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EXECUTIVE SUMMARY

The Greenlining Institute and the National Community Reinvestment Coalition (NCRC) assessed home
purchase and refinance lending across California and three diverse cities: Fresno, Long Beach, and Oak-
land. This report does a deep dive into 2015 home lending data. The main findings include:

e Overall, communities of color do not access home purchase loans at rates comparable to non-His-
panic Whites (referred to as Whites in this report). Whites make up 40 percent of California’s popu-
lation, and received 48.5 percent of the home purchase loans and 51.2 percent of refinance loans. All
communities of color combined make up 58.2 percent of the population, but only receive 40 percent
of home purchase loans, and 34 percent of refinance loans.

e Latinos and Blacks are especially underrepresented in home purchase and refinance originations.
Combined they make up 43.8 percent of the population of California but only receive 24.2 percent of
the home purchase loans in the state.

e Asians Americans (excluding Hawaiian and Pacific Islanders) slightly exceed their population share
in home purchase loans and meet their population share in refinance loans across the state. Unfortu-
nately, the Home Mortgage Disclosure Act (HMDA) does not require financial institutions to disaggre-
gate the broad “Asian American” category, casting a shadow on the wide range of economic realities
across different Asian American communities (see Recommendations for more on this).

e Home purchase loans in low- to moderate-income census tracts across California vastly exceeded
loans to low- to moderate-income borrowers - creating what seems to be a statistical portrait of
gentrification. This discrepancy is more pronounced in Long Beach and Oakland, both experiencing
notable gentrification, than in Fresno. In Long Beach, loans in LMI census tracts from the top 10 lenders
exceeded loans to LMI borrowers by exactly four to one, suggesting that middle and upper income bor-
rowers are displacing LMl buyers in LMI census tracts. Although the updated Community Reinvestment
Act Q&A section explicitly states that loans that may be exacerbating gentrification and displacement
may not be CRA-eligible, we rarely have seen this to be the case.' Financial institutions are continuing
to receive Community Reinvestment Act credit for extending loans in LMI census tracts regardless of
the borrower. CRA examiners should take into account each assessment area’s state of gentrification
and assess home loans accordingly. Further research should explore whether the CRA may inadver-
tently incentivize banks to lend to upper-income borrowers purchasing in low income neighborhoods,
potentially accelerating displacement.

* In recent years, non-bank lenders? have come to play a much larger role in California, even domi-
nating certain regional markets, including the home purchase mortgage market in Fresno and Long
Beach. In 2015 in California, 5 out of the top 10 home purchase lenders were non-banks, and in Oak-
land and Long Beach, six of the top ten home purchase lenders were non-banks. In Fresno, nine of the
top 10 home purchase lenders were non-banks. Non-bank lenders can be problematic in several ways.
They are not subject to the Community Reinvestment Act, so their lending is not regularly assessed to
determine whether they meet the credit and borrowing needs of the communities where they operate.
They tend to be more effective than deposit lenders at reaching communities of color, low-income
and immigrant communities, all of which are highly vulnerable to predatory lending. They are often

' “The Community Reinvestment Act: How CRA Can Promote Integration and Prevent Displacement in Gentrifying Neighborhoods.”
2016. NCRC. Retrieved from http:/www.ncrc.org/images/cra_in_gentrifying_neighborhoods_web.pdf in July 2017.

2 “Non-bank” is used here to refer to any lender that itself does not offer traditional banking services such as savings or checking
accounts. “Deposit lender” refers to those lenders that do offer these deposit based services. This includes banks, savings and trust
institutions, and credit unions. Researchers identified deposit lenders by a combination of name and regulator and then reviewed each
list presented here manually.
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under-capitalized, so in times of recession they are more likely to exit the market and leave a gap that
deposit lenders may not fill. Finally, they tend to charge slightly higher rates than deposit banks do for
similarly situated borrowers.?

