richmond 0 . 60 0 . 59** 0 . 54 * * 0 . 00** 

Rockland 1 . 04 0 . 32** 1 . 36** 1 . 02 

Westchester 0 . 94 0 . 62** 0 . 46** 1 . 54* 

Suffolk13 1 . 00 1 . 00 1 . 00 1 . 00 
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Table 6-14 (continued) 

a) The mutual savings banks estimates are derived from 1976-1977 appli 
cations data while the other estimates are based on 1977-1978 mort-
gage applications. The ratio is equal to the probability that an 
application with the indicated characteristics will be denied divid 
by the probability that the typical application will be denied. A 
single asterisk (*) indicates that the numerator of the ratio is 
statistically significantly different than the denominator at the 
five-to-ten percent level. Two asterisks (**) indicates that the 
difference is significant at the five or less percent level. 

b) This is the typical application described in the text. It is the 
base for calculating the denial ratios. The other applications in-
volve variations from the typical one in one or more characteristic 
See Table 6-3 for the probability of denial for the typical appli-
cation in each bank type-area (Table 6-9 for the mutual savings ban 
large sample). 
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Table 6-15 

Modification Ratios by Property Location for the 
New York-Nassau-Suffolk Metropolitan Area 

Property Location 

Mutual Savings Banks Savings 
Commercial Small Largec and Loan 

Banks Sample Sample Associations 

Allegedly redlined 
neighborhoods 

South Bronx 1.08 0.46 1.7 6 — 

Central Brooklyn 

Fort Greene 
0.45 
>lr 

t 1.42 
2.21** 

5.23** 

Park Slope 0.74 1.41 5.77** - -

Crown Heights 

East Flatbush 
t 
0.92 

* 
1.56 * 

3.18** 

3.79** — 

Southeast Queens i 1.46 1.38 

All of the above — — — 2. 59 

Other neighborhoods 

North Bronx 0.86 0.68 2.01** '3. 49* 

Northeast Kings 2.35** 1.89** 3.09** 2.60 

South Kings 1.33* 1.21 1.84** 3.11** 

Rest of Queens 0.65** 0.95 1.29** 3.09** 

Nassau 0.95 0.91 1.03 4.90** 

New York (Manhattan) 0. 83 1.38 1.35 — 

Richmond 1.23 0.63** 0.35** 4.86** 

Rockland 0.99 0.59** 0.37** 4.88** 

Westchester 0.87 0.39** 0.35** 1.84 

Suffolk13 1.00 1.00 1.00 1. 00 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

May 1980



6-49 
Table 6-15 (continued) 

a) The mutual savings banks estimates are derived from 1976-1977 
applications data while the other estimates are based on 1977-
1978 mortgage applications. The ratio is equal to the proba-
bility that an application with the indicated characteristics 
will be modified divided by the probability that the typical 
application will be modified. A single asterisk (*) indicates 
that the numerator of the ratio is statistically significantly 
different than the denominator at the five-to-ten percent level. 
Two asterisks (**) indicates that the difference is significant 
at the five or less percent level. 

b) This is the typical application described in the text. It is 
the base for calculating the modification ratios. The other 
applications involve variations from the typical one in one or 
more characteristics. See Table 6-3 for the probability of 
modification for the typical application in each bank type-area 
(Table 6-9 for the mutual savings banks' large sample). 

c) For the mutual savings banks' large sample, this column contains 
ratios for the action of modification followed by withdrawal. 
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Table 6-10 

Denial and Modification Ratios by Property Location 
for the Rochester Metropolitan Area5 

Property Location Mutual Savings Banks Savings and Loan Assoc. 
Denial Modification Denial Modification-

Allegedly redlined 
neighborhoods 

Dutchtown 1.40 1.06 0.00** 0.00** 
ZIP Code Area 14621 

and the 16th Ward 0.26 0.62 3.48* 0.00** 

Other neighborhoods 
Edgerton/Brown Square/ 

Cornhill/Park/ 
Oxford 1.12 1.42 

South Wedge and 
Swillberg 0.00 0.00 

1.99 7.17 * * 

Rest of the Primary 
Target Area 0.45 0.76 1.00 3.02 

Ward 19 0.32 0.00 0.31 2.03 

Rest of the City of Rochester 0.68 0.94 2.64 1.58 

Livingston, Orleans 
and Wayne Counties 0 .00 1. 32 4. 19 7.5.1' 

