
CHAPTER 7 

MORTGAGE TERMS IN NEW YORK STATE 

This chapter analyzes the pattern of downward modification 

of loan amounts by bank type in those New York metropolitan areas 

for which sufficient data are available. The analysis covers 

commercial banks, mutual savings banks, and savings and loan 

associations in the New York-Nassau-Suffolk metropolitan area; 

savings and loan associations in the Rochester area; and commer-

cial banks in the Albany-Schenectady-Troy, Rochester and Syracuse 

metropolitan areas. By focusing on the difference between the 

requested and the granted loan amount for those applications 

with downward modifications, this chapter supplements 

the analysis of modification probabilities discussed in Chapter 

6. The models in this chapter represent the only analysis of 

final mortgage terms that can be performed with the New York 

data set, since interest rate and years-to-maturity data are 

not available.^" 

The specific question addressed here is whether some bor-

rowers experience larger downward modifications than others 

solely because of membership in groups not legally allowed to 

be considered by banks in their decision making process. Large 

downward modifications of loan amounts may yield effects similar 

to those of loan denial; the applicant may not be able to pro-

ceed with the house purchase because he/she cannot raise the 

additional down payment necessitated by the bank's decision not 

to lend the requested amount. 

The model used to test for discriminatory bank behavior of 
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this type must adequately control for the factors that banks may 

legitimately use to determine the size of the downward modifica-

tion. The control factors included in the modification models 

reported here are essentially the same as those in the decision-

to-lend models of the previous chapter; the only addition is a 

variable for the size of the requested loan. 

In the following sections, we first briefly discuss the per-

formance of the overall equations, focusing on the role of the 

control variables. We then report the equation implications 

for the hypothesis of discriminatory lending on the basis of 

sex and marital status, race, age, and property location. The 

results support the view that banks in the New York-Nassau-Suffolk 

metropolitan area discriminate on the basis of age and provide 

weak support for the hypothesis of discrimination against female 

applicants. 

CONTROL VARIABLES 

The estimated equations take the following form: 

MODOWN = f (REQLOAN, RLTOAV, BORR, NEIGH, DISC) 

where 

MODOWN = requested loan amount less granted loan amount, 

REQLOAN = requested loan amount, 

RLTOAV = the requested loan amount as a fraction of the 
appraised value, 

BORR = a vector of borrower characteristics (including 

income, net wealth, employment history, and requested 

loan amount in excess of two times income), 
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NEIGH = a vector of neighborhood characteristics (including 

level and change variables), 

and DISC = a vector of discrimination variables (including sex, 

marital status, race, age, location of property, neigh-

borhood age, and racial composition of neighborhood). 

The estimated equations for the five separate samples are 

reported in Appendix C, Tables C-8 and C-9. All equations are 

linear and were estimated using ordinary least squares. As can 

be seen from the summary statistics presented in Table 7-1, sample 

size ranges from a low of 75 for the Rochester savings and loan 

association sample to a high of 616 for the New York-Nassau-Suffolk 

commercial bank sample. The fraction of variation explained 

(R-square) varies from 0.33 for the mutual savings bank sample 

in New York-Nassau-Suffolk to 0.64 for the savings and loan as-

sociation sample in Rochester. All equations explain statisti-

cally significant proportions of the variation in the dependent 

variable. 

The size of the requested loan (REQLOAN) and the requested 
loan to appraised value ratio (RLTOAV) are the key control 

variables. In all but the New York-Nassau-Suffolk commercial 

bank sample, both variables exert statistically significant and 

positive effects on the size of the downward modification as ex-

pected . 

