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Introduction

Community revitalization cannot occur without an adequate supply of capital so that households can purchase homes.  In addition to the direct asset-building benefits that home ownership confers, it also provides households with a stake in the community.  When people own homes, they not only take pride in their own property, but also in the entire community.  

Unfortunately, many people find home ownership an unattainable goal.  Over the past several years research on the mortgage lending industry has revealed patterns of discrimination.  This discrimination is usually based on a mortgage applicant’s race, or on the racial and income characteristics of the neighborhood where an applicant wishes to purchase a home.  A federal law, the Community Reinvestment Act (CRA), states that banks have an affirmative obligation to meet the credit needs of their local communities, including low and moderate income neighborhoods.  Another law, the Home Mortgage Disclosure Act (HMDA), requires lenders to disclose information regarding the number of applications received, the race and income of applicants, the location of the property for which the loan was sought, and whether or not the application was approved or denied.

This paper will look at the availability of credit for home purchase, refinancing, and home improvement in Queens, NY.  Queens is one of the most ethnically diverse counties in the United States.  It also has a varied housing stock.  After an overview of the demographic characteristics of Queens and its neighborhoods, the HMDA data from 1996 will be analyzed.  The analyses will focus on the two types of discrimination mentioned above.  That is, are applicants for loans discriminated against because of their race?; and are particular neighborhoods discriminated against?  These questions will be answered by looking at all financial institutions doing business in Queens aggregated together.  In addition, selected individual institutions will be analyzed.

Queens, NY

Queens is the largest of the five boroughs that make up New York City.  The 119 square miles is characterized by a remarkable diversity of land uses.  According to the 1990 Census of Population and Housing , of New York’s 7,322,564 residents, 1,951,598 (26.7%) lived in Queens.  Of the city’s 2,992,169 housing units, 752,690 (25.2%) were in Queens.

Queens is one of the most racially and ethnically diverse places in the United States.  Of the near two million residents, 57.9% are white, 21.7% are African-American, and 12.2% are Asian-American.  Hispanics (who can be of any race) comprise 19.5% of the population.  These racial groups are not homogeneously distributed throughout the borough.  For example, of the 673 census tracts in Queens, 275 (40.9%) are more than 75% white.  There are 124 tracts (18.4%) which are more than 75% black.

However, a mere breakdown of the major racial groups does not begin to capture the remarkable population diversity in Queens.  Over 36% of the population in 1990 was foreign-born.  And more than 45% of that number arrived between 1980 and 1990.  Of the 1,833,315 people over the age of five, 805,411 (43.9%) reported that they spoke a language other than English at home.  Other than English, the language spoken at home with the greatest frequency is Spanish, followed by Italian, and then Korean.  Of the 720,149 households in Queens, 96,621 (13.4%) are classified as linguistically isolated.

The census also asks respondents about their ancestry.  For those people who reported multiple ancestry, the largest group was Italian.  A total of 252,690 reported Italian as their first or second ancestry.  This was followed by Irish (175,124), German (141,780), Polish (86,148), and Russian (68,987).  

Even within census-defined race groups there is great diversity.  Of the almost quarter million Asian-Americans, 87,001 are Chinese, 53,939 are Asian Indian, and 49,970 are Korean.  There are also substantial numbers of Filipinos, Japanese, Vietnamese, and Thais. And of the over third of a million Hispanics, 94,395 are Puerto Rican, 63,224 are Colombian, and 52,309 are Dominican.  There are also large numbers of Cubans, Mexicans, Ecuadoreans, Peruvians, and Guatemalans.  

The 1990 median household income in Queens was $34,186.  This figure, naturally, masks the large variation in income that exists.  For example, over 24% of the households had incomes under $17,500.  Over 21% of the households had incomes over $60,000.  Using Census Bureau thresholds for 1990, 10.9% of the individuals in Queens lived below the poverty line. For white individuals, 8.5% were in poverty; for Asian-Americans, 12.2%; for African-Americans, 13.7%; and for Hispanics, 17.0%.

This paper is primarily about home ownership and the ability to become a homeowner.  The 1990 census reported that 95.7% of the housing units in Queens were occupied.  Of those units, 306,127 (42.5%) were owner-occupied; 414,022 (57.5%) were renter-occupied.  (The 1990 percent owner-occupied for the entire United States was 64.2%; for New York State, 52.2%.)  There is some variation in owner-occupancy rates across races.  Of the units occupied by white householders, 44.2% are owned.  For African-Americans the figure is 45.3%; for Asian-Americans, 29.3%; and for Hispanics. 22.0%.

The housing stock in Queens is quite varied.  Of the total number of units, 27.7% are one-family structures; 34.6% of the units are in structures with 2, 3, or 4 units; 13.5% are in structures with 10 to 49 units; and 22.3% of the units are in very large apartment buildings, those with 50 or more units.  Over 54.2% of the units were built prior to 1950.  Only about 4% of the units have been built since 1980.

Although the housing is old, the occupants of the housing are relatively new.  For occupied units, 52.9% of the occupants moved into the unit in 1980 or later.  However, this figure varies by tenure.  Whereas only 37.8% of the owner-occupants moved into their unit in 1980 or later, 64.1% of the renter-occupants moved in during that same time period.

Financial Institution Performance

The primary purpose of this paper is to examine the availability of funds for purchasing, improving, or refinancing a home in Queens; and, to determine whether or not those funds are available to all groups and areas in the borough.  The main source of information to conduct such an analysis is data collected under the Home Mortgage Disclosure Act (HMDA).  Under this Federal law, a financial institution must report certain information to the government about the applications it takes for mortgages for home purchases, home improvement loans, and home refinancings.  The information reported includes the race, sex and income of the applicant; the loan amount; the census tract where the property is located; and the action taken on the application.  Data for 1996 is analyzed here.