Monroe County outside 
the City , 
of Rochester 1.00 1.00 1.00 ].C)0 

a) The mutual savings banks estimates are derived from 1976-1977 appli-
cations data while the other estimates are based on 1977-1978 mort-
gage applications. The ratio is equal to the probability that an 
application with the indicated characteristics will be denied or 
modified divided by the probability that the typical application will 
be denied or modified. A single asterisk (,*) indicates that the nu-
merator of the ratio is statistically significantly different than 
the denominator at the five-to-ten percent level. Two asterisks (**) 
indicates that the difference is significant at the five or less 
percent level. 

b) This is the typical application described in the text. It is the 
base for calculating the denial or modification ratios. The other 
applications involve variations from the typical one in one or more 
characteristics. See Table 6-3 for the probability of denial or 
modification for the typical application in each bank type-area. 
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Table 6-10 

Denial and Modification Ratios by Property Location 
for Mutual Savings Banks in the 

Syracuse Metropolitan Area; 1976-1977a 

Property Location Denial Modification 

Allegedly redlined neighborhoods 

Brighton 0 .00 0 . 00 

Near Northeast (part) 0 .00 0 . 00 

Other neighborhoods 

Rest of the Community 
Development Area 1 .94 0. 00 

Rest of the City of Syracuse 0 .79 0. 25** 

Oswego County 1 .60* 0. 81 

Madison County 1 .44 0. 89 

Onondaga County ^ 
outside the City of Syracuse 1 .00 1. 00 

a) The ratio is equal to the probability that an application with the 
indicated characteristics will be denied or modified divided by 
the probability that the typical application will be denied or modi-
fied. A single asterisk (*) indicates that the numerator of the 
ratio is statistically significantly different than the denominator 
at the five-to-ten percent level. Two asterisks (**) indicates that 
the difference is significant at the five or less percent level. 

b) This is the typical application described in the text. It is the 
base for calculating the denial or modification ratios. The other 
applications involve variations from the typical one in one or more 
characteristics. See Table 6-3 for the probability of denial or 
modification for the typical application in each bank type-area. 
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rest of Queens, and Manhattan) are significantly more likely to 

be denied by commercial banks than a similar application on a 

Suffolk county property. 

Mutual savings banks are significantly more likely to deny 

applications on properties located in the Hudson/Park neighborhood 

of Albany and the Hillside neighborhood of the city of Troy than 

they are similar applications on suburban Saratoga County prop-

erties; the denial ratios are 12.51 and 10.97 respectively (Table 

6-12). No other neighborhoods in the Albany-Schenectady-Troy metro-

politan area have denial ratios from mutual savings banks that are 

significantly greater than one. New York-Nassau-Suffolk mutual savings 

banks treat applications on properties located in Fort Greene in 

Brooklyn and Southeast Queens less favorably than similar appli-

cations on Suffolk County properties. . The denial ratios are 2.3 5 

and 1.65, respectively, and both are based on statistically signi-

ficant (five percent level) differentials (Table 6-14). However, one 

of the suburban counties (Rockland) also has a denial ratio from 

mutual savings banks that is significantly above one. Applications on 

Northeast Kings properties are also significantly more likely to 

e denied than those on suburban Suffolk County properties, but 

this result is expected because of the area1s generally weak housing 

market. However, the property location coefficients in the New 

York-Nassau-Suffoik mutual savings bank sample change magnitudes and 

signs between the sample including the sex and marital status variables 

and the sample without these variables.^ 

Applications at Rochester savings and loan associations arc 

more likely to be denied if the property is located in ZIP Code 
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Area 14621 or the 16th Ward than if it is located in suburban 

Monroe County (Table 6-16). The denial ratio of 3.48 is statistic-

ally significant at the ten percent level. Although some Roches-

ter areas that are not alleged to be redlined also had denial ratios 

in excess of one, none of them are statistically significant at the 

ten percent level. 