3 Bhutta, Neil, and Daniel R. Ringo (2015). Effects of the Ability to Repay and Qualified Mortgage Rules on the Mortgage Market. Board
of Governors of the Federal Reserve System (US).
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INTRODUCTION

As housing prices across California continue to rise and the housing market expands, communities of color
continue to be excluded from homeownership - a crucial wealth building vehicle for families in the U.S.
With concerns about gentrification and displacement rising in many areas of the state, homeownership
rates are not equally distributed along racial and ethnic lines, and people of color do not access mortgages
at equal rates as their White counterparts across the state.4

Lower rates of homeownership in communities of color have roots in America’s long history of housing
discrimination. In 1934, the National Housing Act “redlined” communities of color by actively discourag-
ing lending in neighborhoods based on their racial make-up. And although the Fair Housing Act of 1968
officially outlawed redlining, discriminatory lending practices persist today in different forms. In the years
leading up to the Great Recession, financial institutions engaged in “reverse redlining,” targeting commu-
nities of color with predatory subprime mortgages that eventually led to the foreclosure crisis. The crisis
decimated the wealth of families of color, especially Latino and Black families, and created a negative mark
on families’ credit histories that had lasting impacts on their ability to access home loans.

The housing market slowly recovered from the crash, but largely left behind people of color and low-in-
come people. We used home mortgage data collected under the Home Mortgage Disclosure Act to pro-
vide insight into lending patterns to communities of color in California and the three cities of Fresno, Oak-
land, and Long Beach - chosen for their demographic and geographic diversity. People of color are largely
underrepresented in loans received across California, and especially in the urban areas of Long Beach and
Oakland. As our demographics continue to shift, our economic prosperity will increasingly depend on
people of color having expanding access and opportunity to reach their full potential.

METHODOLOGY

We reviewed the loans reported in the 2015 HMDA dataset for this report with the following limitations: all
loans are on single family or manufactured homes that were both owner occupied and reported a first lien
status on the property. Loans were examined in two ways, based on the income and race/ethnicity of the
primary borrower on the one hand and the census tract where the loan was reported one the other. HMDA
data does not allow for precise locations of individual loans to be determined at the tract level, providing
insufficient details to draw conclusions about the sub-market where the collateral property is located.
This study does not address purchased loans, which are a major source of income for many lenders. This
report identifies race and ethnicity in the following manner, based on the primary borrower’s information
recorded in the HMDA data: If the ethnicity was Hispanic, we identified the borrower as Hispanic (we use
the term Latino in this report) regardless of the race they selected. If the ethnicity is non-Hispanic the
borrower is then identified by the primary or first race they selected. So a non-Hispanic that identified as
“Race 1 = White” and “Race 2 = Asian” will be recorded as a “White non-Hispanic” borrower for the pur-
poses of this report. Asians in this report refer to Asian Americans, excluding Pacific Islander communities.
Dual race responses are extremely rare in the dataset and as such are not addressed as a separate racial
group. For any responses where no ethnicity or race was identified the loan was characterized as having
“no demographic data” and was counted toward the total loan number but was not included in the calcu-
lations of loans to households of color.

4 Traub, Amy & Ruetschlin, Catherine (2016). The Racial Wealth Gap: Why Policy Matters. Demos. Retrieved from http:/www.demos.org/
publication/racial-wealth-gap-why-policy-matters on July 1, 2017.
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CALIFORNIA

California lenders as a whole reported 296,757 home purchase loans and 521,443 refinance loans in the
2015 HMDA dataset.

In California in 2015, Blacks, Latinos, and Native Americans were badly underrepresented in California
mortgage lending.

Home lending to Asians slightly exceeded their share of California’s population. Home lending to Whites
exceeded the combined total of loans to all other groups.

Table 1: California Demographics

otal Population: 37,253, - ) |
40.1% 31.6% 13.0% 6.2% 1.0%

White Latino Asian Black Native
American

Table 2: Home Loans in California by Race/Ethnicity in 2015

Home Purchase Refinance

Latino - 21.2% Latino - 17.1%
Asian - 15.1% Asian - 13.0%

Black I 3.0% Black I 3.1%
Nat\\/g ‘ 0.4% Native | 0.4%
American American
Total Loans: 296,757 Total Loans: 521,443

Note: 11.1 percent of home purchase and 14.4 percent of refinance originations lacked demographic information.
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Tables 3 and 4 below illustrate the number of home purchase and refinance loans by race and ethnicity for
the top 10 lenders in California in 2015. Five of the top 10 home purchase and refinance lenders in California
are depository institutions, indicated by an asterick in Table 3.

