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FOREWORD 

When the Office of Policy Development and Research began its Women 
and Mortgage Credit Project, we were motivated by our awareness that, in 
the past, mortgage lenders had discriminated against women. Indeed, 
lenders themselves have acknowledged their past practice of discounting 
wives' incomes. 

In addition, research on homeownership had also indicated that women 
were much less likely to purchase homes than men with similar incomes-
Was this because women were being discriminated against? 

Until recently, i t was impossible to test directly for discrimination 
in the mortgage market because we did not have the necessary data. Then 
several states ~ among them, California and New York — began to require 
state-regulated lending institutions to maintain data, including rejected 
applications, that would permit monitoring of lending practices on the 
basis of both sex and race. (This happened even before the implementation 
of the reporting requirements of the Equal Credit Opportunity Act.) So 
while continuing to urge women and minorities to enter the mortgage market, 
we decided, as part of the research component of the Women and Mortgage 
Credit Project, to examine the newly available data. 

Note that only two states are involved. Note also that the study 
cannot te l l us whether there is discrimination at the pre-application 
stage, with lenders discouraging women and minorities from even applying 
for a mortgage. But with these cautions observed, the study reveals 
l i t t l e evidence of discrimination against women in the mortgage market 
or of the discounting of wives' incomes. 

On the other hand, the study shows continued widespread discrimination 
against minorities and, to our surprise, some evidence of discrimination 
against "male-only" applicants. 

This two-volume report also puts the l ie to another assumption ~ that 
social science research only te l ls you what you already know. I t does not. 
Read on. 

Donna E. Shalala 
Assistant Secretary 
for Policy Development 

and Research 
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EQUAL CREDIT OPPORTUNITY: 
ACCESSIBILITY TO MORTGAGE FUNDS 

BY WOMEN AND BY MINORITIES 

by Robert Schafer and Helen F . Ladd 

Suinmary of Resul ts 

INTRODUCTION 

A v a r i e t y of f e d e r a l and s t a t e s t a t u t e s c u r r e n t l y makes i t 

i l l e g a l f o r banking i n s t i t u t i o n s , when g r a n t i n g mortgage loans , 

to d i s c r i m i n a t e a g a i n s t c e r t a i n borrowers on t h e b a s i s of p e r -

sonal c h a r a c t e r i s t i c s such as r a c e , sex, or m a r i t a l s t a t u s or 

on the bas is of the a r b i t r a r y use of c e r t a i n c h a r a c t e r i s t i c s 

of the p r o p e r t y they wish t o buy such as i t s age or l o c a t i o n . 

These laws r e f l e c t two s o c i a l concerns. One p e r t a i n s t o i n d i -

v i d u a l j u s t i c e and the o t h e r t o the v i a b i l i t y o f urban ne igh-

borhoods . 

G e n e r a l l y accepted concepts o f j u s t i c e demand t h a t i n d i v i d -

u a l s not be t r e a t e d a d v e r s e l y j u s t because they happen t o have 

c e r t a i n c h a r a c t e r i s t i c s i n common. Membership i n c e r t a i n groups, 

e s p e c i a l l y those d e f i n e d by the c o l o r o f a person 's s k i n , has i n 

t h e past r e s u l t e d i n d i f f e r e n t i a l t r e a t m e n t . Th is concept of 

j u s t i c e and i t s h i s t o r i c v i o l a t i o n s have l e d t o laws t h a t p r o -

h i b i t d i s c r i m i n a t o r y l e n d i n g on the bas is o f c e r t a i n unaccept-

a b l e c a t e g o r i e s w h i l e a l l o w i n g d i f f e r e n t i a t i o n based on o t h e r , 

more o b j e c t i v e , f a c t o r s r e l a t e d t o the r i s k i n e s s of t h e l o a n , 

such as t h e income®of the a p p l i c a n t or the a p p l i c a n t ' s ne t 

w e a l t h . The f e d e r a l Equal C r e d i t Oppor tun i ty Act (as amended, 

March 23, 1976) embodies t h i s concept o f f a i r n e s s : 
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I t s h a l l be un lawfu l f o r any c r e d i t o r to d i s c r i m i n a t e 
aga ins t any a p p l i c a n t , w i t h respec t t o any aspect of a 
c r e d i t t r a n s a c t i o n -

(1) on the b a s i s of r a c e , c o l o r , r e l i g i o n , n a t i o n a l 
o r i g i n , sex, or m a r i t a l s t a t u s , or age (provided 
the a p p l i c a n t has the c a p a c i t y t o c o n t r a c t ) ; 

(2) because a l l or p a r t o f t h e a p p l i c a n t ' s income 
d e r i v e s from any p u b l i c ass is tance program; or 

(3) because the a p p l i c a n t has i n good f a i t h e x e r -
c ised any r i g h t under the Consumer C r e d i t Pro-
t e c t i o n A c t . 

Community a c t i v i s t groups have been i n s t r u m e n t a l i n the de-

velopment of laws t h a t r e q u i r e d i s c l o s u r e of mortgage l e n d i n g 

by census t r a c t or z i p code, t h a t encourage f i n a n c i a l i n s t i t u -

t i o n s to "he lp meet the c r e d i t needs o f the l o c a l communities 

i n which they are c h a r t e r e d c o n s i s t e n t w i t h the safe and sound 

o p e r a t i o n of such i n s t i t u t i o n s , " or t h a t make d i s c r i m i n a t i o n on 

the bas is of the age or l o c a t i o n of a b u i l d i n g i l l e g a l . These 

groups b e l i e v e t h a t l end ing i n s t i t u t i o n s c o n t r i b u t e t o the de-

c l i n i n g q u a l i t y of l i f e i n c e r t a i n urban neighborhoods by r e -

f u s i n g to g r a n t mortgages even though demand e x i s t s , or by 

g r a n t i n g mortgages w i t h l e s s f a v o r a b l e terms even though the 

expected y i e l d and r i s k o f loss are the same as i n o ther n e i g h -

borhoods. They a l l e g e t h a t o l d e r or l a r g e l y m i n o r i t y ne ighbor -

hoods a r e u s u a l l y the t a r g e t of these p r a c t i c e s which a re com-

monly known as " r e d l i n i n g . " 

T h i s study uses mortgage a p p l i c a t i o n da ta to examine the 

e x t e n t t o which urban mortgage lenders d i s c r i m i n a t e on the b a s i s 

o f borrower c h a r a c t e r i s t i c s t h a t a r e i l l e g a l and the e x t e n t t o 

which a l l e g a t i o n s by a n t i - r e d l i n i n g groups a re v a l i d . I t s focus 

on t h e l e n d e r ' s d e c i s i o n to l e n d , r a t h e r than on the aggregate 

volume of l e n d i n g by geographic a r e a , d i f f e r e n t i a t e s t h i s study 
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from most prev ious s t u d i e s . 

The b a n k e r ' s mortgage l end ing d e c i s i o n i s on ly one l i n k i n 

a c h a i n o f d e c i s i o n s t h a t determines the e x t e n t t o which decent 

housing i s a c c e s s i b l e to women and m i n o r i t i e s . Other a c t o r s i n 

t h e urban housing market have a major r o l e i n de te rmin ing whether 

or no t women and m i n o r i t i e s can buy homes. Among them are r e a l 

e s t a t e brokers who may s t e e r buyers away from or toward c e r t a i n 

neighborhoods because of t h e i r r a c e , sex, or m a r i t a l s t a t u s ; 

r e a l e s t a t e a p p r a i s e r s who may underappra ise c e r t a i n types of 

p r o p e r t y f o r d i s c r i m i n a t o r y reasons; or insurance companies who 

may r e f u s e t o s e l l f i r e insurance t o c e r t a i n geographic areas 

or c a t e g o r i e s o f homeowners. The a n a l y s i s of the r o l e of these 

a c t o r s ( w i t h the excep t ion of a p p r a i s e r s ) i s beyond the scope 

o f t h i s s tudy . One must keep t h e i r i n t e r a c t i o n s w i t h mortgage 

l enders i n mind, however, when i n t e r p r e t i n g the r e s u l t s of t h i s 

s tudy . For example, i f banks do not appear to d i s c r i m i n a t e 

a g a i n s t m i n o r i t i e s i n making mortgage loans , t h e i r a c t i o n s may 

on ly be a r e s u l t o f advance screen ing by r e a l e s t a t e brokers 

who t e l l t h e i r m i n o r i t y c l i e n t s t h a t they should not even apply 

f o r a bank l o a n . 

THE NATURE OF THE STUDY 

Lenders may l i m i t or r e s t r i c t t h e access t o mortgage c r e -

d i t o f women, m i n o r i t i e s , t h e e l d e r l y , and those t r y i n g t o p u r -

chase houses i n a l l e g e d l y r e d l i n e d areas i n a t l e a s t f o u r ways. 

F i r s t , a l ender may d iscourage c e r t a i n p o t e n t i a l borrowers from 

s u b m i t t i n g a f o r m a l a p p l i c a t i o n f o r a mortgage. Second, the 
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person a u t h o r i z e d by the lend ing i n s t i t u t i o n t o es t imate the 

va lue o f , or a p p r a i s e , the p roper ty may d i f f e r e n t i a l l y and sys-

t e m a t i c a l l y underappraise c e r t a i n types of p r o p e r t i e s r e l a t i v e 

t o o t h e r s . (Underappra isa l of t h i s type reduces the maximum 

loan amount below what i t would be w i t h n o n - d i s c r i m i n a t o r y ap-

p r a i s a l . ) T h i r d , the lender may use c r i t e r i a t o e v a l u a t e loan 

a p p l i c a t i o n s t h a t r e s u l t i n systemat ic d i s c r i m i n a t i o n a g a i n s t 

c e r t a i n types of a p p l i c a n t s w i t h the r e s u l t t h a t such a p p l i -

cants face h igher p r o b a b i l i t i e s of loan d e n i a l or adverse modi-

f i c a t i o n than other a p p l i c a n t s . Four th , the lender may a r b i -

t r a r i l y impose harsher mortgage terms ( e . g . , h igher i n t e r e s t 

r a t e s , s h o r t e r m a t u r i t y pe r iods , or h i g h e r loan fees) on some 

a p p l i c a n t s than on o t h e r s . I f the p o t e n t i a l borrower cannot 

a f f o r d t h e harsher terms, t h i s p r a c t i c e i s tantamount t o the 

o u t r i g h t d e n i a l of the l o a n . 

Th is study deals w i t h th ree o f these four ways t h a t l e n d -

ers may l i m i t the access t o mortgage c r e d i t . Since our da ta 

base inc ludes on ly fo rma l a p p l i c a t i o n s , we are unable t o exa-

mine the f i r s t method, p r e - s c r e e n i n g by l e n d e r s . Th is i s un-

f o r t u n a t e ; many a l l e g e t h a t p r e - s c r e e n i n g , a l though i l l e g a l , 

i s a w i d e l y used way f o r lenders to p r a c t i c e d i s c r i m i n a t i o n . 