The requested loan amount acts as a scale variable; for any 

given degree of loan risk as measured by the requested loan to 

appraised value and other control variables, the dollar amount 

of the modification depends on the size of the loan. The coeffi-

cients of REQLOAN are remarkably similar across the four samples 
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Table 6-7 

Summary Statistics for Downward Modification 
a Equations: New York State 

AST-ROCH-SYR 
COM COM 

NYNS 
MSB SLA 

ROCH 
SLA 

Sample size 

R-square 

F-statistic 

P-value 

90 

0.59 

3. 86 

0.0001 

6.16 

0.43 

10 . 66 

0.0001 

386 
0. 33 

4.24 

0.0001 

179 
0.30 

1.97 

0.0036 

75 
0.64 

3.10 

0.0003 

a) The mutual savings banks equation is based on 1976-1977 mortgage 
applications data while the other equations are based on 1977-
1978 applications. The acronyms in the column headings are: 

Bank type 
COM - commercial banks 
MSB - mutual savings banks 
SLA - savings and loan associations 

Metropolitan areas 
AST - Albany-Schenectady-Troy 
NYNS - New York-Nassau-Suffolk 
ROCH - Rochester 
SYR - Syracuse 
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other than the New York-Nassau-Suffolk commercial bank sample and 

imply that differences of $1000 in the requested loan amount are 

associated with differences of approximately $100 in the amount 

by which loans are reduced. 

A higher requested loan amount in relation to appraised 

value also increases the predicted magnitudes of the downward 

modifications in these four samples. A difference of 10 per-

centage points in the ratio of the requested loan to appraised 

value increases the loan reduction by $456 to $1387 across sam-

ples, controlling for the size of the requested loan. Consider 

two applicants each requesting mortgage money for a home appraised 

at $55,000. If one requested $35,000 and the other $45,000 and 

if both requests are modified downward, the estimated equation 

suggest that on average the latter will receive $7805 more than 
2 

the former, ceteris paribus. In other words, borrowers who 

ask for larger amounts in relation to appraised value obtain 

larger amounts, but they receive less than the full amount of 

the requested difference. 

The results for the New York-Nassau-Suffolk commercial bank 

sample are harder to explain. Again the requested loan variable 

enters positively as expected (and with a larger magnitude than 

in the other four samples), but the requested loan to appraised 

value variable exerts a statistically significant negative im-

pact, contrary to expectations. The mean requested loan-to-

appraised value is lower and the size of the requested loan is 

higher on average and is characterized by greater variation in 

the New York-Nassau-Suffolk commercial bank sample than in the 

other four samples. The negative coefficient of RLTOAV may thus 
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reflect a negative correlation between REQLOAN and RLTOAV and 
some non-linearities not captured by the linear equation speci-
fication . ̂  

Somewhat surprisingly, very few of the variables represent-

ing the financial characteristics of the borrower enter the MO-

DOWN equations significantly. In other words, lenders appear 

to pay little attention to the income, net wealth, or employment 

stability of the applicant when deciding how much to reduce 

loans once it is decided that a loan reduction is in order. 

Even the size of the loan in relation to income appears to be 

relatively unimportant; the coefficient of the binary vari-

able measuring whether the requested loan exceeds two times in-

come is statistically insignificant in all but the New York-

Nassau-Suffolk commercial bank sample where it has an unexpected 

negative sign. Unlike the other samples, however, this new York-

Nassau-Suffolk commercial bank sample simultaneously implies, 

consistent with expectations, that applicants with higher incomc 

have smaller modification, ceteris paribus. Again, the unex-

pected negative sign on the requested loan in relation to income 

variable may reflect a pattern of correlation and non-

linearity not adequately captured by the model. 

The final set of control variables, the characteristics of 

the neighborhood, also have little explanatory power. With the 

exception of the 1975-1970 change in income (DINC) variable 

which enters positively in the New York-Nassau-Suffolk commer-

cial bank equation and the foreclosure rate (FORRATE) which 

enters positively in the New York-Nassau-Suffolk mutual savings 

bank equation, none of the neighborhood variables are significant 

in any of the equations. 
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DISCRIMINATION RESULTS 

The finding of a positive coefficient on a discrimination 

variable indicates that applicants who are members of the group 

in question (e.g. women, old people, blacks, or homebuyers in 

allegedly redlined neighborhoods) experience larger loan reduc-

tions than comparable applicants from the baseline groups. Lar-

ger loan reductions translate directly into large downpayments 

unless the borrower turns to an expensive second mortgage. In 

some cases, larger loan reductions may keep the applicant from 

purchasing the home at all and, thus, may be an indirect way for 

the bank to deny the loan. Provided the control variables in 

the MODOWN equations adequately represent the legitimate factors 

affecting the size of downward modifications, we can interpret 

statistically significant positive coefficients on any of the 

discrimination variables as support for the hypothesis of dis-

criminatory behavior. 