Table 3: Home Purchase Loans in California by Race/Ethnicity

Institution White Latino Asian Black Native Leicll
American Loans

Wells Fargo Bank* 51.4% 12.9% 24.5% 1.7% 0.3% 26,312
Bank of America* 48.5% 9.0% 34.3% 1.5% 0.3% 9,182
Stearns Lending 45.4% 30.8% 11.5% 3.6% 0.3% 8,708
JPMorgan Chase Bank* 53.2% 9.3% 24.0% 1.5% 0.3% 8,562
American Pacific Mortgage 63.3% 20.1% 7.3% 3.8% 0.5% 8,050
Loan Depot 39.5% 27.7% 12.0% 2.9% 0.4% 7,900
Flagstar Bank* 47.5% 13.3% 29.4% 2.7% 0.3% 6,586
Broker Solution 39.7% 38.1% 9.0% 4.6% 0.3% 6,445
Banc of California* 50.3% 27.6% 10.1% 3.1% 0.4% 5,610
Prospect Mortgage 58.2% 18.8% 8.8% 3.2% 0.2% 5,412

All Lenders in California 48.5% 21.2% 15.1% 96,757

Table 4: Refinance Loans in California by Race/Ethnicity

Institution White Latino Asian Black il Total
American Loans

Wells Fargo Bank®* 54.2% 17.6% 13.3% 2.5% 0.2% 43,713
Quicken Loans 44.3% 10.4% 10.3% 3.0% 0.4% 35,501
Bank Of America* 52.2% 18.9% 18.8% 2.6% 0.5% 29,217
JPMorgan Chase Bank* 56.4% 15.2% 15.6% 2.5% 0.2% 23,447
Flagstar Bank 50.8% 12.9% 24.9% 2.4% 0.2% 16,317
Loan Depot 51.8% 17.8% 9.3% 4.2% 0.7% 15,201
Impac Mortgage 471% 16.9% 13.2% 1.9% 0.4% 12,039
Stearns Lending 54.1% 21.9% M.7% 2.6% 0.3% 10,666
Citibank* 43.2% 11.8% 22.2% 1.9% 0.2% 10,487
Nationstar Mortgage 50.1% 23.1% 9.6% 5.5% 0.8% 9,786

All Lenders in California 51.2% 17.1% 13.0% 521,443

It is important to first note the level at which Wells Fargo leads other mortgage lenders in California.
Reporting 26,312 home purchase and 43,713 refinance originations, they easily exceed the next largest
competitor in both loan categories. When discussing the HMDA universe of loans as a whole, either in me-
dian or average terms, Wells Fargo’s overwhelming presence can be expected to skew any results. In other
words, compared to other lenders Wells Fargo has an outsized impact in setting the terms of the market.
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When first looking at home purchase lending by race and ethnicity across the top lenders, we see notable
variation among the group. Wells Fargo, Bank of America, and JPMorgan Chase originate a far smaller
percentage of loans to Latino and Black individuals than the average among the top 10 lenders and among
overall originations in the market.

Tables 5 and 6 below illustrate home purchase and refinance loans to low- to moderate-income census
tracts and low- to moderate-income borrowers.

Table 5: Home Purchase Loans in California by Income

Institution Low to Moderate Low to Moderate
Income Census Tracts Income Borrowers

Wells Fargo Bank* 13.5% 11.1%
Bank of America* 11.5% 9.1%
Stearns Lending 20.9% 18.8%
JPMorgan Chase Bank 10.6% 7.8%
American Pacific Mortgage 18.7% 16.3%
Loan Depot 18.3% 12.0%
Flagstar Bank* 16.3% 11.3%
Broker Solution 22.1% 12.1%
Banc of California* 20.7% 14.8%
Prospect Mortgage 18.1% 10.4%

Average of Top Ten Lenders 17.1% 12.4%

Table 6: Refinance Loans in California by Income

Institution Low to Moderate Low to Moderate
Income Census Tracts Income Borrowers

Wells Fargo Bank* 13.3% 21.0%
Quicken Loans 14.4% 18.7%
Bank Of America* 14.7% 20.4%
JPMorgan Chase Bank* 1M1.1% 15.3%
Flagstar Bank 13.0% 17.4%
Loan Depot 14.3% 28.1%
Impac Mortgage 13.8% 14.4%
Stearns Lending 17.3% 15.4%
Citibank* 12.6% 14.5%
Nationstar Mortgage 18.7% 39.3%

