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Mr. Chairman, Members of the Committee:
I appreciate the opportunity to discuss with you today the 

Home Mortgage Disclosure Act (HMDA) of 1975 and to set forth the 
Federal Deposit Insurance Corporation’s position on renewal and 
amendment of the Act.

Chairman Sprague on several occasions has publicly supported 
permanent extension of the Act, and I am here today to reaffirm 
that commitment.

HMDA data are used extensively in Standard Metropolitan 
Statistical Areas by FDIC examiners in assessing the records of 
banks in meeting community credit needs under the Community 
Reinvestment Act. We foresee that with improvement and refine
ment in reporting techniques, HMDA data can be developed into 
an even more significant contribution to our enforcement of CRA 
and other consumer laws. A two-year study by outside contractors 
has confirmed our own observations that HMDA reporting accuracy 
needs improvement. We plan to continue working with our insti
tutions and helping to show them how to meet their reporting 
obligations under HMDA.

The law requires each depository institution that has a 
home or branch office in a Standard Metropolitan Statistical Area 
(SMSA) and assets of more than $10 million to compile and^make 
publicly available the number and total dollar amount of mortgage 
loans which it originated or purchased during its fiscal year 
on properties within each SMSA in which it has an office.
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Regulated institutions are required to aggregate mortgage 
loan data on property located in SMSAs and to itemize such data 
by census tracts if possible, or by ZIP code. The data must 
indicate the number and amount of conventional mortgage loans, 
federally-insured and guaranteed mortgage loans, home Improve
ment loans and loans on properties In which the mortgagor did 
not intend to reside at the time of the purchase.

The statute requires a covered institution to maintain this 
information for at least five years at its home office and at 
least one branch office within any SMSA in which it has offices.
If the Institution has branches in more than one SMSA, one branch 
within each SMSA is required to maintain detailed data by census 
tract only with respect to mortgage loan activity within that SMSA

HMDATs objective is to make publicly available data on the 
amounts, types and locations of mortgage lending activity of regu
lated depository institutions within SMSAs.

USES OP HMDA DATA
The supervisory agencies are probably the most regular, 

systematic users of the data. At PDIC, use of HMDA statements is 
an integral part of our compliance examinations —  operations that 
are demanding an increasing proportion of examiner time and "* 
resources. We expect to conduct 5,525 compliance examinations in 
1980, an increase of 900 from 1979, and we estimate that each such 
examination will average 70 hours, an Increase of 14 hours from 
1979.
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Compliance with 15 consumer and civil rights laws are 
reviewed during these examinations, and HMDA disclosure 
statements are an important resource in our review of three 
laws which together constitute a significant part of that 
workload —  the Community Reinvestment Act, which alone accounts 
for about 15 percent of compliance examination time, the Pair 
Housing Act and the Equal Credit Opportunity Act.

An accurate and complete HMDA statement gives our examiners 
a convenient listing of mortgage loans aggregated by census 
tract and thus is particularly useful in examining institutions 
with large mortgage volumes. Without such a listing, our 
examiners would have to compile similar data from individual 
loan records and then laboriously geocode them —  that is, 
assign them to census tracts.

A check with our regions last week showed that HMDA is 
most heavily used by our examiners in the New York, Chicago 
and other big-city regions. We find that HMDA is primarily 
an urban tool.

Our examiners use HMDA data in three ways in connection 
with CRA. The data are used, first, as one factor in assess
ing the reasonableness of the community delineated by the bank. 
They are used, second, to assess the bank’s performance in 
meeting community credit needs within its delineated community, 
including minority and lower-income neighborhoods in that area. 
And finally, the data are used in investigations connected 
with bank applications for a deposit facility.
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Reviewing the reasonableness of banks’ community delinea
tions is a continuing need. As banks merge, move or open new 
offices, their communities may change and require a new review 
by our examiners.

Bank performance under CRA is a continuing obligation, and 
our examiners must periodically review banks’ records to assess 
compliance.