To t h e e x t e n t t h a t our r e s u l t s prov ide evidence of d i s c r i m i n a -

t i o n a t t h e subsequent stages of the l end ing process, they sug-

ges t t h a t d i s c r i m i n a t o r y p r e - s c r e e n i n g may e x i s t as w e l l . The 

r e v e r s e i s not t r u e , however; absence of evidence suppor t ing 

charges o f d i s c r i m i n a t i o n r e l a t e d t o formal a p p l i c a t i o n s does 

n o t imply a l a c k of d i s c r i m i n a t i o n a t the p r e - a p p l i c a t i o n stage, 
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T h i s summary r e p o r t s on t h e e x a m i n a t i o n o f a l l e g a t i o n s o f 

l e n d e r d i s c r i m i n a t i o n on t h e b a s i s o f one or more o f t h e f o l l o w -

i n g p r o h i b i t e d c r i t e r i a : 

- sex o f a p p l i c a n t ; 

- r a c e o f a p p l i c a n t ; 

- age o f a p p l i c a n t ; 

- age o f ne ighborhood; 

- r a c i a l c o m p o s i t i o n o f ne ighborhood; 

- l o c a t i o n o f p r o p e r t y . 

By e s t i m a t i n g models t h a t c o n t r o l f o r t h e c r e d i t w o r t h i n e s s o f 

t h e a p p l i c a n t , t h e s e c u r i t y o f f e r e d by t h e p r o p e r t y , and t h e 

r i s k o f l o s s t o t h e l e n d e r , we t e s t f o r d i s c r i m i n a t o r y b e h a v i o r 

i n c o n n e c t i o n w i t h t h e f o l l o w i n g t y p e s o f l e n d e r p r a c t i c e s : 

- d e c i s i o n t o a p p r o v e , m o d i f y , o r deny a mortgage 

a p p l i c a t i o n ; 

- s e t t i n g o f mortgage te rms ( i . e . , i n t e r e s t r a t e , m a t u r i t y 

p e r i o d , l o a n - t o - v a l u e r a t i o , and l o a n f e e s ) ; 

- a p p r a i s a l p r a c t i c e s . 

Lenders have s e v e r a l o p t i o n s when t h e y r e c e i v e a mortgage 

a p p l i c a t i o n . They can approve t h e a p p l i c a t i o n w i t h t h e terms 

r e q u e s t e d by t h e a p p l i c a n t , t h e y can approve i t a f t e r m o d i f y i n g 

t h e t e r m s , o r t h e y can deny i t a l t o g e t h e r . M o d i f i c a t i o n s can 

t a k e s e v e r a l fo rms . Lenders can reduce t h e l o a n amount below 

t h e r e q u e s t e d v a l u e , t h e y can i n c r e a s e t h e l o a n amount above 

t h e r e q u e s t e d v a l u e , o r t h e y can s h o r t e n or l e n g t h e n t h e matu -

r i t y p e r i o d . We a n a l y z e l e n d i n g d e c i s i o n s by examin ing t h e 

l i k e l i h o o d t h a t l e n d e r s w i l l deny o r m o d i f y a l o a n a p p l i c a t i o n 
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given i t s c h a r a c t e r i s t i c s . Higher chances t h a t a p p l i c a t i o n s 

from women or m i n o r i t i e s w i l l be denied or approved w i t h a loan 

amount below the requested amount i n d i c a t e d i s c r i m i n a t i o n 

aga ins t these groups. 

We use severa l approaches i n ana lys ing mortgage c r e d i t 

terms. F i r s t , we study the terms of the mortgage c o n t r a c t ( i n -

t e r e s t r a t e , m a t u r i t y p e r i o d , and l o a n - t o - v a l u e r a t i o ) . S ince 

borrowers p r e f e r lower i n t e r e s t r a t e s and lenders p r e f e r h igher 

r a t e s f o r any given combination o f the o ther terms, our summary 

focuses on the r e s u l t s w i t h regard t o i n t e r e s t r a t e d i s c r i m i n a -

t i o n . Higher i n t e r e s t r a t e s are evidence of d i s c r i m i n a t i o n 

aga ins t women and m i n o r i t i e s . Second, we ana lyze the d o l l a r 

amount of the reduct ions i n requested loan amounts (downward 

m o d i f i c a t i o n s ) • Above average reduc t ions i n requested loan 

amounts a re another p iece o f evidence c o n s i s t e n t w i t h d i s c r i m i -

n a t i o n . T h i r d , we examine the v a r i a t i o n i n t h e loan fees l e n d -

e rs charge f o r processing l o a n s . D i s p r o p o r t i o n a t e l y h igh loan 

fees f o r women or r a c i a l m i n o r i t i e s i n d i c a t e d i s c r i m i n a t i o n 

a g a i n s t members of these groups. 

F i n a l l y , we ana lyze the f a i r n e s s of a p p r a i s a l p r a c t i c e s . 

Underappra isa l o f p r o p e r t i e s i n c e r t a i n l o c a t i o n s or of p r o p e r -

t i e s be ing purchased by women or r a c i a l m i n o r i t i e s i s ev idence 

o f d i s c r i m i n a t i o n a g a i n s t these l o c a t i o n s or persons. 

STUDY AREAS 

A n a l y s i s o f d i s c r i m i n a t i o n i n mortgage l e n d i n g r e q u i r e s de-

t a i l e d i n f o r m a t i o n on t h e o b j e c t i v e f a c t o r s such as the c r e d i t -
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worth iness o f i n d i v i d u a l a p p l i c a n t s and the s e c u r i t y va lue of 

the p r o p e r t y t h a t l e g i t i m a t e l y a f f e c t t h e mortgage l e n d i n g de-

c i s i o n , and i n f o r m a t i o n on those c h a r a c t e r i s t i c s of the a p p l i -

cant or the p r o p e r t y t h a t c o n s t i t u t e i l l e g a l d i s c r i m i n a t i o n . 

F o r t u n a t e l y , because C a l i f o r n i a and New York s t a t e laws r e q u i r e 

s t a t e - r e g u l a t e d banks t o m a i n t a i n d e t a i l e d i n f o r m a t i o n on a l l 

mortgage a p p l i c a t i o n s , we were ab le t o o b t a i n the necessary 

data from s t a t e - r e g u l a t e d savings and loan a s s o c i a t i o n s i n C a l -

i f o r n i a and a l l s t a t e - r e g u l a t e d lenders i n New York s t a t e . New 

York r e g u l a t e s t h r e e types of l e n d e r s : commercial banks, mu-

t u a l savings banks, and savings and loan a s s o c i a t i o n s . 

We study mortgage l e n d i n g s e p a r a t e l y f o r each type of 

l ender i n each m e t r o p o l i t a n a r e a . I n a d d i t i o n , we examine C a l -

i f o r n i a s t a t e - c h a r t e r e d savings and loan a s s o c i a t i o n s f o r each 

m e t r o p o l i t a n area s e p a r a t e l y f o r each o f the years 1977 and 

1978. The New York i n f o r m a t i o n covers the p e r i o d from May 1977 

t o October 1978 f o r commercial banks and savings and loan asso-

c i a t i o n s . The mutual savings bank data a r e from an e a r l i e r 

study cover ing the p e r i o d May 1976 t o October 1977. Tables 1 

and 2 summarize t h e number o f mortgage a p p l i c a t i o n s analyzed i n 

each study a r e a . 

The C a l i f o r n i a and New York da ta se ts a re not i d e n t i c a l ; 

each has i t s own s t r e n g t h s and weaknesses. The New York r e -

cord ing form i n c l u d e s , f o r example, m a r i t a l s t a t u s , ne t w e a l t h , 

and years a t p resent occupat ion , a l l o f which a r e o m i t t e d from 

t h e C a l i f o r n i a form. However, the New York form records house 

purchase p r i c e and income i n i n t e r v a l form o n l y , w h i l e C a l i f o r n i a 
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Table 1 

Number of Mortgage A p p l i c a t i o n s by M e t r o p o l i t a n Area 

and Y e a r ; C a l i f o r n i a Savings and Loan A s s o c i a t i o n s 

s tudy Area 1977 1978 

Anaheim-Santa Ana-Garden Grove 16 ,672 1 2 , 5 4 2 

B a k e r s f i e l d 1 , 7 2 2 1 , 6 4 6 

Fresno 3 ,173 2 , 8 5 0 

Los Angeles-Long Beach 38 ,398 34 ,792 

Modesto 1 ,885 1 , 5 5 8 

Oxnard-Ventura 4, 631 3 , 9 7 0 

Sacramento 5 ,163 4 , 8 8 4 

S a l i n a s - M o n t e r e y 1 , 8 6 0 1 , 5 3 0 

San B e r n a r d i n o - R i v e r s i d e - O n t a r i o 2 ,606 2 , 0 3 8 

San Diego 7 , 6 2 8 7 , 5 0 8 

San F r a n c i s c o - O a k l a n d 24 ,766 2 1 , 6 0 8 

San Jose 9 ,887 7 , 6 9 1 

Santa Barbara 1 , 4 0 1 1 , 2 5 4 

Santa Rosa 3 ,419 3 , 3 0 7 

S t o c k t o n 2 , 4 3 2 2 , 3 8 1 

V a l l e j o - N a p a 1 ,884 1 , 8 6 6 
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Tab le 4 

Number of Mortgage A p p l i c a t i o n s by Bank Type and 
M e t r o p o l i t a n Area; New York S t a t e ^ 

Study Area Number 

Albany-Schenectady-Troy SMSA 

Mutual Savings Banks 6 ,173 

Albany-Schenectady-Troy ^ Rochester , 
and Syracuse S ^ A s 

Commercial Banks 2 ,586 

B u f f a l o SMSA 

Commercial Banks 1 ,4 34 

Mutual Savings Banks 7 ,408 

New York and Nassau -Su f fo lk SMSAs 

Commercial Banks 4 ,919 

Mutua l Savings Banks 
Large sample w i t h o u t sex and 

m a r i t a l s t a t u s 18,696 
Smal l sample w i t h sex and 

m a r i t a l s t a t u s 4 , 1 3 1 

Savings and Loan A s s o c i a t i o n s 2 ,170 

Rochester SMSA 

Mutual Savings Banks 3 ,047 

Savings and Loan Assoc ia t ions 1 ,304 

Syracuse SMSA 

Mutual Savings Banks 2 ,695 

a) Sex and m a r i t a l s t a t u s i n f o r m a t i o n i s a v a i l a b l e f o r a s u f f i c i e n t 
number of a p p l i c a t i o n s a t a l l commercial banks and savings and 
l o a n a s s o c i a t i o n s , but a t o n l y the mutual savings banks i n t h e 
New Y o r k - N a s s a u - S u f f o l k m e t r o p o l i t a n a r e a . 
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prov ides much more p r e c i s e and d e t a i l e d i n f o r m a t i o n on these 

items^ i n c l u d i n g the separate incomes of the a p p l i c a n t and co-

a p p l i c a n t . I n a d d i t i o n , the C a l i f o r n i a form provides in fo rma-

t i o n on the b u i l d i n g ' s age and the f i n a l terms of the mortgage 

c o n t r a c t which, except f o r the l o a n - t o - v a l u e r a t i o , are not 

a v a i l a b l e i n New York. By r e l y i n g on both data sources, t h i s 

study can focus on a broader range of issues than would be pos-

s i b l e w i t h a s i n g l e data s e t . I n p a r t i c u l a r , the New York i n -

fo rmat ion makes poss ib le a t e s t o f d i s c r i m i n a t i o n on the bas is 

of m a r i t a l s t a t u s w h i l e the C a l i f o r n i a data se t permi ts an exa-

mina t ion of d i s c r i m i n a t o r y behavior i n the t rea tment accorded 

secondary income, the s e t t i n g of mortgage terms, and a p p r a i s a l 

p r a c t i c e s . 