Average of Top Ten Lenders 14.3% 20.5%
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Among loans to low to moderate-income borrowers and in low to moderate-income census tracts, per-
centages range from 7.8 percent of loans to LMI borrowers by JPMorgan Chase to a high of 18.8 percent
by Stearns Lending, a non-bank lender.® Although this study does not encompass a regression analysis to
look for statistical significance, the initial data would indicate that non-bank lenders extend more loans to
low- and moderate- income borrowers and borrowers of color compared to traditional bank lenders. The
three largest traditional banks out of the top ten lenders — Wells Fargo, Bank of America, and JPMorgan
Chase — originate much fewer loans to Latino and Black consumers as a percentage of total loans than
all non-banks on the list. Notably, Banc of California originates far more loans proportionately to Latinos,
Blacks, LMI census tracts, and LMI borrowers than any other bank lender in California.

According to a recent study published by the Federal Reserve, Wells Fargo, Bank of America, and JPMor-
gan Chase, have greatly decreased the share of lending to LMI borrowers between 2010 and 2016 across
the country. LMI share of originations among these lenders reduced from 32 percent of loans in 2010 to 15
percent in 2016. This decline has outpaced the decline in lending to LMI borrowers from smaller commu-
nity banks and non-banks.®

This comports with other studies that have suggested that non-banks are more likely to make Federal
Housing Administration and Veterans Administration loans, which traditionally are used by higher propor-
tions of applicants of color than conventional loans.

Traditional banks overall lend more to Asians than non-banks.

5 Low- to moderate-income (LMI) borrowers are defined as those with incomes of less than 80 percent of estimated current median
family income of the metropolitan area or non-metropolitan area that the borrower resides. Low- to moderate-income census tracts are
those with median incomes that are 80 percent or less of the median family income of the metropolitan area or non-metropolitan area
that the census tract is in.

6 Butta, Neil, Laufer, Steven, Ringo, Daniel R. The Decline in Lending to Lower-Income Borrowers by the Biggest Banks (2017). Board of
Governors of the Federal Reserve System (US). Retrieved from https:/www.federalreserve.gov/econres/notes/feds-notes/the-decline-
in-lending-to-lower-income-borrowers-by-the-biggest-banks-20170928.htm in October, 2017.
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FRESNO

The data maps of California lending show clear concentrations of lending on a per housing unit basis near
major population hubs. The exception to this is in the Central Valley near Fresno, which has much greater
populations of people of color and low- to moderate-income families.

People of Color
Population 2010

Home Purchase Loans
Per 100 Houses 2015

0.5 -1 <10%
-2 10.1% - 25%
-3 251% - 50%

I -0.1% - 75%
Il 751 -100%

-3

Figure 1: California Home Purchasing Figure 2: California Minority and LMI

Table 7: Fresno Demographics

Total Population: 390,724

~ ™ -
26%  83%  LT%

Asian Black Native
American

30.0% 46.9%

White Latino
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Table 8: Home Loans in Fresno by Race/Ethnicity in 2015

Home Purchase Refinance

coro [ o .
Asian - 11.3% Asian . 8.8%

Black I 3.8% Black I 2.9%
Native | 0.4% Native | 0.4%
American American
Total Loans: 3,676 Total Loans: 3,646

Note: 5.2 percent of home purchase and 13.6 percent of refinance loan originations in Fresno lacked demographic data.

Tables 9 and 10 below show that a very different set of lenders dominates the home purchase market
than the state in general, with Wells Fargo sitting on top of a list of nine non-bank lenders. In terms of
originations of home purchase loans, non-banks make up nine of the top 10 lenders. For refinance loans,
non-banks are six of the top 10 lenders.

Interestingly, in Fresno the two largest traditional banks among the top 10 home purchase lenders, Wells
Fargo and Bank of America, lent relatively more to Latino and Black borrowers than in Oakland. Where-
as in Oakland the two banks’ lending to Blacks and Latinos fell far below the overall lending to the two
groups, in Fresno the banks’ lending is on par or above overall lending.