For each of the five samples, we have calculated the expected 

downward modification for a baseline application. This baseline 

application represents the type of application that bankers typi-

cally do not discriminate against; the applicants are a married, 

white, male-female couple; the wife is beyond childbearing aye 

and not working; the applicant is betwen 35 and 44; and the prop-
4 

erty is in the suburbs. With respect to all other characteris-

tics, the baseline application takes on average values for the 

particular MODOWN sample involved. In connection with each type 

of potential discrimination, the predicted downward modification 

for an application that differs from the baseline application in the 
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discrimination dimension only is reported and compared to the 

baseline downward modification for that sample. In this way, 

similarly situated applicants can be compared and the magnitude 

of the discriminatory differential can be put into perspective. 

Sex and Marital Status 

The results by sex and marital status are reported in Table 

7-2. Each entry represents the predicted amount by which the 

bankers in each of the five samples reduce requested loan 

amounts for applications differing from baseline applications 

only in terms of sex or marital status. The numbers in paren-

theses represent the ratio of the predicted MODOWN for the in-

dicated sex or marital status type to the type represented by 

the base. For example, the second entry in the second column 

indicates that commercial banks in the New York-Nassau-Suffolk 

metropolitan area reduce the actual loan below the requested 

loan on average by $4139 for an application that differs from 

the base only in that the wife is working. The 1.39 in paren-

theses indicates that this loan reduction is 39 percent higher 

than that for the base application. The absence of asterisks 

with this entry indicates that the coefficient on which it is 

based is statistically insignificant at the ten percent level. 

In general, a single asterisk means that the relevant coeffi-

cient is significant at the five to ten percent level, while 

two asterisks indicate the five or less percent significance 

level. 

With respect to discrimination based on sex, we find limited 
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Table 6-7 

Downward Modifications (Dollar Amounts and Ratios) 
by Sex and Marital Status for Baseline Applications; 

New York State3 

AST-ROCH-SYR NYNS ROCH 
COM COM MSB SLA SLA" 

Sex 
MFNCBNW 

(BASE) 

MFNCBW 
8249(1. 

5101(0. 

00) 

62) * 

2988(1. 

4139(1. 

00) 

39) 

6481(1. 

5621(0. 

00) 

87) 

2840(1. 

4242(1. 

00) 

52) 
4403(1. 

1 
00) 

MFCBW25- 34° 3636(0. 44) 4835(1. 62) 4439 (0. 68) 3739(1. 32) 1445(0. 3 3)** 

MFCBNW25 -34b 3233(0. 39) 5860 (1. 96) 
t) 

5350 (0. 82) 
. b 

3886(1. 37) 867 (0. 20) ** 

FONLYCB 

FONLYNCB 
* 

8751(1. * 06) 
4310(1. 

6321(2. 

44) 

11) * 

5809 (0. 

5628(0. 

89) 

87) 
* 

4928(1. 74) 
* 

1829 (0. 42) ** 

MONLY 5346 (0. 65) 3721(1. 25) 5933(0. 92) 4529(1. 40) 1967(0. 45) ** 

Marital 
Status 

MARRIED 
(BASE) 8249(1. 00) 2988(1. 00) 6481(1. 00) 2840(1. 00) 4403 (1. 00) 

SEP 

UNMAR 
* 

10156(1. 
4 

23) 
2934(0. 

3153(1. 

98) 

06) 

8777 (1. 

6091 (0. 