Other major advantages d e r i v e from the use of two separa te 

data s e t s . F i r s t , the data cover a wide v a r i e t y of l e n d i n g i n -

s t i t u t i o n s . Second, the data cover a wide range of economic 

c o n d i t i o n s . The r a p i d economic growth and booming housing mar-

k e t i n C a l i f o r n i a c o n t r a s t sharp ly w i t h the s i t u a t i o n i n New 

York s t a t e . I n a d d i t i o n , the data a l l o w a wide v a r i e t y of met-

r o p o l i t a n areas t o be s tud ied i n both s t a t e s , a l l o w i n g l a r g e 

areas t o be compared w i t h smal l and r a p i d l y growing areas w i t h 

those t h a t a re growing s l o w l y . For example, the San Jose metro-

p o l i t a n areas i s growing more r a p i d l y than t h e r e s t o f C a l i f o r -

n i a because of the i n f l u x of h igh technology f i r m s i n the " S i l i -

con V a l l e y . " I n New York , the Rochester a r e a ' s economy i s b e t -

t e r o f f than t h a t o f the r e s t of the s t a t e . 

Another impor tan t consequence o f the v a r i e t y of banks and 
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economic c o n d i t i o n s covered by the two data sources i s the po-

t e n t i a l g e n e r a l i z a b i l i t y o f the r e s u l t s . Resul ts t h a t a re con-

s i s t e n t across such a wide v a r i e t y of circumstances w i l l p rov ide 

a f i r m foundat ion f o r the f o r m u l a t i o n of n a t i o n a l p o l i c y . 

The number of separate study areas we ana lyze v a r i e s w i t h 

the lender p r a c t i c e being examined. I n some cases data a v a i l -

a b i l i t y l i m i t a t i o n s reduce t h e number o f study a r e a s . For ex-

ample^ inadequate sample s i z e s keep us from s e p a r a t i n g downward 

and upward m o d i f i c a t i o n s i n some study a r e a s , thereby reducing 

the number of C a l i f o r n i a study areas from 32 (16 geographic 

areas each f o r 1977 and 1978) to 22 between the d e n i a l and down-

ward m o d i f i c a t i o n models. I n a d d i t i o n , i n C a l i f o r n i a we se-

l e c t e d four m e t r o p o l i t a n areas (Fresno, Los Angeles-Long Beach, 

San F ranc isco -Oak land , and San Jose) f o r i n t e n s i v e s tudy. Only 

i n these f o u r areas do we a n a l y z e mortgage c r e d i t terms and ap-

p r a i s a l p r a c t i c e s . Since we s e p a r a t e l y study two years i n each, 

the c r e d i t terms and a p p r a i s a l model r e s u l t s a r e based on a t o -

t a l of 8 study a r e a s . 

FINDINGS 

The a n a l y s i s i n d i c a t e s t h a t , as expected, o b j e c t i v e f a c t o r s 

such as the r a t i o s o f requested l o a n amount t o income and t o ap-

p r a i s e d v a l u e e x p l a i n t h e v a s t m a j o r i t y o f l e n d i n g d e c i s i o n s . 

A p p l i c a t i o n s a r e more l i k e l y t o be denied or m o d i f i e d downward 

as e i t h e r or both o f these r a t i o s i n c r e a s e . S i m i l a r l y , a p p l i -

cants w i t h more income or more n e t w e a l t h , and p r o p e r t i e s l o -

ca ted i n r e l a t i v e l y r i s k - f r e e neighborhoods ( e . g . , w i t h l i t t l e 
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l i k e l i h o o d o f be ing a d j a c e n t t o vacan t b u i l d i n g s ) a r e more 

l i k e l y t o be approved. A t t h e same t i m e , the ev idence suppor ts 

s e v e r a l o f t h e a l l e g a t i o n s t h a t l e n d e r s d i s c r i m i n a t e on t h e 

b a s i s of t h e r a c e , sex, or age o f the a p p l i c a n t , t h e age or 

r a c i a l composi t ion of the neighborhood, and t h e geographic l o -

c a t i o n o f the p r o p e r t y . The remainder o f t h i s summary d e s c r i b e s 

our f i n d i n g s on t h e e x t e n t t o which l e n d e r s i n C a l i f o r n i a and 

New York p r o v i d e equa l o p p o r t u n i t y i n mortgage l e n d i n g . 

Sex and M a r i t a l S t a t u s 

T e s t i n g f o r d i s c r i m i n a t i o n on t h e b a s i s o f sex i s c o m p l i -

c a t e d by t h e f a c t t h a t l e n d e r s , t o t h e e x t e n t they d i s c r i m i n a t e , 

may not d i s c r i m i n a t e e q u a l l y a g a i n s t a l l members o f a p a r t i c u l a r 

sex. For example, they may d i s c r i m i n a t e a g a i n s t female a p p l i -

can ts who a r e o f c h i l d b e a r i n g age (under 35) b u t no t o t h e r f e -

male a p p l i c a n t s . The a l l e g a t i o n s r e l a t i n g t o sex d i s c r i m i n a t i o n 

i n d i c a t e t h a t t h e p r e f e r a b l e method o f a n a l y s i s would i n c l u d e a 

d e t a i l e d breakdown of household c a t e g o r i e s t h a t t a k e s i n t o a c -

count whether or no t t h e female a p p l i c a n t i s o f c h i l d b e a r i n g age 

or i s employed. The d i s t i n c t i o n between work ing and nonworking 

fema le a p p l i c a n t s r e f l e c t s t h e a l l e g a t i o n t h a t l e n d e r s d i s c r i m i -

n a t e a g a i n s t a p p l i c a t i o n s where a t l e a s t p a r t o f t h e income 

comes f rom a supposedly u n r e l i a b l e source , t h e e a r n i n g s o f t h e 

w o r k i n g woman. The breakdown between women o f c h i l d b e a r i n g and 

n o n c h i l d b e a r i n g age c a p t u r e s a p o t e n t i a l d i s t i n c t i o n made by 

l e n d e r s who b e l i e v e t h a t p o s s i b l e pregnancy i n c r e a s e s t h e prob^ 

a b i l i t y t h a t a woman w i l l l e a v e t h e l a b o r f o r c e or w i l l i n c u r 
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a d d i t i o n a l expenses. 

Var ious o r g a n i z a t i o n s a l s o a l l e g e t h a t l enders use m a r i t a l 

s t a t u s as a b a s i s f o r d i s c r i m i n a t i o n . To t e s t whether lenders 

t r e a t m a r i t a l s t a t u s d i f f e r e n t l y depending on the sex of the 

a p p l i c a n t , i t i s impor tant to examine the sex and m a r i t a l s t a -

tus o f the a p p l i c a n t s imu l taneous ly . U n f o r t u n a t e l y , m a r i t a l 

s t a t u s i n f o r m a t i o n i s on ly a v a i l a b l e i n our New York da ta s e t . 

I n g e n e r a l , we compare v a r i o u s types of a p p l i c a n t s t o a 

type t h a t i s l e a s t l i k e l y t o be d i s c r i m i n a t e d a g a i n s t ; i n t h i s 

case, i t i s the j o i n t a p p l i c a t i o n o f a ma le - fema le couple w i t h 

the woman beyond c h i l d b e a r i n g age. The employment s t a t u s of 

women a p p l i c a n t s i s t r e a t e d d i f f e r e n t l y i n the New York and 

C a l i f o r n i a da ta s e t s . I n New York , we know on ly whether or not 

t h e female a p p l i c a n t works; i n C a l i f o r n i a we know the a c t u a l i n -

come earned by both the a p p l i c a n t and the c o - a p p l i c a n t . There-

f o r e , i n New York we ana lyze the working s t a t u s o f women by add-

ing t h i s f a c t to t h e d e s c r i p t i o n of the types of a p p l i c a n t s ; 

the base f o r comparison becomes a j o i n t a p p l i c a t i o n from a male-

female couple w i t h a nonworking woman beyond c h i l d b e a r i n g age. 

The a l l e g a t i o n of income d i s c o u n t i n g can be t e s t e d more 

e x p l i c i t l y i n C a l i f o r n i a where i n f o r m a t i o n on t h e separate i n -

comes o f t h e a p p l i c a n t and t h e c o - a p p l i c a n t i s a v a i l a b l e . Wi th 

such d a t a , we can a l l o w e x p l i c i t l y f o r d i f f e r e n t i a l t r e a t m e n t 

o f t h e income of the pr imary and secondary workers i n each house-

h o l d . I n addit ion,^ we can t e s t the hypothesis t h a t l enders 

t r e a t t h e income o f secondary female workers d i f f e r e n t l y from 

secondary male workers . 
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The C a l i f o r n i a and New York ana lyses have s u f f i c i e n t d i f -

f e rences i n the d e f i n i t i o n o f t h e sex v a r i a b l e s t h a t we summa-

r i z e t h e r e s u l t s o f each s e p a r a t e l y . 

C a l i f o r n i a , I n C a l i f o r n i a , we d e f i n e the f o l l o w i n g c a t e -

g o r i e s o f a p p l i c a t i o n s : 

- m a l e - f e m a l e couples w i t h ^ woman o f c h i l d b e a r i n g age 

(base f o r compar ison) ; 

- m a l e - f e m a l e couples w i t h a woman o f c h i l d b e a r i n g age; 

- f e m a l e - o n l y households w i t h women o f c h i l d b e a r i n g age; 

- f e m a l e - o n l y households w i t h a t l e a s t one woman o f c h i l d -

b e a r i n g age; 

- m a l e - o n l y households. 

We p r e s e n t t h e r e s u l t s f o r these c a t e g o r i e s s e p a r a t e l y f o r house-

holds w i t h o n l y one worker and f o r those w i t h two workers e a r n -

i n g equa l incomes. Tab le 3 c o n t a i n s a summary o f t h e number o f 

study a reas w i t h s i g n i f i c a n t f i n d i n g s c o n s i s t e n t w i t h a l l e g a t i o n s 

o f d i s c r i m i n a t i o n f o r each o f s i x measures o f d i s c r i m i n a t i o n . 

There i s l i m i t e d ev idence o f sex d i s c r i m i n a t i o n i n some 

study a r e a s , b u t no p a t t e r n e x i s t s across a l a r g e number o f 

a r e a s . We siimmarize f i r s t t h e r e s u l t s i n t h e upper h a l f o f 

T a b l e 3 , those f o r s i n g l e wage-earner households. 