Table 9: Home Purchase Loans in Fresno by Race/Ethnicity

Institution White Latino Asian Black il Total
American Loans

Wells Fargo Bank®* 35.8% 36.4% 19.7% 3.8% 0.4%

Resource Lenders 63.2% 26.6% 5.0% 2.5% 0.3% 399
Stearns Lending 36.0% 50.5% 8.4% 2.3% 0.9% 214
Prospect Mortgage 58.8% 27.5% 9.3% 2.5% 0.0% 204
Country Club Mortgage 17.4% 64.1% 12.8% 1.5% 1.0% 195
Venta Financial Group 32.8% 53.7% 5.2% 6.0% 0.0% 134
Sierra Pacific Mortgage 61.0% 23.6% 6.5% 3.3% 0.0% 123
Universal American 41.2% 32.5% 12.3% 10.5% 0.9% 14
Loan Depot 51.0% 22.1% 19.2% 1.0% 0.0% 104
American Financial Network 46.2% 36.3% 9.9% 2.2% 0.0%

All Lenders in California 42.8% 36.1% 11.3% 3,676
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Table 10: Refinance Loans in Fresno by Race/Ethnicity

Institution White Latino Asian Black LEELT e
American Loans

Wells Fargo Bank* 46.6% 25.5% 15.9% 3.1% 1.0%

Quicken Loans 44.3% 16.8% 3.1% 2.0% 0.3% 352
Bank Of America* 45.5% 32.1% 11.5% 2.4% 0.6% 165
Educational Employees* 56.7% 15.3% 5.1% 0.6% 0.6% 157
Freedom Mortgage 43.3% 33.3% 8.0% 4.7% 0.7% 150
Resource Lenders 72.4% 17.3% 71% 0.0% 0.0% 127
Loan Depot 49.2% 28.6% 9.5% 4.0% 0.0% 126
Nationstar Mortgage 41.2% 33.0% 10.3% 6.2% 0.0% 97
Flagstar Bank’ 64.3% 21.4% 9.5% 0.0% 0.0% 84
Ditech Financial 50.6% 27.2% 4.9% 3.7% 2.5%

The loan distribution among lenders in terms of loans to low income borrowers and to people of color
is particularly wide. For example, home purchase loans in census tracts where people of color form the
majority varies from a low of 47.3 percent to a high of 100 percent, and loans to Latino borrowers vary
between 22.1 percent from LoanDepot.com to 64.1 percent from Country Club Mortgage. Home purchase
lending to African Americans ranged from 1.0 percent to 10.5 percent. Figures 11 and 12 below show origi-
nations by the top 10 lenders in Fresno to low- to moderate-income borrowers and in low- to moderate-in-
come census tracts.

Table 11: Home Purchase Loans in Fresno by Income

Institution Low to Moderate Low to Moderate
Income Census Tracts Income Borrowers

Wells Fargo Bank* 22.3% 21.3%
Resource Lenders 15.3% 12.5%
Stearns Lending 25.7% 15.9%
Prospect Mortgage 19.1% 9.8%
Country Club Mortgage 38.5% 36.9%
Venta Financial Group 33.6% 23.9%
Sierra Pacific Mortgage 16.3% 9.8%
Universal American 0.9% 0.9%
Loan Depot 20.2% 5.8%
American Financial Network 17.6% 16.5%

Average of Top Ten Lenders 22.2% 16.1%
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Table 12: Refinance Loans in Fresno by Income

Institution Low to Moderate Low to Moderate
Income Census Tracts Income Borrowers

Wells Fargo Bank* 16.4% 23.2%
Quicken Loans 18.2% 21.3%
Bank Of America* 20.0% 19.4%
Educational Employees* 7.0% 17.8%
Freedom Mortgage 16.0% 83.3%
Resource Lenders 14.2% 35.4%
Loan Depot 71% 29.4%
Nationstar Mortgage 26.8% 58.8%
Flagstar Bank 13.1% 19.0%
Ditech Financial 25.9% 28.4%

Average of Top Ten Lenders 16.2% 34.2%

Mapping loan activity in Fresno reveals disproportionate home purchase and refinance loans in the north-
ern sections of the city, where there are fewer households of color and LMI census tracts than other parts
of the city. The maps also show a lack of home purchase originations in Southwest Fresno, where there
are higher populations of African Americans, Latinos, and Asian Americans. This pattern remains among
different lenders as is shown by the examples below.