35) * 

94) 
* 

2288(0. 
4, 

81) 
t 

5000(1. * 14) 

a) The mutual savings banks estimates are based on 1976-1977 mortgage 
applications data while the other equations are based on 1977-1978 
applications. The acronyms used in the column headings are; 

Bank type 
COM - commercial banks 
MSB - mutual savings banks 
SLA - savings and loan associations 

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

The entries in the table represent the predicted downward modification 
(in dollars) for an applicant similar to the base application in all 
ways other than the characteristic listed. Numbers in parentheses 
represent the ratio of the downward modification for an application 
with the indicated characteristic to the downward modification for the 

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

May 1980



6-10 
Table 6-6 (continued) 

a) (cont'd) baseline application. See text for definition of the base-
line application. A single asterisk (*) indicates that the numerator 
of the ratio is statistically significantly different from the de-
nominator at the five-to-ten percent level. Two asterisks (**) in-
dicate that the difference is significant at the five or less percent 
level. 

b) These estimates are constructed by adding the effect of reducing the 
age of the applicant from the baseline range of 35-44 to the 25-34 
year old range to the effect related specifically to the sex category 
of the application. 
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statistically significant evidence of discriminatory behavior. 

The one significant finding consistent with discriminatory beha-

vior relates to commercial banks in New York-Nassau-Suffolk, who 

appear to reduce loans for female only applications with no fe-

males under 34 by more than twice the amount they reduce loans 

for baseline applications. Since this results in an additional 

downpayment of $3,333, the magnitude is not negligible. Although 

not statistically significant, the results suggest that these 

same banks may treat younger female-only applicants adversely as 

well. Members of this group (FONLYCB, with the applicant be-

tween 25 and 34) experience downward modifications 44 percent 

greater than those faced by baseline applicants. 

The finding that commercial banks in the New York-Nassau-

Suffolk area modify loans downward more for nonchildbearing fe-

male only households than for baseline applications sheds addi-

tional light on the Chapter 6 findings of a 0.47 denial ratio 

and a 1.42 modification ratio (neither of which is based on sta-

tistically significant coefficients) for these banks. The ex-

planation appears to be that in many cases the commercial banks 

have chosen not to deny mortgage loans to nonchildbearing women 

but instead to modify requested loan amounts downward by amounts 

not justified by the objective characteristics of the application. 
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Although the New York-Nassau-Suffolk commercial bank FONLYNCB 

coefficient is the only statistically significant positive coef-

ficient relating to the sex variables, the positive signs of many 

of the other female only coefficients should be noted. Ignoring 

the Rochester savings and loan sample for which all the ratios 

are well below one, five out of the remaining six ratios for 

female only applications exceed one. 

No similarly consistent pattern emerges for any of the 

other related variables. On the one hand, upstate commercial 

banks, Rochester savings and loan associations, and New York-

Nassau-Suffolk mutual savings banks appear to favor all six 

categories other than female only relative to the base; just 

the rever^Tls true for the New York-Nassau-Suffolk commercial 

banks and savings and loan associations. 

Turning to the results relating to differential treatment 

based on marital status, we find evidence to support the view 

that mutual savings banks in the New York-Nassau-Suffolk metro-

politan area discriminate against separated applicants. Speci-

fically, separated applicants applying for mortgages from these 

banks experience downward modifications that average thirty-five 

percent larger than those of married couples. Thus, a separated 

applicant must raise on average an additional $2,296 to make the 

downpayment just because of his/her marital status, given that 

the person is chosen for a downward modification in the first 

place. 
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No consistent pattern emerges across the other four sam-

ples in this regard. The pattern found for the New York-Nassau-

Suffolk mutual savings bank sample (i.e. a MODOWN ratio above 

one for separated applicants and below one for unmarried appli-

cants) suggests that distinguishing between married and sepa-

rated applicants may be important for the analysis. Unfortu-

nately, data limitations.prevent us from doing so in three of 

the five samples. 

Race 

The findings with respect to differential treatment based 

on race, summarized in Table 7-3, generally are inconsistent 

with the hypothesis of discriminatory behavior in the decision 

determining the amount by which requested loan amount is to be 

reduced. Many of the ratios are less than one, implying that, 

if anything, lenders modify loans downward by less for members 

of racial minorities than for similarly situated whites; fur-

thermore, none of the three ratios greater than one is derived 

from a statistically significant coefficient. Recall, however, 

that minorities may be discriminated against in a more direct 

fashion; they may be differentially denied the loan (see Chap-

ter 6) . 