Mutual savings banks are the only lenders with modification 

ratios greater than one for allegedly redlined neighborhoods. These 

occur in the Buffalo and New York-Nassau-Suffoik metropolitan areas. 

In Buffalo, applications on Center City properties are 3.59 times 

as likely to be modified as similar applications on suburban Erie 

County properties. This is the only Buffalo modification ratio in 

excess of one that is based on a statistically significant (ten per-

cent level) differential. In the New York-Nassau-Suffolk area; 

applications on properties in New York City, whether or not they arc in 

allegedly redlined neighborhoods, are more likely to be modified than 

similar applications on Suffolk County properties. 

Withdrawal ratios in excess of one occur in a few cases with 

statistical significance. They exceed one for the allegedly redli ned 

neighborhoods of Central Brooklyn and Park Slope at commercia1 banks in 

the New Y0rk-Nassau-Suffoik area, but they also exceed one for other 

areas not alleged to be redlined (e.g., Nassau and Westchester Counties) 

Savings and loan associations in the same metropolitan area have with-

drawal ratios above one for the neighborhoods alleged to be red 1ined as 

well as Rockland and Westchester Counties. These inconsistent sets of 

coefficients offer little support for the redlining allegations. 

Neighborhood Characteristics. Denial and modification ratios 

by the age and racial composition of the neighborhood are summarized 
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in Tables 6-18 and 6-19. 

Applications are statistically significantly more likely to 

be denied in older neighborhoods in four bank type-areas: com-

mercial banks in the combined upstate area, mutual savings banks 

in the Buffalo and Rochester metropolitan areas, and savings and 

loan associations in the New York-Nassau-Suffolk areal^ Although 

the results are consistent with allegations that lenders avoid 

old neighborhoods, they may be due to a spurious correlation be-

tween the age of the neighborhood and the condition of the spe-

cific property. Unlike California, we were unable to separate 

these two factors because the age of the building is not provided 

on the New York EHOL forms. Therefore, caution should be exer-

cised in interpreting these and other age of neighborhood results 

in New York. 

All but one of the modification ratios for age of neighbor-

hood exceed one in Table 6-19 indicating that applications on 

properties in older neighborhoods are more likely to be modified 
13 

than ones in newer neighborhoods. Seven of the differentials 

are statistically significant at the five percent level. These 

results are .also consistent with the allegation that lenders 

redline older neighborhoods but they must not be taken out of 

context. The caveat presented in the preceding discussion of denial 

ratios also applies here and is even strengthened because 

some of the modifications may be maturity period reductions to 

compensate for the shorter remaining economic lives of older 

buildings. 

Applications on properties in neighborhoods with higher 
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Table 6-18 

Denial Ratios by Age and Racial Composition 
of Neighborhood: New York State3 

Typical TA in a 
Applicant TA in Older 50 Percent 

, Neighborhood Nonwhite 
(TA) (+0.10) Neighborhood 

Albany-Schenectady-Troy SMSA 

Mutual Savings Banks 1. 00 1.01 0.00 

Albany-Schenectady-Troy, 
Rochester and Syracuse SMSAs 

Commercial Banks 1.00 1.08** 0.20 

Buffalo SMSA 

Commercial Banks 

Mutual Savings Banks 

1.00 

1.00 

1.02 

1.12** 

0 . 50 

0 . 92 

New York and Nassau-Suffolk 
SMSAs 

Commercial Banks 

Mutual Savings Banks 

Savings and Loan 
Associations 

1.00 

1. 00 

1.00 

1.00 

1. 00 

1.11** 

1 . 33* 

0 . 93 

1 .49 

Rochester SMSA 

Mutual Savings Banks 

Savings and Loan 
Associations 

1.00 

1.00 

1.17 * * 

1.06 

0.55 

4 .25 d 

Syracuse SMSA 

Mutual Savings Banks 1.00 0.99 1.67 
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Table 6-19 (continued) 

a) The mutual savings banks estimates are derived from 1976-1977 
applications data while the other estimates are based on 19 7 7-
1978 mortgage applications. The ratio is equal to the proba-
bility that an application with the indicated characteristics 
will be denied or modified divided by the probability that the 
typical application will be denied or modified. A single aster-
isk (*) indicates that the numerator of the ratio is statisti-
cally significantly different than the denominator at the five-
to-ten percent level. Two asterisks (**) indicates that the 
difference is significant at the five or less percent level. 