M a l e - f e m a l e couples w i t h a woman o f c h i l d b e a r i n g age have 

h i g h e r chances o f d e n i a l or downward m o d i f i c a t i o n t h a n m a l e -

fema le coup les w i t h no woman o f c h i l d b e a r i n g age i n 2 o f 32 and 

1 o f 22 s tudy a r e a s , r e s p e c t i v e l y . I n these t h r e e a r e a s , a p p l i -

c a t i o n s f rom couples w i t h women o f c h i l d b e a r i n g age a r e r o u g h l y 

1 . 3 5 t i m e s as l i k e l y t o r e s u l t ^in an adverse d e c i s i o n . These 
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T a b l e 19 

Nuinber o f Areas w i t h a F i n d i n g C o n s i s t e n t w i t h D i s c r i m i n a t i o n 

on t h e B a s i s o f Sex or Secondary Income Sources i n C a l i f o r n i a ^ 

H i g h e r L a r g e r D o l l a r 
H i g h e r Chance o f H i g h e r Amount of H i g h e r 

Chance o f Downward I n t e r e s t Downward Loan Under 
D e n i a l M o d i f i c a t i o n Rates M o d i f i c a t i o n Fees A p p r a i s a l 

Only one wage e a r n e r 

M a l e - f e m a l e coup les 
w i t h a woman o f 
c h i l d b e a r i n g age 

Female o n l y house-
h o l d s w i t h no women 
o f c h i l d b e a r i n g age 

Female o n l y households 
w i t h a t l e a s t one woman 
o f c h i l d b e a r i n g age 

Male o n l y households 

Two wage e a r n e r s w i t h 

e q u a l income^ 
M a l e - f e m a l e c o u p l e s 
w i t h no woman o f 
c h i l d b e a r i n g age 

M a l e - f e m a l e c o u p l e s 
w i t h a woman o f 
c h i l d b e a r i n g age 

3 

3 

0 

2 

1 

4 

0 

0 

2 

4 

3 

0 

ui 
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Table 3 (cont inued) 

Higher 
Chance of 

D e n i a l 

Higher 
Chance of 

Downward 
M o d i f i c a t i o n 

Higher 
I n t e r e s t 

Rates 

Larger D o l l a r 
Amount of 
Downward 

M o d i f i c a t i o n 

Higher 
Loan 
Fees 

Under 
A p p r a i s a l 

Female o n l y house-
ho lds w i t h no women 
of c h i l d b e a r i n g age 4 4 0 1 b b 

Female on ly house-
ho lds w i t h a t l e a s t 
one woman o f c h i l d -
b e a r i n g age 1 0 0 0 b b 

Male o n l y households 2 4 1 0 b b 

Number of a reas s t u d i e d 32 22 8 8 8 8 m 

a) A f i n d i n g i s viewed as c o n s i s t e n t w i t h d i s c r i m i n a t o r y behav io r i f a p p l i c a n t s froift the i n d i -
ca ted group have a s t a t i s t i c a l l y s i g n i f i c a n t l y harder t ime r e c e i v i n g a mortgage or r e c e i v e 
mortgages t h a t have s t a t i s t i c a l l y s i g n i f i c a n t l y harsher te rms. The i n d i c a t e d groups of 
a p p l i c a n t s a r e compared t o ma le - fema le couples w i t h no woman of c h i l d b e a r i n g age and on ly 
one wage e a r n e r . 

b) The income source v a r i a b l e d i d not have a r o l e i n these models. 

c) We have s e l e c t e d two wage earners w i t h equa l incomes t o i l l u s t r a t e our f i n d i n g s . The f i n d -
i n g s , however, app ly t o two-wage earner households w i t h a l l p o s s i b l e d i v i s i o n s o f income 
between the two workers . 
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same couples pay h igher loan fees i n 2 of 8 study a reas , but 

the fees average on ly one percent h i g h e r . 

Female-only households w i t h no women of c h i l d b e a r i n g age 

face h igher chances of d e n i a l and downward m o d i f i c a t i o n i n 4 of 

32 and 2 of 22 study a reas , r e s p e c t i v e l y . The d i f f e r e n t i a l s 

a re l a r g e : adverse a c t i o n on these a p p l i c a t i o n s i s 2.5 to 3 .0 

t imes as l i k e l y as adverse a c t i o n on a p p l i c a t i o n s from male-

female couples w i t h no woman of c h i l d b e a r i n g age. Al though we 

f i n d no evidence o f d i s c r i m i n a t i o n a g a i n s t f e m a l e - o n l y a p p l i -

cants w i t h no women of c h i l d b e a r i n g age w i t h respect t o i n t e r -

est r a t e s , d o l l a r amount of downward m o d i f i c a t i o n , or loan fees^r 

we f i n d the p r o p e r t i e s o f these a p p l i c a n t s t o be underappraised 

i n 7 o f 8 study a r e a s . These underappra isa ls r e s u l t i n down-

payments t h a t a re as much as 6 .4 percent above normal , or an 

i n c r e a s e of $1000 i n the case of a $60,000 mortgage w i t h an 80 

percen t l o a n - t o - a p p r a i s e d v a l u e r a t i o . 

Female-only households w i t h a t l e a s t one woman of c h i l d -

b e a r i n g age a r e d i s c r i m i n a t e d a g a i n s t l e s s f r e q u e n t l y and l e s s 

s e v e r e l y than f e m a l e - o n l y households w i t h o u t women of c h i l d -

b e a r i n g age. 

M a l e - o n l y households face d i s c r i m i n a t i o n through a h igher 

chance of d e n i a l and downward m o d i f i c a t i o n i n 3 of 32 and 2 of 

22 study a r e a s . More s t r i k i n g i s the conc lus ion t h a t they pay 

h i g h e r i n t e r e s t r a t e s and loan fees than any of t h e o ther sex 

c a t e g o r i e s . T h e i r h igher i n t e r s t r a t e s add about $35 per year 

t o t h e payments on a $60 ,000 mortgage w i t h a 9 . 7 5 percent i n -

t e r e s t r a t e and a 30 year m a t u r i t y p e r i o d . T h e i r fees a r e 2 
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t o 6 percent above average. 

The lower h a l f o f Table 3 shows the r e s u l t s f o r a p p l i c a -

t i o n s w i t h two wage earners w i t h equal incomes compared w i t h 

the t r e a t m e n t r e c e i v e d by male - female couples having no women 

o f c h i l d b e a r i n g age and only one wage e a r n e r . I n g e n e r a l , 

s t a t e savings and loan assoc ia t ions i n C a l i f o r n i a f a v o r sec-

ondary income more o f t e n than they d i s f a v o r i t . Perhaps they 

b e l i e v e t h a t two sources of income reduce the u n c e r t a i n t y 

about the c o n t i n u i t y o f f u t u r e income. T h e i r t r e a t m e n t 

o f secondary income a lso shows l i t t l e v a r i a t i o n s w i t h the sex 

o f t h e e a r n e r ; the d i f f e r e n c e s t h a t do e x i s t across sex c a t e -

g o r i e s a r e very s i m i l a r to those f o r one earner households. 

To summarize, two apparent p a t t e r n s of sex d i s c r i m i n a t i o n 

by C a l i f o r n i a savings and loan a s s o c i a t i o n s emerge: one i s the 

t r e a t m e n t o f ma le -on ly a p p l i c a n t s i n t h e s e t t i n g of mortgage 

terms; the o ther i s the underappra isa l o f the p r o p e r t i e s of f e -

ma le -on ly a p p l i c a n t s . Al though we f i n d evidence of o ther 

ins tances of d i s c r i m i n a t i o n aga ins t f e m a l e - o n l y and c e r t a i n 

types of male - female households, no o t h e r p a t t e r n s e x i s t across 

study a r e a s . 

New York . I n New York, we can examine sex c a t e g o r i e s 

s e p a r a t e l y f o r t h e two m a r i t a l s t a t u s c a t e g o r i e s o f m a r r i e d and 

unmarr ied or separa ted . The c a t e g o r i e s of mar r ied a p p l i c a n t s 

a r e : 

- ma le - female couples w i t h a nonworking woman beyond c h i l d -

b e a r i n g age (base f o r compar ison) ; 

- ma le - fema le couples w i t h a work ing woman beyond c h i l d -
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b e a r i n g age; 

- ma le - female couples w i t h a nonworking woman of c h i l d -

b e a r i n g age 

- ma le - female couples w i t h a working woman of c h i l d b e a r i n g 

age; 

- f e m a l e - o n l y households; 

- ma le -on ly households. 

The c a t e g o r i e s f o r unmarr ied or separated a p p l i c a n t s are s i m i -

l a r except f o r the d i v i s i o n o f the f e m a l e - o n l y households i n t o 

those w i t h no women of c h i l d b e a r i n g age and those w i t h a t l e a s t 

one woman of c h i l d b e a r i n g age. Tab le 4 summarizes the New York 

r e s u l t s . 

We f i n d on ly l i m i t e d ev idence of d i s c r i m i n a t i o n a g a i n s t 

m a r r i e d ma le - fema le couples who d i f f e r from the r e f e r e n c e group 

s o l e l y i n terms of the c h i l d b e a r i n g age or working s ta tus of 

t h e woman. For t h e t h r e e mar r ied male - female c a t e g o r i e s , we 

f i n d evidence o f a h igher chance of d e n i a l i n on ly one study 

a r e a : commercial banks i n B u f f a l o a r e tw ice as l i k e l y t o deny 

ma le - fema le couples w i t h a working woman beyond c h i l d b e a r i n g 

age than s i m i l a r households w i t h a nonworking woman. 

St ronger evidence of d i s c r i m i n a t o r y l e n d i n g emerges w i t h 

r e s p e c t t o t h e t r e a t m e n t o f unmarr ied or separated male - female 

households. These a p p l i a n t s face chances o f mortgage d e n i a l 

1 . 4 t o 3 . 9 t imes as h igh as those faced by the m a r r i e d male-

female household w i t h a nonworking woman beyond c h i l d b e a r i n g 

age i n e i t h e r 2 or 3 o f the 6 study a r e a s , depending on the 

work ing s t a t u s or c h i l d b e a r i n g age of the woman. Regardless 
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Tab le 4 

Number o f Areas w i t h F ind ings C o n s i s t e n t w i t h 
D i s c r i m i n a t i o n on the Basis o f Sex, M a r i t a l S t a t u s 

and Work S t a t u s of t h e Woman i n New York^ 

Higher La rger D o l l a r 
H igher Chance of Amount o f 

Chance o f Downward Downward 
D e n i a l M o d i f i c a t i o n M o d i f i c a t i o n 

M a r r i e d 

M a l e - f e m a l e couples w i t h 
a work ing woman beyond 
c h i l d b e a r i n g age 

M a l e - f e m a l e couples w i t h 
a non-work ing woman 
o f c h i l d b e a r i n g age 

M a l e - f e m a l e couples w i t h 
a work ing woman of 
c h i l d b e a r i n g age 

Female o n l y households 

Male o n l y households 

Unmarr ied or s e p a r a t e d 

M a l e - f e m a l e couples w i t h 
a non-work ing woman 
beyond c h i l d b e a r i n g age 

M a l e - f e m a l e couples w i t h 
a work ing woman beyond 
c h i l d b e a r i n g age 

M a l e - f e m a l e couples w i t h 
a non-work ing woman o f 
c h i l d b e a r i n g age 

M a l e - f e m a l e couples w i t h 
a w o r k i n g woman of 
c h i l d b e a r i n g age 