When the results are combined with the denial and modifica-

tion ratios discussed in Chapter 6, the following picture emerges. 
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Table 6-9 

Downward Modifications (Dollar Amounts and Ratios) 
£ by Race for Baseline Applications: New York State 

ffYNS 
MSB SLA 

6481(1.00) 2840 (1.00) 

4960 (0.77)* 3616 (1.27) 

5365(0.83) 1951(0.69) 

White (Base) 

Black 

Hispanic 

Other 
Minority 

AST-ROCH-SYR 
COM 

8249 (1.00) 

t 
7125(0.86) 

I 

COM 

2988(1.00) 

3673(1.23) 

2509(0.84) 

1910(0.64) 7243 (1.12) 2814(0.99) 

ROCH 
SLA 

4403(1.00) 

t 
3280 (0.74) 

I 
a) The mutual savings banks estimates are based on 197 6-1977 mortgage 

applications data while the other equations are based on 1977-1978 
applications. The acronyms used in the column headings are: 

Bank type 
COM - commercial banks 
MSB - mutual savings banks 
SLA - savings and loan associations 

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

The entries in the table represent the predicted downward modifica-
tion (in dollars) for an applicant similar to the base application 
in all ways other than the characteristic listed. Numbers in paren-
theses represent the ratio of the downward modification for an ap-
plication with the indicated characteristic to the downward modifi-
cation for the baseline application. See text for definition of 
the baseline application. A single asterisk (*) indicates that the 
numerator of the ratio is statistically significantly different from 
the denominator at the five-to-ten percent level. Two asterisks 
(**) indicate that the difference is significant at the five or less 
percent level. 
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Bankers are more likely to modify the loan amount on applications 

from minorities than from whites, but once they decide to modify 

the loan, lenders do not reduce loan amounts excessively below 

requested amounts for members of racial minorities. Thus, the 

evidence presented here is not consistent with the view that 

bankers use the modification alternative to give minorities 

harsher loan terms than otherwise warranted. Given denial 

ratios for minorities consistently above one, we conclude that 

the evidence is consistent with the view that most bankers in New 

York State discriminate against minorities by denying loans out-

right rather than by imposing harsher terms. 

Age of the Applicant 

Turning now to the results by age, we find evidence that 

some banks reduce loan amounts by more for applicants over 45 

than for otherwise comparable younger applicants. As summarized 

in Table 7-4, the results support the hypothesis that both com-

mercial banks and savings and loan associations in the New York-

Nassau-Suffolk metropolitan area discriminate against applicants 

between the ages of 45 and 54 and against those over 54. All four 

coefficients on which this conclusion is based are statistically 

significant at the five percent level or less. While the direc-

tion of impact for applicants in these age groups in the New York-

Nassau-Suffolk mutual savings bank sample is consistent with the 

hypothesis of discriminatory behavior as well, the statistical 

insignificance of the relevant coefficients makes it impossible 

to reject the hypothesis that these banks treat older applicants 
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Table 7-4 

Downward Modifications (Dollar Amounts and Ratios) 
by Age for Baseline Applications; New York State 

AST-ROCH-SYR NYNS ROCH 
COM COM MSB SLA SLA 

Under 25 3768 (1. 26) 6241(0. 96) 3371(1. 19) 4449 (1 .01) 
5704 (0. 69) * * 

25-34 * 4036(1. 35) 5574(0. 85) 2855 (1. 01) 3392 (0 .77) 

35-44(Base) 8249(1. 00) 2988(1. 00) 6481(1. 00) 2840(1. 00) 4403 (1 .00) 

45-54 t 6083(2. 04) ** 7223 (1. 11) 4738(1. 67) ** 4805(1 .09) 
5358 (0. 65) * * 

Over 54 7352 (2. 46) ** 7448(1. 15) 6098 (2. 15) ** 2475 (0 .56) 

a) The mutual savings banks estimates are based oh 1976-1977 mortgage 
applications data while the other equations are based on 1977-1978 
applications. The acronyms used in the column headings are: 