Number of Loans 2016
1-3
4-5

6-10
1n-15

10 - 30
>3]

@O 000>

People of Color Population 2010
<10%
10.1% - 25%
251% - 50%

B s0.1% - 75%

Il 75 - 100%

Low to Moderate Income 2015

Figure 3: Wells Fargo Bank Home Purchasing Loans in Fresno

------------------------------------------------------------------------------------- State of Gentrification « Home Lending to Communities of Color in California

15



Number of Loans 2016
1-3

4-5

6-10

1m-15

10 - 30

> 31

@@ 000>

People of Color Population 2010
<10%
10.1% - 25%
251% - 50%

Il 501% - 75%

Il 75 - 100%

Low to Moderate Income 2015

Figure 4: Resource Lenders Home Purchasing Loans in Fresno
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LONG BEACH

In Long Beach Latinos and Asians receive fewer loans relative to their share of the population than in Fres-
no. Blacks receive about the same relative to their population share.

Table 13: Long Beach Demographics

Total Population: 462,257

S
204% )  408%) 129% 135 07

White Latino Asian Black atl_ve
American
Table 14: Home Loans in Long Beach by Race/Ethnicity in 2015
Home Purchase Refinance
Latino - 22.1% Latino - 19.6%
Asian - 10.2% Asian - 9.3%
Black . 7.0% Black . 6.8%
Nat\v‘e ‘ 0.1% Nat\\/‘e ‘ 0.3%
American American
Total Loans: 2,757 Total Loans: 5,629

Note: 12 percent of home purchase and 13.8 percent of refinance loan originations lacked demographic data in Long Beach.

Unlike California overall or the other two cities studied, Wells Fargo does not top the list of lenders in Long
Beach for either home purchase or refinance lending. Non-banks occupy the primary spot for both kinds
of loans, with Broker Solution Inc. taking 245 applications and making 195 home purchase loans, edging
out Wells Fargo’s 239 applications and 169 loans. Non-banks dominate Long Beach’s home purchase
lending market, with four of the top five lenders being non-bank lenders. Banks are just four of the top 10
refinance lenders in Long Beach.
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Table 15: Home Purchase Long Beach by Race/Ethnicity

: : Natlve Total

Broker Solution 47.2% 36.9% 3.6% 7.2% 0.5%

Wells Fargo Bank* 64.5% 12.4% 8.9% 4.1% 0.0% 169
Podium Mortgage Capital 38.5% 9.0% 9.6% 6.4% 0.0% 156
Loan Depot 39.8% 27.8% 13.9% 5.6% 0.0% 108
Stearns Lending 45.5% 20.8% 5.0% 11.9% 0.0% 101
American Pacific Mortgage 63.2% 16.1% 10.3% 4.6% 0.0% 87
JPMorgan Chase Bank* 59.5% 10.1% 11.4% 51% 0.0% 79
Flagstar Bank* 62.5% 12.5% 8.3% 5.6% 0.0% 72
Nations Direct Mortgage 14.9% 49.3% 25.4% 3.0% 0.0% 67
Bank Of America* 52.0% 20.0% 12.0% 12.0% 0.0%

All Lenders in California 47.3% 22.1% 10.2% 2,757

Table 16: Refinance Loans Long Beach by Race/Ethnicity

: : Natlve Total

Quicken Loans 43.6% 14.0% 4.7% 4.2% 0.0%

Wells Fargo Bank* 55.9% 19.3% 8.8% 4.6% 0.3% 306
Bank Of America* 44.6% 30.0% 10.2% 8.6% 0.0% 303
Flagstar Bank* 60.6% 11.6% 12.4% 4.6% 0.4% 241
JPMorgan Chase Bank* 45.4% 19.7% 13.9% 7.1% 0.0% 238
Broker Solution 48.2% 23.2% 2.7% 4.1% 0.0% 220
Loan Depot 47.3% 17.9% 8.5% 8.0% 0.5% 201
Impac Mortgage 52.1% 16.5% 8.2% 5.7% 0.0% 194
Nationstar Mortgage 53.5% 16.9% 8.5% 9.2% 0.0% 142
Stearns Lending 54.1% 20.3% 14.3% 3.8% 0.0%
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Table 17: Home Purchase Long Beach by Income