Female o n l y households 
w i t h no women of 
c h i l d b e a r i n g age 

0 

2 

3 

1 

0 

2 

0 

1 

0 
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Table 4 (cont inued) 

Higher 
Chance of 

D e n i a l 

Higher 
Chance of 

Downward 
M o d i f i c a t i o n 

Larger D o l l a r 
Amount of 
Downward 

M o d i f i c a t i o n 

Female on ly households 
w i t h a t l e a s t one woman 
of c h i l d b e a r i n g age 0 0 b 

Male on ly households 4 0 b 

Number o f areas s tud ied 6 6 5 

a) A f i n d i n g i s viewed as c o n s i s t e n t w i t h d i s c r i m i n a t o r y behavior 
i f t h e a p p l i c a n t s from the i n d i c a t e d group have 'a s t a t i s t i c a l l y 
s i g n i f i c a n t l y harder t ime r e c e i v i n g a mortgage or r e c e i v e mor t -
gages t h a t have s t a t i s t i c a l l y s i g n i f i c a n t l y harsher te rms. The 
i n d i c a t e d groups of a p p l i c a n t s a r e compared t o male - female mar-
r i e d couples w i t h a non-working woman beyond c h i l d b e a r i n g age. 

b) Smal l sample s i z e prevented the examinat ion of the same sex and 
m a r i t a l s t a t u s i n t e r a c t i o n s t h a t were p o s s i b l e f o r the chance 
o f d e n i a l and downward m o d i f i c a t i o n models. However, the ana-
l y s i s we were ab le t o conduct i n d i c a t e d t h a t separated persons/ 
as opposed t o mar r ied or unmarr ied households, r e c e i v e s i g n i f i -
c a n t l y l a r g e r d o l l a r amounts o f downward m o d i f i c a t i o n s i n one 
of the f i v e a r e a s . 
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o f m a r i t a l s t a t u s , m a l e - f e m a l e households a r e more l i k e l y t o 

r e c e i v e m o d i f i e d approva ls from sav ings and l o a n a s s o c i a t i o n s 

i n t h e New York m e t r o p o l i t a n area i f t h e woman i s e i t h e r work -

i n g or i n t h e c h i l d b e a r i n g y e a r s . 

M a r r i e d f e m a l e - o n l y a p p l i c a n t s a r e more than t w i c e as 

l i k e l y t o be denied as m a r r i e d m a l e - f e m a l e a p p l i c a n t s w i t h a 

nonworking woman beyond the c h i l d b e a r i n g age i n 2 o f t h e 6 

s tudy a r e a s . I n a d d i t i o n , these a p p l i c a n t s e x p e r i e n c e l a r g e r 

downward m o d i f i c a t i o n s i n 1 o f 5 study a r e a s . Unmarr ied or 

s e p a r a t e d f e m a l e - o n l y households w i t h no woman of c h i l d b e a r i n g 

age e x p e r i e n c e h i g h e r chances o f downward m o d i f i c a t i o n s i n 1 

o f 6 study areas* 

U n e x p e c t e d l y , t h e s t r o n g e s t ev idence p o i n t s t o d i s c r i m i -

n a t i o n a g a i n s t m a l e - o n l y households, r e g a r d l e s s o f t h e i r m a r i -

t a l s t a t u s . They a r e over t w i c e as l i k e l y t o be den ied as 

t h e m a r r i e d m a l e - f e m a l e household w i t h a nonworking woman b e -

yond c h i l d b e a r i n g age i n t w o - t h i r d s o f the study a r e a s . 

I n siammary, our a n a l y s i s o f l e n d i n g d e c i s i o n s i n New York 

s t a t e p r o v i d e s o n l y l i m i t e d suppor t f o r a l l e g a t i o n s t h a t l e n d e r s 

d i s c r i m i n a t e a g a i n s t f e m a l e - o n l y or c e r t a i n types o f m a l e - f e m a l e 

a p p l i c a n t s . I n c o n t r a s t , t h e r e s u l t s support t h e h y p o t h e s i s 

t h a t l e n d e r s i n many a reas d i s c r i m i n a t e a g a i n s t m a l e - o n l y and 

a g a i n s t unmarr ied or s e p a r a t e d m a l e - f e m a l e households . S ince 

a l l b u t one o f t h e mutua l sav ings banks samples exc lude sex and 

m a r i t a l s t a t u s d a t a , these f i n d i n g s r e l a t e t o New York commer-

c i a l banks and sav ings and l o a n a s s o c i a t i o n s w i t h t h e f o l l o w i n g 

e x c e p t i o n s . M a r r i e d f e m a l e - o n l y and m a r r i e d , u n m a r r i e d , or 
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separated ma le -on ly a p p l i c a n t s are more l i k e l y t o be denied by 

mutual savings banks i n the New York -Nassau-Suf fo lk m e t r o p o l i t a n 

a r e a . I n a d d i t i o n , these mutual savings banks a l s o exact above--

average downward m o d i f i c a t i o n s from separated a p p l i c a n t s r e g a r d -

l e s s o f t h e i r sex or work s t a t u s . 

Race o f the A p p l i c a n t 

We study the t r e a t m e n t o f four groups of r a c i a l m i n o r i t i e s 

and compare them w i t h the t rea tment o f w h i t e a p p l i c a n t s . The 

groups a r e : 

- b l a c k s ; 

- Spanish or H i s p a n i c s ; 

- Asians (only i n C a l i f o r n i a ) ; 

- o ther m i n o r i t i e s . 

The r e s u l t s , which a r e summarized i n Table 5, i n d i c a t e t h a t d i s -

c r i m i n a t i o n a g a i n s t r a c i a l m i n o r i t i e s i s widespread. 

Black a p p l i c a n t s have s i g n i f i c a n t l y h igher chances of de-

n i a l than w h i t e s i n s i m i l a r c i rcumstances i n 1 8 , o f the 32 C a l i -

f o r n i a study areas and 6 o f the 10 New York study a reas . More-

o v e r , t h e d i f f e r e n c e s a re l a r g e ; b lack a p p l i c a n t s are 1 .58 t o 

7 . 8 2 t imes as l i k e l y t o be denied as are s i m i l a r w h i t e a p p l i -

c a n t s . A l though b l a c k s and w h i t e s a re t r e a t e d s i m i l a r l y w i t h 

r e s p e c t t o loan m o d i f i c a t i o n s and i n the a p p r a i s a l process, 

b l a c k s a r e charged h igher i n t e r e s t r a t e s i n 2 of 8 areas s t u d i e d 

and h igher loan fees i n 5 o f 8 areas s t u d i e d . We emphasize t h a t 

we f i n d no evidence t h a t New York commercial banks d i s c r i m i n a t e 

a g a i n s t b l a c k s . We f i n d , however, t h a t they d i s c r i m i n a t e a g a i n s t 
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Table 28 

Nuniber o f Areas w i t h a F i n d i n g Cons is ten t w i t h D i s c r i m i n a t i o n on the Basis o f 
Race of the A p p l i c a n t ( s ) i n C a l i f o r n i a (CA) and New York (NY)^ 

Higher 
Chance o f 

D e n i a l 

Higher 
Chance of 

Downward 
M o d i f i c a t i o n 

Higher 
I n t e r e s t 

Rates 

Larger D o l l a r 
Amount of 
Downward 

M o d i f i c a t i o n 

Higher 
Loan 
Fees 

Under 
A p p r a i s a l 

CA NY CA NY CA CA NY CA CA 

Black 18 6 2 2 2 0 0 5 0 

Spanish or H i s p a n i c 10 1 6 0 4 4 

As ian 3 b 1 b 4 0 b 3 3 

Other M i n o r i t y 11 1 0 2 2 0 0 0 0 

Number o f Areas 
S tud ied 32 10 22 10 8 8 5 8 8 

NJ 

a) A f i n d i n g i s v iewed as c o n s i s t e n t w i t h d i s c r i m i n a t o r y behav ior i f a p p l i c a n t s from the i n d i -
c a t e d group have a s t a t i s t i c a l l y s i g n i f i c a n t l y harder t ime r e c e i v i n g a mortgage or r e c e i v e 
mortgages t h a t have s t a t i s t i c a l l y s i g n i f i c a n t l y harsher te rms. The i n d i c a t e d groups of 
a p p l i c a n t s a r e compared t o w h i t e a p p l i c a n t s . 

b) I n c l u d e d i n o t h e r m i n o r i t i e s i n New York due t o s m a l l sample s i z e . 

c) Due t o sma l l sample s i z e s , Spanish or H ispan ic a p p l i c a n t s a r e grouped w i t h o t h e r m i n o r i t i e s 
i n 6 o f the 10 study a r e a s . T h e r e f o r e , t h e r e a r e on ly f o u r New York study areas where we 
cou ld t e s t f o r d i s c r i m i n a t i o n a g a i n s t Spanish or H i s p a n i c a p p l i c a n t s . 

d) Due t o smal l s i z e s , Spanish or H i s p a n i c a p p l i c a n t s could on ly be s e p a r a t e l y i d e n t i f i e d i n 
3 o f t h e 5 study a r e a s . They a r e grouped w i t h o ther m i n o r i t i e s i n the 2 remain ing a r e a s . 
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m i n o r i t i e s o t h e r than b lacks or H ispan ics . 

I n C a l i f o r n i a , savings and loan a s s o c i a t i o n s c o n s i s t e n t l y 

d i s c r i m i n a t e a g a i n s t Spanish a p p l i c a n t s . These a p p l i c a n t s face 

h igher chances of d e n i a l i n 10 of 32 study a reas , h igher i n t e r -

e s t r a t e s i n 6 of 8 a r e a s , and h igher loan fees i n 4 of 8 areas 

than wh i tes i n s i m i l a r c i rcumstances. I n a d d i t i o n , t h e i r prop-

e r t i e s tend t o be s y s t e m a t i c a l l y underappraised i n 4 o f 8 study 

a r e a s . The es t imated magnitudes suggest t h a t Spanish a p p l i c a n t s 

a re about t w i c e as l i k e l y t o be denied as are o therw ise s i m i l a r 

w h i t e a p p l i c a n t s , t h a t i n t e r e s t r a t e s are s l i g h t l y h igher (0 .06 

percentage p o i n t s or l e s s than $33 inc rease i n the annual pay-

ments on a 9 . 7 5 percen t $60,000 mortgage w i t h a 30 year m a t u r i t y 

p e r i o d ) , and t h a t loan fees are 3 percent h i g h e r . 

I n New York , H ispan ic a p p l i c a n t s r e c e i v e approximate ly the 

same t r e a t m e n t as w h i t e a p p l i c a n t s w i t h some impor tant except ions. 

H ispan ics i n the New York C i t y m e t r o p o l i t a n area are n e a r l y tw ice 

as l i k e l y t o r e c e i v e m o d i f i c a t i o n s a t the hands of savings and 

l o a n a s s o c i a t i o n s as s i m i l a r w h i t e a p p l i c a n t s . 