In 1996, 19,892 applications for mortgages for home purchase, home improvement loans, and refinancings were filed in Queens.  (This number does not include those applications which were filed for under any government insurance program; i.e., Federal Housing Administration, Veterans Administration, or Farmers Home Administration.).  Of all the applications filed, 80% were approved and 20% were denied.  Across racial groupings, the approval rates and denial rates varied somewhat.  For Asian-Americans, 85.2% were approved and 14.8% were denied.  The approval and denial rates for African-Americans were 76.3% and 23.7%; for Hispanics, 77.2% and 22.8%; and for whites, 81.0% and 19%.  Table 1 shows the approval and denial rates for the different types of applications.

TABLE 1




Home Purchase
Home Improvement
      Refinancing



           Approve   Deny
    Approve   Deny
   Approve   Deny
Asian-American
89.2
10.8
54.5
45.5
80.3
19.7

African-American
80.1
19.9
58.7
41.3
78.3
21.7

Hispanic
81.5
18.5
55.6
44.4
75.0
25.0

White
87.1
12.9
61.8
38.2
82.2
17.8

In addition to examining lending activity in the aggregate, the HMDA data can be analyzed for individual financial institutions.  There were 244 different institutions that took applications in 1996.  However, there were only 57 that took 100 or more.  A few were selected for analysis in this paper.  These are listed in Table 2 along with the approval and denial rates for the race groups.  These percentages are for all loan types combined.  The percentages differ somewhat for the three different types—home purchase, home improvement, and refinancing.

TABLE 2



   Asian-American    African-American        Hispanic                   White


   Approve   Deny      Approve   Deny     Approve   Deny   Approve   Deny
Prudential
79.2
20.8
53.8
46.2
60.0
40.0
87.5
12.5

Citibank Mtg.
84.1
15.9
56.8
43.2
71.4
28.6
86.0
14.0

Home Federal
72.7
27.3
43.8
56.3
66.7
33.3
83.7
16.3

Ridgewood
86.2
13.8
52.2
47.8
68.4
31.6
84.1
15.9

Dime
87.5
12.5
69.5
30.5
74.0
26.0
88.0
12.0

Michael Strauss
85.7
14.3
68.4
31.6
58.3
41.7
82.9
17.1

Astoria
84.5
15.5
66.7
33.3
67.4
32.6
83.2
18.8

Marine Midland
88.8
11.2
71.1
28.9
73.5
26.5
85.4
14.6

Observe in the above table not only how the approval and denial rates differ among the race groups for each institution, but also how they differ among each other and from the aggregate approval and denial rates.

Another way to analyze lending by financial institutions is from a geographic perspective. For the purposes of this analysis, minority population is defined as the sum of African-Americans and non-African-American Hispanics.  If the census tracts are divided into categories based on percent minority, then 297 (44.1%) of the tracts are less than 25% minority; 210 (31.2%) are between 25% and 75% minority; and 161 (23.9%) are greater than 75% minority.  (Five of the census tracts are missing because they had no population.)

For the total number of applications in Queens, 84.6% were approved in low minority tracts and 15.4% were denied.  In high minority tracts, however, the approval rate was 74% and the denial rate was 26%.  For the middle category, 77% were approved and 23% were denied.  Table 3 shows the approval and denial rates for these three groups of tracts for the different types of applications.

TABLE 3




Home Purchase
Home Improvement
      Refinancing




Approve   Deny
   Approve   Deny
   Approve   Deny
Low Minority
87.6
12.4
67.1
32.9
82.9
17.1

Middle Minority
81.4
18.6
58.3
41.7
76.3
23.7

High Minority
81.6
18.4
56.0
44.0
78.2
21.8

In the Table 4, the approval and denial rates are shown for the eight financial institutions listed in Table 2.

TABLE 4




Low Minority

Middle Minority

High Minority


          Approve   Deny
            Approve   Deny
          Approve   Deny
Prudential
80.2
19.8
69.6
30.4
71.4
28.6

Citibank Mtg.
84.5
15.5
72.9
27.1
62.5
37.5

Home Federal
84.1
15.9
62.5
37.5
52.9
47.1

Ridgewood
85.8
14.2
63.3
36.7
44.4
55.6

Dime
88.5
11.5
78.7
21.3
60.7
39.3

Michael Strauss
87.0
13.0
73.9
26.1
64.3
35.7

Astoria
84.9
15.1
73.9
26.1
62.5
37.5

Marine Midland
84.1
15.9
82.1
17.9
80.0
20.0

Both for all institutions in the aggregate (Table 3) and for the selected institutions, the percentage of applications denied is always lower in the low minority areas.  And for some of the individual institutions the gap in the denial rate between the low minority and high minority areas is quite large.

Conclusions

The analysis presented in this paper can be refined.  For example, household income (which is a part of the HMDA database) can be introduced as a control variable.  Similarly, in the geographic analysis, the median household income of tracts can be used as a control.  In addition, the results for any one institution could change markedly if government insured applications were included.

One must be careful in drawing conclusions from an analysis of the HMDA data.  Even though the information presented above is sometimes quite striking, definitively concluding that financial institutions in the aggregate or any individual institution is discriminating against minorities is risky.  This is because the decision to approve or deny an application for a loan is quite complicated.  For example, two important variables that institutions use to assess an applicant’s credit worthiness is the credit history and employment history.  No information on these indicators is included in the HMDA data.  However, the HMDA data can at least begin to point to institutions that should be examined more closely.
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