Investigating for applications is also a continuing, 
function. Under the law, we must consider the records of banks 
in meeting community credit needs in connection with all applica
tions —  not just those that are protested. In 1980, we expect 
to make 1,800 investigations for applications, an increase of 250 
from 1979«

In brief, there is a definite and continuing need for HMDA 
data during our regular operations. As we continue to assist 
banks in understanding their obligations and learning how to 
compile HMDA data, we expect the accuracy of the data to 
improve and our compliance programs to benefit accordingly.

HMDA data are also used to some extent by community organ
izations, public interest groups and local governments to promote 
greater reinvestment in communities in SMSAs. Such use can cut 
both ways: it can assist in documenting a charge of lack of 
responsiveness to community needs, or it can help to refute 
unsubstantiated or inaccurate accusations against individual 
institutions.

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



-5-

To date, the FDIC has received 25 CP.A protests of 
applications by banks —  22 involving new branches, one relat
ing to a merger request, one associated with the relocation 
of a main office, and one involving the granting of deposit 
insurance to a new bank being formed by a bank holding company. 
In 23 of these cases, including five protests by other banks 
based on competitive considerations, HMDA disclosure statements 
were used by the protesting party to support its challenge to 
the bank's application. The two CRA protests which did not rely 
on HMDA statements were also brought by other banks.

HMDA STUDY
Last month the FDIC and the Federal Home Loan Bank Board 

submitted to your committee the report of our jointly sponsored 
study on the Home Mortgage Disclosure Act.

Part of the study, contracted to Resource Consultants,
Inc., of Phoenix, Arizona, sought to show the correlation of 
mortgage lending activity to the nature of various kinds of 
neighborhoods. The remainder of the study, contracted to JRB 
Associates, Inc., of McLean, Virginia, focused on the useful
ness, accuracy and completeness of HMDA data for purposes of 
improving administration of the Act and the institutions' 
ability to comply.

Resource Consultants, Inc., used U.S. census data to 
classify kinds of neighborhoods within each of three SMSAs —  
Buffalo, Chicago and San Diego —  according to location and
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age of housing stock and the Income and ethnic heritage of 
residents. Then RCI extracted mortgage lending statistics 
from the HMDA disclosure reports submitted to the PDIC and 
FHLBB (for banks and savings and loan associations respectively) 
and matched these figures with the neighborhood categories.

Both sources of data are imperfect: the U.S. census 
material because it dates from the 1970 decennial census and 
the HMDA disclosure reports (which are from 1977) because they 
reflect considerable error of content. RCI attempted to include 
in its review all 525 HMDA-covered institutions in the three 
SMSAs but was able to obtain usable reports only for three quarters 
of these institutions.

Prom the usable data, RCI constructed a table for each of 
the three SMSAs showing the number and amount of mortgage loans 
in 1977 for multifamily (five or more units) and one-to-four 
family dwellings in various kinds of neighborhoods as they 
were composed In 1970. Generally, the tables showed that 
significant portions of the mortgage lending activity went 
for residences outside SMSAs and for lending within SMSAs 
to newer areas inhabited largely by non-minority, middle- 
to-upper income borrowers.

The JRB Associates portion of the study, in evaluating 
the extent of the error rate in HMDA reports, found that 35 
percent of institutions in the Chicago SMSA had an unaccept
ably low accuracy record on geocoding (assigning loans to the 
proper census tract) and that half of the Institutions in
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Buffalo and San Diego SMSAs and 80 percent of those in the 
Chicago 3MSA had unacceptably low accuracy on aggregation 
(compiling the loan disclosure data by amount, type of 
loan, type of property, census tract and other features).

The JRB portion of the study was based on detailed 
review of 44 institutions chosen at random, as follows: 
eight in the Buffalo SMSA, 10 in San Diego and 26 in Chicago. 
In the course of its work, JRB performed a series of component 
studies on such aspects of HMDA as "Compliance Analysis," 
"Completeness," "Double Counting," "Accuracy of Disclosure 
Statement Preparation," and other features.

In its Compliance Analysis, undertaken to determine use
fulness of HMDA data in determining compliance with the Pair 
Housing Act, the Equal Credit Opportunity Act, and the 
Community Reinvestment Act, the contractor concluded:
"The regulatory agencies currently use home mortgage dis
closure data as an integral and essential part of their 
compliance examinations, and investigations and procedures 
for use differ among various regions and districts."