Lenders i n C a l i f o r n i a t r e a t Asians approx imate ly the same 

as w h i t e a p p l i c a n t s w i t h r e s p e c t t o loan d e n i a l s and downward 

m o d i f i c a t i o n s . Asians have a h igher chance of d e n i a l i n on ly 3 

o f 32 study a r e a s , and h igher chances o f downward m o d i f i c a t i o n 

i n o n l y 1 o f 22 study a r e a s . However, t h e i r mortgages c a r r y 

s l i g h l y h igher i n t e r e s t r a t e s (0 -05 percentage p o i n t s above norm) 

and a r e based on sma l l ( l e s s than 0 . 2 percent ) underappra isa ls 

o f t h e p r o p e r t y . 

The f i n a l ca tegory c o n s i s t s p r i m a r i l y of a p p l i c a n t s who 
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chose to c l a s s i f y themselves as "other m i n o r i t i e s , " I n New York , 

we i n c l u d e Asians i n t h i s category as w e l l - There i s substan-

t i a l support f o r the view t h a t these o ther m i n o r i t i e s are d i s -

c r i m i n a t e d aga ins t i n C a l i f o r n i a ; t h e i r chances of d e n i a l a re 

h igher than s i m i l a r w h i t e a p p l i c a n t s i n 11 of 32 study a r e a s . 

The d i f f e r e n c e i s l a r g e , ranging from 1 .37 to 5 .95 t imes as 

l i k e l y t o be denied. Th is group does not appear to be d i s c r i m -

i n a t e d aga ins t through loan m o d i f i c a t i o n , loan f e e s , or a p p r a i s a l 

p r a c t i c e s . They do pay s l i g h t l y h igher i n t e r e s t r a t e s (0 .6 p e r -

centage po in ts above norm) i n 2 of 8 study a reas . 

I n New York, other m i n o r i t i e s r e c e i v e t rea tment s i m i l a r t o 

t h a t of wh i tes w i t h a few except ions . New York C i t y m e t r o p o l i -

t a n area commmercial banks and B u f f a l o commercial and mutual 

savings banks are 1 .80 t o 4 .23 t imes as l i k e l y t o modi fy the 

l o a n a p p l i c a t i o n s of these m i n o r i t i e s than those of w h i t e ap-

p l i c a n t s i n s i m i l a r c i rcumstances. 

Age of A p p l i c a n t 

A p p l i c a n t s are grouped i n t o one of f i v e age c a t e g o r i e s t o 

t e s t f o r d i s c r i m i n a t i o n on the b a s i s of age. The c a t e g o r i e s a r e : 

- under 25 y e a r s ; 

- 25 t o 34 y e a r s ; 

- 35 t o 44 years (base f o r comparison); 

- 45 t o 54 y e a r s ; 

- 55 or more y e a r s . 

We s e l e c t e d t h e middle age group (35 t o 44) as the b a s i s of 

comparison because a p p l i c a n t s i n t h a t group a r e cons idered l e a s t 
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l i k e l y t o be d i s c r i m i n a t e d a g a i n s t . The r e s u l t s are summarized 

i n Tab le 6. Cont ra ry t o our e x p e c t a t i o n s , the middle age (35 

t o 44) a p p l i c a n t s have h igher chances of d e n i a l i n n e a r l y 

h a l f of the 32 C a l i f o r n i a study a r e a s . I n a few a r e a s , however, 

a p p l i c a n t s under 35 or over 44 have h igher chances of d e n i a l 

than 3 5 - t o 4 4 - y e a r - o l d a p p l i c a n t s . New York s t a t e savings and 

loan a s s o c i a t i o n s make i t harder f o r 4 5 - t o 5 4 - y e a r - o l d a p p l i -

cants t o o b t a i n a mortgage; these a p p l i c a n t s a r e 1 . 7 t imes as 

l i k e l y t o be denied by these lenders as a r e 3 5 - t o 4 4 - y e a r - o l d 

a p p l i c a n t s . 

We have s u b s t a n t i a l ev idence t h a t o l d e r a p p l i c a n t s r e c e i v e 

adverse t r e a t m e n t through the m o d i f i c a t i o n process . Al though 

the summary o f r e s u l t s presented i n Table 6 i n d i c a t e s t h a t o l d e r 

a p p l i c a n t s (over 44) have h igher chances of downward m o d i f i c a -

t i o n than 3 5 - t o 4 4 - y e a r - o l d a p p l i c a n t s i n only 6 of 22 C a l i f o r -

n i a study a r e a s , they have s i g n i f i c a n t l y h igher chances of such 

adverse a c t i o n than the youngest a p p l i c a n t s (under 25) i n 15 of 

t h e 22 areas* A p p l i c a n t s over 54 a r e 1 ,25 t o 2 .80 t imes as 

l i k e l y t o r e c e i v e downward m o d i f i c a t i o n s as a re a p p l i c a n t s 

under 25. Fur thermore , a p p l i c a n t s over 45 r e c e i v e l a r g e r d o l l a r 

amount r e d u c t i o n s i n t h e i r requested loan amounts when they a re 

m o d i f i e d downward than do s i m i l a r but younger a p p l i c a n t s ; the 

d i f f e r e n c e s range from 12 t o 163 p e r c e n t . 

New York s t a t e l enders seem on ly s l i g h t l y more l i k e l y t o 

modi fy o l d e r than younger a p p l i c a n t s , but i t i s t h e o l d e r a p p l i -

cants who r e c e i v e the l a r g e r d o l l a r amount r e d u c t i o n s i n t h e i r 

requested loan amounts. The d i f f e r e n c e i n r e d u c t i o n s ranges 
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Table 32 

Number of Areas w i t h F ind ings Cons is ten t w i t h D i s c r i m i n a t i o n on the Basis of 
Age o f t h e A p p l i c a n t i n C a l i f o r n i a (CA) and New York (NY)^ 

Higher 
Chance o f 

D e n i a l 

H igher 
Chance o f 

Downward 
M o d i f i c a t i o n 

Higher 
I n t e r e s t 

Rates 

Larger D o l l a r 
Amount of 
Downward 

M o d i f i c a t i o n 

Higher 
Loan 
Fees 

Under 
A p p r a i s a l 

CA NY CA NY CA CA NY CA CA 

Under 25 y e a r s 0 0 0 1 4 0 0 5 2 

25 -34 2 0 1 1 0 1 0 1 1 

45 -54 2 2 3 2 4 5 2 0 3 

Over 54 0 0 3 1 2 2 2 1 3 

Number o f Areas 
S t u d i e d 32 6 22 6 8 8 5 8 8 

to 
00 

a) A f i n d i n g i s viewed as c o n s i s t e n t w i t h d i s c r i m i n a t o r y behav ior i f a p p l i c a n t s from t h e i n -
d i c a t e d group have a s t a t i s t i c a l l y s i g n i f i c a n t l y harder t ime r e c e i v i n g a mortgage or r e -
c e i v e mortgages t h a t have s t a t i s t i c a l l y s i g n i f i c a n t l y harsher terms. The i n d i c a t e d groups 
o f a p p l i c a n t s a r e compared t o 35-44 year o l d a p p l i c a n t s . 
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from 67 to 146 p e r c e n t . 

Both t h e young and the o l d a p p l i c a n t s r e c e i v e s l i g h t l y 

h igher i n t e r e s t r a t e s than those i n the middle age range. The 

d i f f e r e n t i a l would add about $30 to the annual payments on a 

$60 ,000 mortgage w i t h a 9 .75 percent i n t e r e s t r a t e and a 30 

year m a t u r i t y p e r i o d . 

Somewhat s u r p r i s i n g l y , the youngest a p p l i c a n t s face the 

h i g h e s t loan f e e s . A p p l i c a n t s under 25 pay loan fees t h a t a re 

2 t o 3 percent above those pa id by 3 5 - t o - 4 4 - y e a r - o l d a p p l i c a n t s . 

The p r o p e r t i e s of o l d e r a p p l i c a n t s are underappraised i n 3 

o f 8 study a r e a s , but the d i f f e r e n t i a l i s s m a l l . The r e q u i r e d 

downpayment would r i s e by on ly 0 .8 to 2 .0 percent on a mortgage 

w i t h an 80 percent l o a n - t o ^ a p p r a i s e d va lue r a t i o . Th is would 

amount t o l e s s than $300 w i t h a $60,000 mortgage. 

R e d l i n i n g 

Var ious o r g a n i z a t i o n s a l l e g e t h a t lenders d i s c r i m i n a t e 

a g a i n s t c e r t a i n mortgage a p p l i c a n t s because o f the neighborhood 

i n which t h e p r o p e r t y they wish t o purchase i s l o c a t e d . Our 

a n a l y s i s focuses on t h r e e types o f neighborhoods a l l e g e d to 

r e c e i v e adverse t r e a t m e n t : 

- s p e c i f i c neighborhoods t h a t community groups have a l l e g e d 

t o be r e d l i n e d ; 

- o l d e r neighborhoods; 

- l a r g e l y m i n o r i t y neighborhoods. 

We summarize our f i n d i n g s w i t h r e s p e c t t o each type of a l l e g a t i o n 
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i n the f o l l o w i n g subsect ions• 

Proper ty l o c a t i o n . I n a l l the New York and a few of the 

C a l i f o r n i a m e t r o p o l i t a n a r e a s , we a r e ab le t o examine l o c a l 

a l l e g a t i o n s t h a t c e r t a i n neighborhoods are r e d l i n e d by l e n d e r s . 

I n the o t h e r m e t r o p o l i t a n areas i n C a l i f o r n i a , we a re on ly ab le 

to compare l end ing dec is ions i n the c e n t r a l c i t y ( s ) w i t h those 

i n t h e surrounding suburbs. I n a l l cases, l end ing dec is ions on 

a p p l i c a t i o n s f o r mortgages on p r o p e r t i e s i n a l l e g e d l y r e d l i n e d 

neighborhoods or i n the c e n t r a l c i t y a r e compared w i t h d e c i s i o n s 

on o therwise s i m i l a r a p p l i c a t i o n s on suburban p r o p e r t i e s . 

I n C a l i f o r n i a , we have i n f o r m a t i o n c o n t a i n i n g a l l e g a t i o n s 

t h a t l enders r e d l i n e 12 neighborhoods i n Los Angeles County, 

one i n the c i t y o f Oakland, and one i n the c i t y of Sacramento. 

The evidence does not support the a l l e g a t i o n i n Sacramento. 

Al though lenders a r e not more l i k e l y t o deny or modify 

downward a p p l i c a t i o n s f o r mortgages on p r o p e r t i e s i n the Cen-

t r a l Oakland neighborhood than s i m i l a r a p p l i c a t i o n s on suburban 

San Mateo County p r o p e r t i e s , they tend t o underappra ise the 

p r o p e r t i e s and impose h igher i n t e r e s t r a t e s on the mortgages. 

The underappra isa ls increase the downpayment by 4 . 5 p e r c e n t 

w i t h a mortgage f o r 80 percent o f the appra ised v a l u e . The 

h i g h e r i n t e r e s t r a t e s r a i s e the annual payment by $116 on a 

$60 ,000 mortgage w i t h a 9 .75 percent i n t e r e s t r a t e and a 30 

year m a t u r i t y p e r i o d . 