b) This is the typical application described in the text. It is 
the base for calculating the denial or modification ratios. 
The other applications involve variations from the typical one 
in one or more characteristics. See Table 6-3 for the proba-
bility of denial or modification for the typical application 
in each bank type-area. 

c) This ratio is so small because nearly all the applications at 
mutual savings banks on properties in 50 percent nonwhite neigh-
borhoods in the Albany-Schenectady-Troy metropolitan area are 
withdrawn. 

el) This ratio is high because nearly none of the applications at 
this bank type-area in 50 percent nonwhite neighborhoods are 
likely to be withdrawn. 
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Table 6-10 

Modification Ratios by Age and Racial Composition 
of Neighborhood: New York State3 

Typical TA in a 
Applicant TA in Older 50 Percent 

, Neighborhood Nonwhite 
(TA) (+0.10) Neighborhood 

Albany-Schenectady-Troy SMSA 

Mutual Savings Banks 1.00 1.11' 0 .01 

Albany-Schenectady-Troy, 
Rochester and Syracuse SMSAs 

Commercial Banks 1.00 0.99 9 . 42 

Buffalo SMSA 

Commercial Banks 

Mutual Savings Banks 

1.00 

1.00 

1.19** 

1.10** 0.42 

New York and Nassau-Suffolk 
SMSAs 

Commercial Banks 

Mutual Savings Banks 

Savings and Loan 
Associations 

1.00 

1.00 

1.00 

1.05** 

1.13** 

1.06** 

1.14 

0.7 6 

0.83 

Rochester SMSA 

Mutual Savings Banks 

Savings and Loan 
Associations 

1.00 

1.00 

1.03 

1.02 

0 .46* 

5. 77d 

Syracuse SMSA 

Mutual Savings Banks 1.00 1.17** 0 . 0 9 
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Table 6-19 (continued) 

a) The mutual savings banks estimates are derived from 1976-1977 
applications data while the other estimates are based on 1977-
1978 mortgage applications. The ratio is equal to the proba-
bility that an application with the indicated characteristics 
will be denied or modified divided by the probability that the 
typical application will be denied or modified. A single aster-
isk (*) indicates that the numerator of the ratio is statisti-
cally significantly different than the denominator at the five-
to-ten percent level. Two asterisks (**) indicates that the 
difference is significant at the five or less percent level. 

b) This is the typical application described in the text. It is 
the base for calculating the denial or modification ratios. 
The other applications involve variations from the typical one 
in one or more characteristics. See Table 6-3 for the proba-
bility of denial or modification for the typical application 
in each bank type-area. 

c) This ratio is so small because nearly all the applications at 
mutual savings banks on properties in 50 percent nonwhite neigh-
borhoods in the Albany-Schenectady-Troy metropolitan area are 
withdrawn. 

d) This ratio is high because nearly none of the applications at 
this bank type-area in 50 percent nonwhite neighborhoods are 
likely to be withdrawn. 
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percentages of nonwhite population are significantly more likely 

to be denied than similar applications in nearly all white neigh-

borhoods in only one bank type-area: savings and loan associa-

tions in the New York-Nassau-Suffolk metropolitan area. This 

result is consistent with the redlining allegation. Only one 

modification ratio is statistically significant but it indicates 
14 

that Rochester mutual savings banks favor older neighborhoods. 

