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Summary 

• Wide Racial Disparities in 
Homeownership in Minnesota 

• Non-Trivial Role of Lending Disparities 
• Need for More Aggressive Enforcement 

of ECOA  



Home Ownership 
Disparities Larger in 
Minnesota than USA 









Home Ownership Rates for 
Young Whites are higher than 

Home Ownership Rates for 
African Americans of All Ages 
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Low-Incomes and Low-
Income Segregated Tracts 

• Low-income whites have home 
ownership rates five times that of low-
income blacks 

• Whites living in low-income white tracts 
(95% or more white) have home 
ownership rates that are three times 
that of blacks living in low-income black 
tracts 
 





Low-Income Only Explains a Small 
Part of the Homeownership Disparity 

• Low-income whites are five times more likely 
than low-income blacks  to own their own 
homes 

• Home ownership rates among whites in 
predominantly black neighborhoods are 
almost twice the homeownership rates of 
blacks in those neighborhoods 

• In low-income white census tracts blacks less 
likely to own homes than whites 
 
 



LENDING DISPARITIES 



Disparities Larger in 
Minnesota than USA 



Loan Denial Analysis – Twin 
Cities 

• HMDA Data 2008-2013 
– 1,181,231 completed applications 
– 413 to 557 lenders (excludes lenders with 

less than 30 applications) 
• 50 Largest Lenders Account for 80% of 

All Home Mortgage Loans 
• 20 Largest Lenders Account for 70% of 

All Home Mortgage Loans 











Explanations for lending 
disparities 

• Hypothesis #1 – Poor credit, low incomes, 
high risk neighborhoods 

• Hypothesis #2 – GSE Guidelines 
• Hypothesis #3 – Predatory lending 
• Hypothesis #4 – Adverse selection (Subprime 

Lending) 
• Hypothesis #5 – Lender discrimination; lax 

enforcement 
 



Results of Test for 
Discrimination in Twin Cities 



Covariates 

• Loan amount, debt/income ratio 
• Applicant gender, applicant income 
• Predicted credit risk 
• Census tract characteristics 
• Loan type 
• Year 





Recommendations to 
Minneapolis Fed 

• More vigorous enforcement of ECOA 
• Use of regression-based models to 

select lenders for audits 
• Highlight and encourage successful 

investments in high-risk neighborhoods 
(e.g. Stairstep Foundation initiatives and 
Thor Construction) 
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