I n Los Angeles County, a t l e a s t one p iece o f ev idence i s 

c o n s i s t e n t w i t h t h e r e d l i n i n g a l l e g a t i o n s i n a l l b u t one n e i g h -

borhood. The r e s u l t s a r e summarized i n Table 7 . There a r e two 
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Table 35 

Number o f Areas w i t h a F i n d i n g C o n s i s t e n t w i t h D i s c r i m i n a t i o n 

on t h e Basis o f P r o p e r t y L o c a t i o n ; Los Angeles-Long Beach SMSA' 

Higher 
Chance o f 

D e n i a l 

H igher 
Chance o f 

Downward 
M o d i f i c a t i o n 

Larger D o l l a r 
H igher Amount of Higher 

I n t e r e s t Downward Loan Under 
Rates M o d i f i c a t i o n Fees A p p r a i s a l 

Compton 

Covina-Azusa 0 

Eas t L . A . - B o y l e H e i g h t s -

Echo Park 1 

H igh land Park 0 

Long Beach-Southwest 0 

Pacoima-San Fernando 0 

Pasadena-North C e n t r a l 0 

Pomona 0 

San Pedro 1 

South C e n t r a l L . A . 0 

V e n i c e - S a n t a Monica 0 

West Covina 0 

A l l a l l e g e d r e d l i n e d neighborhoods t o g e t h e r NA 

Number o f a reas s t u d i e d 2 

0 

0 

0 

0 

2 

0 

0 

0 

0 

1 

0 

NA 

2 

1 

0 

0 

1 

0 

0 

1 

2 

1 

2 

0 

0 

NA 

2 

b 

b 

b 

b 

b 

b 

b 

b 

b 

b 

0 

2 

0 

0 

1 

0 

0 

0 

2 

0 

1 

0 

c 

NA 

2 

2 

1 

0 

1 

0 

2 

1 

1 

0 

c 

NA 

2 

to 
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Table 7 (cont inued) 

a) A f i n d i n g i s v iewed as c o n s i s t e n t w i t h d i s c r i m i n a t o r y behav ior i f a p p l i c a n t s from the 
x n d i c a t e d group have a s t a t i s t i c a l l y s i g n i f i c a n t l y harder t ime r e c e i v i n g a mortgage or 
r e c e i v e mortgages t h a t have s t a t i s t i c a l l y s i g n i f i c a n t l y harsher terms. The i n d i c a t e d 
p r o p e r t y l o c a t i o n s a r e compared to t h e remain ing p a r t of suburban Los Angeles County. 

b) Due t o i n s u f f i c i e n t o b s e r v a t i o n s , a l l the a l l e g e d l y r e d l i n e d neighborhoods had to be 
grouped t o g e t h e r f o r the a n a l y s i s o f t h e d o l l a r amount o f downward m o d i f i c a t i o n s . 

c) I n these models. West Covina was grouped w i t h Covina-Azusa. 

to 
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study areas f o r each type of p o t e n t i a l adverse a c t i o n because 

of the separa te a n a l y s i s o f the 1977 and 1978 d a t a . The f o l l o w -

ing paragraphs descr ibe the c o n s i s t e n t f i n d i n g s i n more d e t a i l . 

I f a p r o p e r t y i s l o c a t e d i n the East Los Angeles-Boyle 

Heights-Echo Park or San Pedro neighborhoods, the mortgage 

a p p l i c a t i o n has a h igher chance of d e n i a l (1 .68 and 2 .00 t imes 

as l i k e l y , r e s p e c t i v e l y ) than a s i m i l a r a p p l i c a t i o n on a prop-

e r t y l o c a t e d i n the suburbs. I n a d d i t i o n , p r o p e r t i e s i n these 

neighborhoods are underappra ised so t h a t the downpayments a re 

3 to 6 percen t h igher than average . Mortgages on San Pedro 

p r o p e r t i e s a lso have s u b s t a n t i a l l y h igher i n t e r e s t r a t e s which 

add $327 t o the annual payments on a $60,000 mortgage w i t h a 

9 . 7 5 percent i n t e r e s t r a t e and a 30 year m a t u r i t y p e r i o d . 

A p p l i c a t i o n s on p r o p e r t i e s i n the Covina-Azusa, Pacoima-

San Fernando, and Ven ice -Santa Monica neighborhoods have h igher 

chances of downward m o d i f i c a t i o n (such m o d i f i c a t i o n s are 1 .58 

t o 2 .62 t imes as l i k e l y ) . A p p l i c a n t s wish ing t o buy p r o p e r t i e s 

i n the Covina-Azusa and West Covina neighborhoods combined are 

a d d i t i o n a l l y burdened by having t o pay 22 percent h igher loan # 

fees than i f the p r o p e r t y were l o c a t e d i n the suburbs. Prop-

e r t i e s i n the Pacoima-San Fernando neighborhood a re s l i g h t l y 

underappra ised . 

Mortgages on Compton p r o p e r t i e s have h igher i n t e r e s t r a t e s 

t h a t add $500 t o the annual payments on a $60,000 mortgage w i t h 

a 9 . 7 5 percent i n t e r e s t r a t e and a 30 year m a t u r i t y . P roper -

t i e s i n Compton a r e a l s o underappra ised so t h a t t h e downpayment 

i s 5 pe rcen t above average . 
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Mortgages i n the Highland Park , Pasadena-North C e n t r a l , 

Pomona, and South C e n t r a l Los Angeles neighborhoods have h igher 

i n t e r e s t r a t e s which add $63 t o $221 t o the annual payments on 

a $60,000 mortgage w i t h a 9 .75 percent i n t e r e s t r a t e and a 30 

year m a t u r i t y per iod- The Pomona d i f f e r e n t i a l i s the l a r g e s t 

and i s present i n both y e a r s . Together w i t h evidence of 20 p e r -

cent h igher loan fees and underappra isa ls (adding up to 6 .8 p e r -

cen t t o the downpayment) i n both y e a r s , the evidence supports 

t h e a l l e g a t i o n t h a t Pomona i s r e d l i n e d . App l ican ts w i t h p r o p e r -

t i e s i n t h e South C e n t r a l Los Angeles and Highland Park ne igh -

borhoods a l s o pay loan fees t h a t a re about 5 percent above a v e r -

age. I n a d d i t i o n . Highland Park p r o p e r t i e s are s u f f i c i e n t l y 

underappra ised to inc rease the downpayment by 5 .2 percen t on 

average . 

I n summary, the f i n d i n g s w i t h r e s p e c t to d i s c r i m i n a t i o n on 

t h e b a s i s o f p r o p e r t y l o c a t i o n i n t h e Los Angeles-Long Beach 

m e t r o p o l i t a n area suggest t h a t one a r e a . Long Beach-Southwest, 

r e c e i v e s no adverse t r e a t m e n t by l e n d e r s . Pomona, on the o t h e r 

hand, r e c e i v e s s u b s t a n t i a l adverse t r e a t m e n t , a l though not i n 

t h e form of h igher chances of mortgage d e n i a l or downward modi-

f i c a t i o n . Many of the areas exper ience adverse t r e a t m e n t o f 

more than one t y p e . 

Community o r g a n i z a t i o n s a l l e g e t h a t lenders r e d l i n e 25 

neighborhoods i n the 5 l a r g e s t m e t r o p o l i t a n areas i n New York 

s t a t e . The evidence i s c o n s i s t e n t w i t h 9 of these a l l e g a t i o n s . 

Mutua l savings banks a re more l i k e l y t o deny mortgage a p p l i c a -

t i o n s i f t h e p r o p e r t y i s l o c a t e d i n t h e Hudson/Park neighborhood 
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of Albany, the H i l l s i d e neighborhood i n Troy, or the F o r t Greene 

and Southeast Queens neighborhoods of New York C i t y than i n a 

suburb. The evidence a lso supports the conclusion t h a t commer-

c i a l banks a re more l i k e l y t o deny mortgage a p p l i c a t i o n s on prop-

e r t i e s from the combined C e n t r a l Brooklyn and F o r t Greene ne igh -

borhoods than on suburban p r o p e r t i e s . Evidence of r e d l i n i n g 

from t h e m o d i f i c a t i o n r e s u l t s a re weaker . They i n d i c a t e t h a t 

mutual savings banks are more l i k e l y t o modify mortgage a p p l i -

c a t i o n s on p r o p e r t i e s i n the Center C i t y neighborhood i n B u f f a l o , 

and the C e n t r a l Brooklyn , F o r t Greene, Park S lope, Crown H e i g h t s , 

and East F la tbush neighborhoods i n New York C i t y than a p p l i c a -

t i o n s on suburban p r o p e r t i e s . However, s ince a p p l i c a t i o n s on 

p r o p e r t i e s i n New Y o r k - N a s s a u - S u f f o l k neighborhoods t h a t a re not 

a l l e g e d t o be r e d l i n e d a r e a l s o more l i k e l y t o be mod i f i ed , these 

m o d i f i c a t i o n r e s u l t s o f f e r l i t t l e support f o r the r e d l i n i n g a l l e -

g a t i o n s i n New York C i t y . 

Age of Neighborhood. Tab le 8 summarizes the number of areas 

w i t h s i g n i f i c a n t f i n d i n g s c o n s i s t e n t w i t h the a l l e g a t i o n t h a t 

l enders d i s c r i m i n a t e a g a i n s t mortgage a p p l i c a t i o n s on p r o p e r t i e s 

i n o l d e r neighborhoods. I n New York , the r e s u l t s may be ambig-

uous because the age of neighborhood measure i s assoc ia ted 

w i t h o b j e c t i v e measures o f the r i s k o f loss (such as the cond i -

t i o n o f s p e c i f i c p r o p e r t y ) t h a t were excluded because of inade-

quate i n f o r m a t i o n . F o r t u n a t e l y , t h e C a l i f o r n i a models inc lude 

t h e age o f t h e s p e c i f i c p r o p e r t y and, t h e r e f o r e , t h e age o f t h e 

neighborhood measure ( f r a c t i o n of housing b u i l t b e f o r e 1940) 

probably prov ides a reasonab ly c l e a r t e s t of d i s c r i m i n a t i o n 
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Table 40 

Number o f Areas w i t h F ind ings C o n s i s t e n t w i t h D i s c r i m i n a t i o n 
on the Basis o f the Age or R a c i a l Composit ion of the Neighborhood 

i n C a l i f o r n i a (CA) and New York (NY)^ 

Higher 
Chance o f 

D e n i a l 

Higher 
Chance o f 

Downward 
M o d i f i c a t i o n 

Higher 
I n t e r e s t 

Rates 

Larger D o l l a r 
Amount of 
Downward 

M o d i f i c a t i o n 

Higher 
Loan 
Fees 

Under 
A p p r a i s a l 

CA NY CA NY CA CA NY CA CA 

O l d e r Neighborhoods 8 /32 4 / 1 0 4 /22 7 /10 0 2 0 1 0 

L a r g e l y B lack 
Neighborhoods 7 / 3 0 1 / 1 0 2 / 2 2 0 / 1 0 4 2 0 4 1 

L a r g e l y Spanish 
Neighborhoods 9 / 3 2 c 4 / 2 2 c 6 1 c 2 5 

L a r g e l y As ian 
Neighborhoods 3 /12 c 1 /12 c 0 0 c 2 2 

Number of Areas 
S t u d i e d b b b b 8 8 5 8 8 

(jj 

a) A f i n d i n g i s viewed as c o n s i s t e n t w i t h d i s c r i m i n a t o r y behav ior i f a p p l i c a n t s from the i n d i -
ca ted group have a s t a t i s t i c a l l y s i g n i f i c a n t l y harder t ime r e c e i v i n g a mortgage or r e c e i v e 
mortgages t h a t have s t a t i s t i c a l l y s i g n i f i c a n t l y harsher terms. The i n d i c a t e d groups of 
a p p l i c a n t s a r e compared t o w h i t e a p p l i c a n t s . 

b) The number o f a reas s t u d i e d v a r i e s w i t h the v a r i a b l e because o f da ta l i m i t a t i o n s , and i s 
i n d i c a t e d a f t e r t h e s l a s h i n these four columns. 

c) These types o f neighborhoods were not s t u d i e d i n New York because of da ta l i m i t a t i o n s . 
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a g a i n s t o l d neighborhoods. At the same t ime , the exact meaning 

of the b u i l d i n g age r e s u l t s i s probably ambiguous because they 

could r e p r e s e n t r i s k f a c t o r s ( e . g . , b u i l d i n g c o n d i t i o n ) or d i s -

c r i m i n a t i o n ( e . g . , a g a i n s t o l d b u i l d i n g s ) . Tests of the e f f e c t 

o f the b u i l d i n g age v a r i a b l e s i n C a l i f o r n i a i n d i c a t e t h a t they 

a re i m p o r t a n t ; t h e i r absence from the New York a n a l y s i s i s thus 

a s i g n i f i c a n t l i m i t a t i o n on the New York f i n d i n g s . 