Bank type 
COM - commercial banks 
MSB - mutual savings banks 
SLA - savings and loan associations 

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

The entries in the table represent the predicted downward modifica-
tion (in dollars) for an applicant similar to the base application 
in all ways other than the characteristic listed. Numbers in paren-
theses represent the ratio of the downward modification for an ap-
plication with the indicated characteristic to the downward modifi-
cation for the baseline application. See text for definition of 
the baseline application. A single asterisk (*) indicates that the 
numerator of the ratio is statistically significantly different from 
the denominator at the five-to-ten percent level. Two asterisks 
(**) indicate that the difference is significant at the five or less 
percent level. 
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the same as they treat younger applicants. Neither of the upstate 

samples gives evidence of discrimination against older applicants 

either; indeed, the commercial banks in the Albany-Schenectady-

Troy, Rochester, Syracuse area appear to reduce loans by less for 

older applicants relative to younger applicants. 

For the New York-Nassau-Suffolk commercial banks and savings 

and loan associations samples, the magnitudes of the predicted 

downward modifications for applicants over 45 who are otherwise 

comparable to the baseline applicant are substantial; they range 

from $4738 for 45-54 year old applicants at savings and loan asso-

ciations to $7352 for applicants over 55 at commercial banks. The 

differences between the predicted downward modifications for the 

applicants over 45 and those for the base applicants show that up 

to 60 percent of each predicted loan reduction for older appli-

cants represents the effect of age alone. 

These findings shed additional light on the denial and modi-

fication ratios reported for these New York-Nassau-Suffolk banks 

in Chapter 6. Denial ratios close to one suggest that the commer-

cial banks do not discriminate against older applicants. The high 

modification ratios for the two oldest age groups, however, com-

bined with the finding that the commercial banks reduce loans more 

in the case of older applicants than in the case of younger appli-

cants suggests that the modification ratios indicate discriminatory 

behavior. In the case of the savings and loan associations, high 

denial ratios for older applicants directly indicate age discrimi-

nation while the large downward loan modifications on applications 

from older applicants lends further support to the discriminatory 
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behavior hypothesis even though the predicted probabilities of 

modification are low. 

Because of the way the models are specified, the effect of 

age on the size of the downward modification is invariant with 

respect to the sex of the applicant. The specification does im-

ply, however, that the effects of sex and age are additive. This 

additivity is particularly relevant for the New York-Nassau-Suffolk 

commercial bank sample where larger than warranted downward modi-

fications were found for female only applicants above childbearing 

age. Combining this finding with the findings by age, the follow-

ing implications emerge. Commercial banks would reduce the loan 

amount by $9416, on average, on applications, otherwise similar 

to the baseline application, from female applicants between 45 and 

54 with no childbearing age women and by $11,685 on applications 

from those female applicants over 54. These modifications are 

3.15 and 3.90 times the predicted downward modifications for the 

male-female baseline application. Thus, the allegation that older 

women are treated differently from similarly situated younger 

male-female couples is supported for New York-Nassau-Suffolk com-

mercial banks. 

With respect to young applicants, we find little evidence 

of discriminatory behavior. The one possible exception is the 

almost statistically significant positive effect for 25-34 year 

olds in the New York-Nassau-Suffolk commercial bank sample. The 

direction of impact is mixed across the five samples and none of 

the positive coefficients are statistically significant at the 

10 percent level. 
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Redlining 

Four of the five samples analyzed in this chapter have too 

few observations to permit examination of the hypothesis of dif-

ferential downward modifications in neighborhoods alleged to be 

redlined. Only the New York-Nassau-Suffolk commercial bank 

sample permits such a test. As reported in Table 7-5, downward 

modification ratios greater than one occur with respect to ap-

plications from only the alleged redlined areas and Manhattan. 