Institution Low to Moderate Low to Moderate
Income Census Tracts Income Borrowers

Broker Solution 31.3% 7.2%
Wells Fargo Bank* 24.3% 8.3%
Podium Mortgage Capital 21.8% 2.6%
Loan Depot 30.6% 6.5%
Stearns Lending 32.7% 16.8%
American Pacific Mortgage 21.8% 3.4%
JPMorgan Chase Bank 20.3% 5.1%
Flagstar Bank 19.4% 4.2%
Nations Direct Mortgage 49.3% 4.5%
Bank Of America* 16.0% 8.0%

Average of Top Ten Lenders 27.6%

Table 18: Refinance Loans in Long Beach by Income

Institution Low to Moderate Low to Moderate
Income Census Tracts Income Borrowers

Quicken Loans 15.9% 19.2%
Wells Fargo Bank* 17.6% 15.6%
Bank Of America* 17.4% 14.4%
Flagstar Bank 14.9% 14.9%
JPMorgan Chase Bank 17.4% 19.7%
Broker Solution 15.0% 14.1%
Loan Depot 19.4% 22.3%
Impac Mortgage 21.1% 17.9%
Nationstar Mortgage 22.5% 9.3%
Stearns Lending 14.3% 24.6%

Average of Top Ten Lenders 19.3% 19.2%

Across the top 10 lenders, Long Beach had much lower levels of home purchase applications and loans to
LMI borrowers compared to California, Oakland, and Fresno. The large discrepancy between the number
of loans financial institutions originated in LMI neighborhoods versus to LMI borrowers indicates that mid-
dle and upper income borrowers are moving to these neighborhoods, painting a clear picture of gentrifi-
cation. These borrowers not only supplant potential low and moderate income homeowners, but also play
a role in driving up the median home prices and cost of living in the area.

These figures reflect the changing landscape in Long Beach. The city is a hotspot of gentrification, ranked
as the ninth fastest city experiencing gentrification in the country by realtor.com. In 2000, the median
home price in Long Beach was $179,000, while in 2015 it had jumped to $455,000.7

7 https:/www.realtor.com/news/trends/10-surprising-cities-that-are-gentrifying-the-fastest/
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Mapping the loan activity in Long Beach shows a relatively even loan distribution among neighborhoods in
2015. The city forms a rough circle around the central “hub” of the Long Beach Airport, with the east side
of the city both whiter and generally higher income. However, loan activity for most lenders is generally

even in terms of loans per unit.
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OAKLAND

In Oakland, Blacks are extremely underrepresented in both home purchase and refinance loans com-
pared to Fresno, Long Beach, and all of California.

While 28 percent of Oakland’s population is Black, lenders originated only 7 percent of home purchase
loans to Black households. Latinos were also underrepresented, though to a slightly lesser extent, com-
pared to the two other cities and California overall.

Table 19: Oakland Demographics

\ l
25.% ZS.b 16.8% 28.0% 0.6%

Table 20: Home Loans in Oakland by Race/Ethnicity in 2015

B o B oo
B s B o
. 7.2% - 11.9%

| 0.5% ‘ 0.3%

Like Long Beach, a non-bank dominated lending in Oakland. RPM Mortgage took 475 applications for
home purchase and made 381 loans, far exceeding Wells Fargo at 344 and 249, respectively. Oakland also
displayed far more unevenness in the race and ethnicity of borrowers than in other geographies. This can
be partially explained by the higher levels of borrowers without demographic data on their applications.?
Across all of California, home purchase loans have demographic data the vast majority of the time, with
the top 10 lenders reporting this data in 88 percent to 96 percent of all loans. HMDA has clear guidelines
on cases in which lenders can forgo collecting this data, and instructs loan originators to do their best to
capture demographic data regardless of whether the borrower provides it.