In its component study on "Cost of Compiling Home 
Mortgage Disclosure Statements," JRB Associates found that 
costs of compliance to institutions varied substantially in 
1977: an average $4,200 per institution in Buffalo, $2,800 
in San Diego and $1,400 in Chicago. The contractor reported 
that cost per loan incurred by the 44 institutions ranged 
from a low of $0.21 to a high of $13-73. JRB developed an
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average cost per loan for the Institutions of $1.42 and 
projected an annual industry wide cost of $5-8 million. *

AMENDMENTS TO THE ACT
I believe that the Act should be made permanent. The 

public disclosure purposes of the statute and the law’s 
contribution to our own compliance enforcement efforts 
justify it. The functioning of the law can be reviewed 
periodically for amendment as experience demonstrates the 
need. Congressional oversight and our own review process 
will provide information on which to judge the need for 
future changes in the law.

The PDIC also supports amending the Act to require 
all reporting institutions to adhere to a standardized 
calendar year reporting period. A standardized period 
would make the data for a given SMSA more meaningful for 
comparison and data aggregation purposes and would increase 
their utility for public users and regulators.

We recognize that the concept of improved public access
ibility to mortgage lending data has certain merit; however, 
we believe that any proposal for the establishment and main
tenance of centralized collection points nationwide requires 
further exploration.

Most of the 288 SMSAs in the United States do not have 
an office of a Federal regulatory agency or a government 
depository library within their boundaries. Establishing
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centralized collection points in such areas would be a sizable 
and expensive undertaking. Additionally, we understand that 
most of the institutions we supervise have received relatively 
few requests from individuals for disclosure statements.

Requests from community and consumer organizations seemed 
to pick up in 1979 as these groups began to make use of HMDA 
data in connection with CRA activities.

We would propose that any move toward centralized collec
tion points be preceded by an experimental program which would 
seek to determine costs, benefits, administrative workload and 
other considerations involved in deploying a nationwide system.
An experimental approach would help assess the need and determine 
the costs to institutions and regulators of various methods of 
improving public availability of HMDA disclosure data.

We believe our efforts should now be concentrated on 
improving implementation of the Home Mortgage Disclosure 
Act within its present scope, and we would therefore recom
mend no expansion of coverage either to institutions outside 
SMSAs or to institutions with less than $10 million in assets 
at this time. The primary value of HMDA statements is that
they can be used in conjunction with other demographic data

*

based on census tracts to help determine the geographic 
distribution of housing-related loans among neighborhoods 
according to borrowers’ income level and ethnic heritage.

Outside SMSAs, census tracts are virtually nonexistent.
ZIP code areas are not so suitable for neighborhood-type
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comparisons because ZIP codes in rural areas usually cover 
much more territory and tend to be demographically less 
homogeneous than urban census tracts.

We would not object to proposals to authorize the 
Secretary of Housing and Urban Development to release such 
information as HUD has with respect to mortgage loans 
originated by lenders, such as mortgage bankers, who are 
approved for mortgage insurance under Titles I and II of 
the National Housing Act and who are not subject to a 
financial institution regulator.

With regard to the establishment and definition of 
SMSAs, we support an amendment to reflect the transfer of 
statistical functions from the Office of Management and 
Budget to the Department of Commerce.

Finally, the FDIC recommends that HMDA1s coverage be 
extended to include insured branches of foreign banks. The 
law is unclear on the applicability of HMDA to these 
branches, although it is our view that insured foreign 
branches probably are subject to HMDA to the extent that 
they make federally-related mortgage loans. Insured branches 
of foreign banks are subject to the Community Reinvestment 
Act, the Truth-in-Lending Act, the Equal Credit Opportunity 
Act and other consumer laws and regulations. Clarification 
of the applicability of HMDA would be appropriate.
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We at the FDIC remain committed to even more effective 
administration of HMDA. Our objectives will remain unchanged 
to help lending institutions better understand and comply with 
the requirements of the Act, to improve the efficiency and 
effectiveness of our enforcement, and to make HMDA data more 
useful to banks, the public and the regulators.
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