Withdrawals are significantly more likely to occur in older 

neighborhoods at commercial banks in the combined upstate area 
and mutual savings banks in the Albany-Schenectady-Troy metro-

15 
politan areas. The withdrawal ratios are 1.18 and 1.09, respec-

tively. Applications on properties in majority nonwhite neigh-

borhoods are significantly more likely to be withdrawn than 

similar ones in nearly all white neighborhoods in the mutual 

savings banks in the Albany-Schenectady-Troy and Rochester metro-

politan areas. The ratios are 32.42 and 6.65, respectively. 

SUMMARY 

In this chapter, decisions on applications for conventional 

mortgages on owner-occupied one- to four-family houses in five 

metropolitan areas of New York State are analyzed. The five 

areas are: Albany-Schenectady-Troy, Buffalo, New York-Nassau-

Suffolk, Rochester and Syracuse. In general, four possible out-

comes are considered: approval as applied for, approval after 

modification, denial, and withdrawal. 

We view a lender's decision as a function 

of the financial characteristics of the borrower, 

requested terms of the loan, and collateral 
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value of the property. Information on the neighborhood surrounding 

the property, including measures of change over time, are used to 

reflect the risk of loss associated with a particular property be-

cause of the condition of neighborhood properties. Most of these 

neighborhood measures are based on the Census of Population and 

Housing. However, detailed information on housing code violations, 

vacant buildings, property tax delinquency, and serious fires is 

available for each census tract in Bronx, Kings, and Queens coun-

ties. The sex, marital status, age and race of the applicant; the 

location of the property; and the age and racial composition of 

the neighborhood are also included to determine whether they affect 

mortgage-lending decisions after controlling for the other factors. 

Community organizations and residents identified the neighborhoods 

that they believed were redlined by lending institutions. 

As in California, objective factors play a central role in 

New York lender decisions on mortgage applications. The likelihood 
that an application will be denied decreases as income, net wealth, 
and requested loan to appraised value ratio increase, and when the 
requested loan exceeds two times income. At least one proxy for 
the risk associated with the condition of neighboring buildings 

is significant in each denial equation. High requested loan to 
appraised value ratios are also major contributors to the modifi-

cation of a mortgage application prior to approval and an applica-
t i o n ^ withdrawal. 

Only two of the lender actions are clear in their meaning: 

approval as applied for and denial. Modification is 

ambiguous because, on the one hand, the modification could be 

a reduction in maturity period to reflect the 
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the economic life of the building or a decrease in loan amount; 

to reflect an applicant's desire to invest more equity and, on 

the other, the modification may represent an adverse action. 

Withdrawals are even more ambiguous because they could be the 

result of lender discouragement or applicant success at another 

lending institution. For these reasons, the analysis of dis-

crimination gives more weight to the denial results than to the 

modification or withdrawal results where approval as applied for 

serves as the reference point. 

Sex and Marital Status. The evidence supports the view 

that female only households or male-female households with working 

women, especially with women in the childbearing age, experience 

some discrimination in lending decisions but that instances of 

such discrimination are limited. Married female only applicants 

are more than twice as likely to be denied by Buffalo commercial 

banks and New York-Nassau-Suffolk mutual savings banks than 

married male-female applicants with a nonworking woman beyond 

the childbearing age. Male-female applicants with working women 

beyond childbearing age (married, unmarried, or separated) are 

twice as likely to be denied than similar households with a 

nonworking woman by Buffalo commercial banks. 

In contrast to the limited evidence of discrimination against 
female only or male-female households, we find substantial 

evidence of adverse treatment of male only households. These 
households, whether married, unmarried, or separated, are over 
twice as likely to be denied than similarly situated married 

male-female households with nonworking women beyond childbearing 

age at Buffalo commercial banks, New York-Nassau-Suffolk mutual 

savings banks and Rochester savings and loan associations. In 
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addition, the New York-Nassau-Suffolk commercial banks are more likely 

to deny applications from unmarried or separated male only house-

holds than those of married male-female applicants with a non-

working woman past the childbearing age. These same banks and 

the Rochester savings and loan associations also are from 1.44 

to 3.82 times as likely to deny the applications of married or 

separated male-female households, regardless of the work status 

or childbearing age of the woman. 