Although neither of the coefficients on which these ratios are 

based is statistically significant at the 10 percent (two-tail) 

level, their magnitudes and their significance at a 10 percent 

(one-tail) level suggest that they should not be dismissed com-

pletely. At most we can say that the evidence weakly supports 

the view that applicants from areas alleged to be redlined ex-

perience greater downward modifications than similarly situated 

suburban applicants. 

Finally, the downward modification data do not support 

allegations that bankers treat applications from older neigh-

borhoods or from neighborhoods with high proportions of blacks 

differently than those from other neighborhoods. The only pos-

sible exception to this conclusion is found in the Rochester 

savings and loan association sample where a 10 percentage point 

increase in the percent black is associated with a $1299 increase 

in the average downward modification for a baseline applicant. 

The coefficient just misses statistical significance at the 10 

percent level. 
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Table 7-5 

Downward Modifications (Dollar Amounts and Ratios) 
by Location for Baseline Applications 

at Commercial Banks in 
New York and Nassau-Suffolk SMSAsa 

Suffolk County (base) 2988(1. 00) 

Alleged redlined areas 5590(1. 87) 

Northeast Kings 1076(0. 36) 

South Kings 2002 (0. 67) 

North Bronx 1706(0. 57) 

Rest of Queens 2513(0. 84) 

New York County (Manhattan) 5381(1. 80) 

Richmond (Staten Island) 375 (0. 13) 

Rockland 429 (0. 14) 

Westchester 1616(0. 54) 

Nassau 1916(0. 64) 

a) The estimates are based on 1977-
1978 mortgage applications data. The entries in the table 
represent the predicted downward modification (in dollars) 
for an applicant similar to the base application in all ways 
other than the characteristic listed. Numbers in parenthe-
ses represent the ratio of the downward modification for an 
application with the indicated characteristic to the down-
ward modification for the baseline application. See text 
for definition of the baseline application. A single aster-
isk (*) indicates that the numerator of the ratio is statis-
tically significantly different from the denominator at the 
five-to-ten percent level. Two asterisks (**) indicate that 
the difference is significant at the five or less percent 
level. 
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SUMMARY 

The evidence does not support the hypothesis that banks in 

New York State make widespread use of excessive loan reduction 

as a technique for discriminating against certain types of appli-

cations. On the other hand, the evidence supports the view 

that banks in the New York—Nassau—Suffolk area use this method 

to discriminate in some instances. The strongest finding is 

that commercial banks and savings and loan associations appear 

to discriminate against applicants over 45. When combined with 

the finding that the commercial banks also treat applications 

from female only households with no woman of childbearing age 

adversely, this finding has particularly strong implications 

for the treatment of older women. Evidence of adverse treat-

ment of separated applicants was found in the mutual savings 

bank sample. While no discriminatory behavior based on the 

race of the applicant was discovered, the results weakly sug-

gest that excessive modifications may occur for applicants 

purchasing properties in areas alleged to be redlined. 
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Footnotes 

1. Since New York State's usury law was binding during our study 

period, analysis of interest rates would not be fruitful in 

any case. 

2. This calculation is based on a weighted average of the coeffi-

cients across the four samples. The 10,000 difference in re-

quested loan increases the downward modification by $960 while 

the increase in RLTOAV from 0.63 to 0.82 increases the modifica-

tion by $1235. Hence, the additional amount granted is 7805 

( = 10,000 - 2195) instead of $10,000. 

3. Because of this unexpected sign of RLTOAV, a variety of alter-

native model specifications, including non-linear specifica-

tions, were estimated for the New York-Nassau-Suffolk commer-

cial bank sample. The results with respect to the discrimina-

tion variables were remarkably stable across specifications. 

4. In the New York-Nassau-Suffolk metropolitan area, the baseline 

suburb is Suffolk County and in the Rochester area, it is 

Monroe County. The combined upstate data base requires 

two modifications to the baseline application; first, the base-

line application is expanded to include those married male-

female couples where the wife is beyond childbearing age and 

is working and second, since no location variables are in-

cluded in the equation, the base location is the entire study 

area. 
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