I n C a l i f o r n i a , a p p l i c a t i o n s f o r mortgages on p r o p e r t i e s 

i n o l d e r neighborhoods a re more l i k e l y to be denied i n 8 o f 32 

study a r e a s . A neighborhood t h a t has 10 a d d i t i o n a l percentage 

p o i n t s o f o l d housing ( b u i l t b e f o r e 1940) i s 1 .09 to 1 .33 t imes 

more l i k e l y t o be denied i n these 8 study a reas . I n a d d i t i o n , 

such a p p l i c a t i o n s a r e 1 .05 t o 1 . 2 0 t imes as l i k e l y t o be modi-

f i e d downward i n 4 o f 22 C a l i f o r n i a study a reas . The s i z e of 

the downward m o d i f i c a t i o n averages 4 t o 5 percent above reduc-

t i o n s i n a p p l i c a t i o n s on p r o p e r t i e s i n neighborhoods w i t h a v e r -

age p r o p o r t i o n s o f o l d housing. There i s no evidence t h a t mort -

gages on p r o p e r t i e s i n o l d e r neighborhoods have h igher i n t e r e s t 

r a t e s or t h a t the p r o p e r t i e s are s y s t e m a t i c a l l y underappraised; 

t h e r e i s a l s o very l i t t l e evidence t h a t a p p l i c a n t s f o r such 

mortgages pay h igher loan f e e s . 

I n New York , a p p l i c a t i o n s f o r mortgages on p r o p e r t i e s i n 

o l d e r neighborhoods a re more l i k e l y t o be denied i n 4 o f 10 

study a r e a s . I f the o l d e r neighborhood has 10 percentage p o i n t s 

more o l d housing than average , t h e chance of d e n i a l i s 1 .08 t o 

1 . 1 7 t imes as l i k e l y than i n the average neighborhood. The 

chance o f m o d i f i c a t i o n i s h igher i n o l d e r neighborhoods i n 7 
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o f 10 study areas- I f the d i f f e r e n c e i n age of o l d housing be-

tween two neighborhoods i s 10 percentage p o i n t s , the chance of 

m o d i f i c a t i o n i s 6 to 19 percent h igher i n the o lder ne ighbor -

hood- Mutual savings banks are respons ib le f o r 6 o f the 11 

s i g n i f i c a n t f i n d i n g s t h a t a p p l i c a t i o n s on p r o p e r t i e s i n o l d e r 

neighborhoods have h igher chances of adverse a c t i o n . 

R a c i a l Composition of the Neighborhood- The number of s i g -

n i f i c a n t f i n d i n g s c o n s i s t e n t w i t h a l l e g a t i o n s t h a t lenders d i s -

c r i m i n a t e a g a i n s t a p p l i c a t i o n s f o r mortgages on p r o p e r t i e s i n 

l a r g e l y m i n o r i t y neighborhoods i s a lso summarized i n Table 8 . 

The chances of d e n i a l a re h igher i f the p roper ty i s l o c a t e d 

i n a l a r g e l y b lack neighborhood i n 7 of 30 C a l i f o r n i a study 

a r e a s . The d i f f e r e n c e s i n these 7 areas are l a r g e ; a p p l i c a t i o n s 

a r e u s u a l l y more than tw ice as l i k e l y t o be denied compared w i t h 

s i m i l a r a p p l i c a t i o n s i n a l a r g e l y w h i t e neighborhood- There i s 

l e s s evidence o f d i s c r i m i n a t i o n a g a i n s t l a r g e l y b lack ne ighbor -

hoods through downward m o d i f i c a t i o n s . But mortgages i n these 

neighborhoods c a r r y i n t e r e s t r a t e s t h a t a re 0 .09 t o 0 .24 p e r c e n t -

age p o i n t s h igher than s i m i l a r mortgages i n l a r g e l y w h i t e ne igh -

borhoods i n 4 o f 8 study a r e a s . These h igher i n t e r e s t r a t e s add 

about $100 t o the annual payments on a $60,000 mortgage w i t h a 

9 . 7 5 percen t i n t e r e s t r a t e and a 30 year m a t u r i t y p e r i o d . A p p l i -

cants f o r mortgages on p r o p e r t i e s i n l a r g e l y b lack areas pay an 

e x t r a $27 t o $50 i n loan f e e s , about a 5 percent markup. There 

i s l i t t l e ev idence t h a t p r o p e r t i e s i n l a r g e l y b lack neighborhoods 

a r e underappra ised — the one s i g n i f i c a n t f i n d i n g would on ly 

r a i s e t h e downpayment by 0 -2 percent w i t h a mortgage f o r 80 
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percent of the appra ised v a l u e . 

I n New YorkI on ly one f i n d i n g i s c o n s i s t e n t w i t h the a l l e -

g a t i o n t h a t lenders r e d l i n e l a r g e l y b lack neighborhoods. Com-

m e r c i a l banks i n t h e g r e a t e r New York C i t y area a re more l i k e l y 

t o deny a p p l i c a t i o n s f o r mortgages i n predominate ly b lack ne igh -

borhoods than i n neighborhoods w i t h most ly w h i t e r e s i d e n t s . 

I n C a l i f o r n i a , we have f i n d i n g s on two a d d i t i o n a l measures 

o f the r a c i a l composit ion of the neighborhood: l a r g e l y Spanish 

and l a r g e l y As ian . A p p l i c a t i o n s f o r mortgages on p r o p e r t i e s i n 

predominant ly Spanish neighborhoods have h igher chances of de-

n i a l than s i m i l a r a p p l i c a t i o n s i n most ly w h i t e neighborhoods i n 

9 o f 32 study a r e a s . The chances of d e n i a l i n these Spanish 

neighborhoods a re 1 .27 t o 6 .13 t imes the chances of d e n i a l f o r 

s i m i l a r a p p l i c a t i o n s i n the w h i t e neighborhoods. Furthermore, 

downward m o d i f i c a t i o n i s 1 . 2 5 t o 1 .70 t imes more l i k e l y i n 

l a r g e l y Spanish neighborhoods i n 4 of 22 study a reas . I n t e r e s t 

r a t e s a re 0 . 1 2 to 0 . 4 2 percentage p o i n t s h igher when the prop-

e r t y i s i n a l a r g e l y Spanish neighborhood i n 6 of 8 study a reas . 

As a r e s u l t , the annual payments on a $60,000 mortgage w i t h a 

9 . 7 5 percent i n t e r e s t r a t e and a 30 year m a t u r i t y p e r i o d are as 

much as $220 h i g h e r than average . The loan fees a re a l s o 6 t o 

11 percent h i g h e r i n 2 o f 8 study a r e a s . And f i n a l l y , p roper -

t i e s a r e s y s t e m a t i c a l l y underappra ised i n 5 of 8 study a r e a s , 

bu t t h e d i f f e r e n c e s a r e s m a l l . For example, t h e downpayment 

r e q u i r e d t o accompany a mortgage f o r 80 percent o f the appra ised 

v a l u e inc reases by no more than 1 . 2 p e r c e n t , or $180 f o r a p u r -

chase p r i c e of $ 7 5 , 0 0 0 . 
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The evidence i s c o n s i s t e n t w i t h a l l e g a t i o n s of d i s c r i m i n a -

t i o n a g a i n s t l a r g e l y As ian neighborhoods i n only a few study 

a r e a s . A p p l i c a t i o n s on p r o p e r t i e s i n l a r g e l y Asian ne ighbor -

hoods have a h igher chance of d e n i a l or downward m o d i f i c a t i o n 

i n 3 of 12 and 1 o f 12 study a reas , r e s p e c t i v e l y . Higher loan 

fees and underappra isa ls were found i n l a r g e l y Asian ne ighbor -

hoods i n 2 of 8 study a r e a s . 

CONCLUSIONS 

Our major f i n d i n g s of mortgage lend ing d i s c r i m i n a t i o n i n 

New York and C a l i f o r n i a a r e : 

- We f i n d on ly l i m i t e d evidence of d i s c r i m i n a t i o n on the 

b a s i s o f the sex or m a r i t a l s t a t u s of the a p p l i c a n t . 

I n p a r t i c u l a r , our f i n d i n g s do not support a l l e g a t i o n s 

o f widespread d i s c r i m i n a t i o n a g a i n s t f e m a l e - o n l y a p p l i -

can ts or of the widespread d iscount ing of the incomes 

o f secondary workers . The r e s u l t s support the view t h a t 

l e n d e r s d i s c r i m i n a t e a g a i n s t ma le -on ly a p p l i c a n t s and 

a g a i n s t unmarried or separated a p p l i c a n t s . 

- D i s c r i m i n a t i o n on the bas is o f the race of the a p p l i c a n t 

i s widespread i n both New York and C a l i f o r n i a . Th is d i s -

c r i m i n a t i o n takes many forms and has s u b s t a n t i a l adverse 

impacts on b l a c k / Spanish, and o ther m i n o r i t y a p p l i c a n t s . 

- We f i n d some evidence t h a t lenders t r e a t o l d e r a p p l i c a n t s 

a d v e r s e l y r e l a t i v e t o younger a p p l i c a n t s , e s p e c i a l l y i n 

connec t ion w i t h loan m o d i f i c a t i o n s . 

- The r e s u l t s a re mixed w i t h r e g a r d t o a l l e g a t i o n s t h a t 
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l e n d e r s r e d l i n e s p e c i f i c ne ighborhoods; some n e i g h b o r -

hoods appear t o be r e d l i n e d and o t h e r s do n o t . I n a d d i -

t i o n , some s u p p o r t i s found f o r a l l e g a t i o n s t h a t l e n d e r s 

r e d l i n e o l d e r or l a r g e l y m i n o r i t y ne ighborhoods . 
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