The modification results suggest that New York-Nassau-

Suffolk savings and loan associations are very likely to modify 

male-female applications, regardless of marital status, providing 

the woman is either working or in the childbearing years. Mar-

ried male only applicants are also very likely to be modified by 

these lenders. 

Race. Considerable evidence supports the allegation that black 

applicants are denied much more frequently than similarly situated 

white applicants. Black applicants at mutual savings banks and 

savings and loan associations are 1.58 to 3.61 times as likely 

to be denied than similar white applicants. Only one of the 

seven ratios for lenders of these two types are not statistically 

significant — that for mutual savings banks in the Albany-

Schenectady-Troy metropolitan area. The statistically signif-

icant differentials occur for the following lenders: 

mutual savings banks in 

Buffalo 

New York-Nassau-Suffolk 

Rochester 

Syracuse? 
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savings and loan associations in 

New York-Nassau-Suffolk 

Rochester. 

Although two of the three commercial bank ratios indicate 

black applicants are more likely to be denied, none of these are 

statistically significant. New York-Nassau-Suffolk commercial 

banks, however, are significantly more likely to deny other mi-

nority (neither black nor Hispanic) applicants than similarly 

situated white applicants. 

New York-Nassau-Suffolk mutual savings banks are also signi-

ficantly more (nearly twice as) likely to deny Hispanic appli-

cants than similarly situated white applicants. 

The modification results indicate that blacks are more likely 

to be modified by mutual savings banks and savings and loan asso-

ciations in the New York-Nassau-Suffolk area. The latter are also 

more likely to modify applications from Hispanics. Commercial anci 

mutual savings banks in Buffalo are more likely to modify appli-

cations from other minorities (nonblack). 

Age. The evidence suggests that young applicants are less 

likely to be denied than older ones, but this pattern is statis-

tically significant in only two cases: savings and loan associa-

tions in the New York-Nassau-Suffolk and Rochester metropolitan 

areas. Applicants under 35 and over 44 years old are less likely 

to be denied than 35 to 44 year old ones at Buffalo commercial 

banks and New York-Nassau-Suffolk mutual savings banks. Appli-

cants under 35 are also less likely to be denied than older ones 

by commercial banks in the combined upstate area (Albany-Schenectady-
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Troy, Rochester and Syracuse metropolitan areas). 

The modification results are mixed. Younger applicants are 

less likely to be modified by commercial banks in the combined 

upstate area and the New York-Nassau-Suffolk metropolitan area, 

while they are more likely to be modified by Buffalo commercial 

banks, New York-Nassau-Suffolk mutual savings banks and Rochester 

savings and loan associations. 

Redlining. We have evaluated a large number of community-

based allegations that lenders have redlined a particular neighbor-

hood. The denial results are consistent with the allegations 

in only six cases. Commercial banks in New York-Nassau-Suffolk 

are more likely to deny applications on Central Brooklyn-Fort 

Greene properties than similar applications on suburban Suffolk 

County properties. Mutual savings banks in the New York-Nassau-

Suffolk area are more likely to deny applications on Fort Greene 

and Southeast Queens properties. The mutual savings banks in 

the Albany-Schenectady-Troy area are also more likely to deny 

applications on Hudson/Park (Albany) or Hillside (Troy) proper-

ties than similar ones on suburban Saratoga County properties. 

Finally, Rochester savings and loan associations are more likely 

to deny applications on ZIP Code Area 14621 or 16th Ward proper-

ties than similar ones on suburban Monroe County properties. 

The modification results are consistent with redlining al-

legations in only one Buffalo neighborhood (Center City) where 

mutual savings banks are more likely to modify the application 

than a similar one on a suburban Erie County property. Although 

mutual savings banks in the New York-Nassau-Suffolk area are more 
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likely to modify applications on properties in several allegedly 

redlined neighborhoods than applications on Suffolk county 

properties, these banks are also more likely to modify appli-

cations in several neighborhoods that are not alleged to be 

redlined. 

Community organizations have also alleged that older or 

nonwhite neighborhoods are redlined by mortgage lenders. The 

denial results are consistent with the age of neighborhood 

allegations in four instances: commercial banks in the combined 

upstate area, mutual savings banks in the Buffalo and Rochester 

metropolitan areas, and savings and loan associations in the 

New York-Nassau-Suffolk area. It is important to avoid over-

interpreting these results because, unlike in our California 

analysis, we were unable to control for the age of the building*. 

Modification was even more closely tied to the age of neighbor-

hood — more modifications in older neighborhoods. However, 

the same caveat applies with added strength because the modifi-

cation could have been a maturity period reduction to reflect 

the remaining economic life of the building. 

Only one type of lender (commercial banks in New York-

Nassau-Suffolk) had significantly higher denial probabilities 

in largely nonwhite neighborhoods than for similar applications 

in all white ones. 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

May 1980



6-66 

Footnotes 

1. See Robert Schafer, Mortgage Lending Decisions, Criteria 

and Constraints (Cambridge, Massachusetts: Joint Center for 

Urban Studies of MIT and Harvard, 1978), Chapters 7, 11 and 12. 

2. Unfortunately, the question asking for the information on 

years at present occupation is vague. It appears that some 

applicants gave the number of years at the present posi-

tion and others, the number of years in their present occu-

pation. The possible responses ori the form added confusion 

by having a "not employed" category. As a result, this 

variable does not perform as consistently as we would like. 

However, it is an improvement over the California data, 

which lacks any measure of the stability (or variance) of 

the individual applicant's creditworthiness. 

3. Because of the categorical nature of the responses to the 

income question, some loan requests in excess of two times 

income are not covered by this variable. 

4. See Robert Schafer, Mortgage Lending Decisions: Criteria 

and Constraints (Cambridge, Massachusetts: Joint Center 

for Urban Studies of MIT and Harvard, 1978), Chapters 7, 11 

and 12, for a discussion of the mutual savings bank samples. 

5. Ibid, Chapter 12. 

6. Applications at commercial banks in the Albany-Schenectady-

Troy, Rochester and Syracuse metropolitan areas had nearly 

equal incidences of incomes in the $15,001 to $25,000 and 
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over $25,000 ranges, 42 and 45 percent, respectively, and 

applications at commercial banks in the New York-Nassau-

Suffolk area had most of their applications in the highest 

income range (74 percent versus 23 percent in the $15,001 

to $25,000 range). 

7. See Chapter 3, footnote 3, of this report. 

8. For the mutual savings bank model for Rochester, see Robert 

Schafer, Mortgage Lending Decisions, supra note 1, Table 

12-7. 

9. The Central Brooklyn-Fort Greene coefficient is actually 

significant at the five percent level. 

10. The results are the same in the Bronx-Kings-Queens mutual 

savings banks sample with the more detailed measures of 

neighborhood externalities. 

11. In the Bronx-Kings-Queens mutual savings banks sample, only 

applications on properties in East Flatbush, Fort Greene, 

Park Slope and Northeast Kings are more likely to be modified 

than ones on properties located in the portion of Queens 

County that is not alleged to be redlined. 

12. Mutual savings banks in the Bronx-Kings-Queens sample are also 

significantly (five percent level) more likely to deny appli-

cations on older properties. The denial ratio is 1.06. 

13. The modification results for mutual savings banks in the Bronx-

Kings-Queens sample are similar to those shown in Table 6-19. 

14. However, mutual savings banks in the Bronx-Kinds-Queens sample 

are more likely to modify applications on properties in largely 

black neighborhoods; the modification ratio is 1.49. Further-
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more, these same banks are also more likely to modify applica-

tions on properties in neighborhoods that have had an increase 

in their nonwhite population. A twenty percentage point in-

crease leads to a modification ratio of 1.25. Both of these 

effects are statistically significant at the five percent 

level. 

15. This also occurs in the mutual savings banks Bronx-Kings-Queens 

sample. The withdrawal ratio is small: 1.01. 
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