& RPM Mortgage did not report demographic data for 72.5 percent of the bank’s home purchase originations and 61.7 percent of re-
finance loans originated in Oakland. These figures far exceed any other financial institution we studied in Oakland, Long Beach, and
Fresno.
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Table 21: Home Purchase Oakland by Race/Ethnicity

Institution White Latino Asian Black N Total
American Loans

RPM Mortgage 21.7% 1.3% 3.2% 11% 0.3%

Wells Fargo Bank* 58.6% 7.6% 18.5% 5.2% 0.4% 249
American Pacific Mortgage 61.1% 9.3% 11.1% 13.0% 0.9% 108
JPMorgan Chase Bank* 56.7% 4.8% 6.7% 6.7% 0.0% 104
Land Home Financial 71.7% 9.8% 12.0% 5.4% 1.1% 92
Bank Of America* 51.2% 4.7% 29.1% 10.5% 0.0% 86
Citibank* 33.3% 7.1% 26.2% 15.5% 0.0% 84
Guild Mortgage Company 17.1% 22.4% 13.2% 171% 2.6% 76
Prospect Mortgage 56.0% 5.3% 12.0% 13.3% 0.0% V5
Commerce Home Mortgage 76.7% 5.0% 10.0% 3.3% 0.0%

All Lenders in California 44.1% 10.3% 15.4% 2,696

Table 22: Refinance Loans in Oakland by Race/Ethnicity

American Loans

Wells Fargo Bank* 51.3% 8.2% 10.6% 12.8% 0.0%

Quicken Loans 40.3% 3.4% 10.9% 13.7% 0.0% 357
RPM Mortgage 29.0% 1.3% 5.3% 2.3% 0.3% 303
Bank Of America* 44.4% 14.6% 21.2% 15.6% 0.3% 302
JPMorgan Chase Bank* 46.0% 5.1% 7.0% 9.2% 0.7% 272
Fremont Bank* 30.6% 6.9% 12.1% 6.9% 0.0% 173
Citibank* 44.1% 7.7% 13.3% 8.4% 0.0% 143
Land Home Financial 77.6% 6.9% 6.9% 6.9% 0.0% 16
Loan Depot 47.3% 4.5% 10.0% 17.3% 0.0% 1o
American Pacific Mortgage 57.3% 5.5% 8.2% 14.5% 0.0%

All Lenders in California 46.0% 10.8% 11.9% 5,001

African Americans are extremely underrepresented in the Oakland home purchase and refinance markets.
Blacks make up 28 percent of the city, but only received 194 home purchase loans, just 7.2 percent of total
home purchase loans reported in the entire city. Experts in the Oakland home lending market attribute this
gross disparity to the legacy of redlining, decades of disinvestment, predatory lending practices leading
up to the housing crisis, and the gentrification and displacement crisis.
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Table 23: Home Purchase Oakland by Income

Institution Low to Moderate Low to Moderate
Income Census Tracts Income Borrowers

RPM Mortgage 40.9% 9.4%
Wells Fargo Bank* 41.8% 18.5%
American Pacific Mortgage 48.1% 10.2%
JPMorgan Chase Bank* 26.9% 15.4%
Land Home Financial 58.7% 19.6%
Bank Of America* 50.0% 12.8%
Citibank* 45.2% 15.5%
Guild Mortgage Company 89.5% 55.3%
Prospect Mortgage 60.0% 9.3%
Commerce Home Mortgage 31.7% 10.0%

Average of Top Ten Lenders 52.4% 18.5%

Table 24: Refinance Loans in Oakland by Income

Institution Low to Moderate Low to Moderate
Income Census Tracts Income Borrowers

Wells Fargo Bank* 33.4% 23.0%
Quicken Loans 45.7% 21.0%
RPM Mortgage 32.8% 13.6%
Bank Of America* 47.0% 34.1%
JPMorgan Chase Bank® 27.9% 19.9%
Fremont Bank* 40.5% 27.2%
Citibank* 33.6% 23.1%
Land Home Financial 46.6% 23.3%
Loan Depot 51.8% 25.5%
American Pacific Mortgage 41.8% 17.3%

Average of Top Ten Lenders 42.8% 25.2%

Lending activity appears to be heavily concentrated to the northeastern sections of the city, in and around
the Oakland Hills, with much less activity in deep East Oakland, especially areas near the port — areas
that were historically redlined and today still have higher concentrations of low income people of color.
Although several lenders reported a significant volume of loans to borrowers of color, overall the top 10
lenders still fail to adequately serve these formerly redlined areas.
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Figure 6: Wells Fargo Bank Home Purchasing Loans in Oakland
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DISCUSSION

California and the cities of Fresno, Long Beach, and Oakland display a pattern of lending common in many
parts of the country, where a successful urban core attracts a disproportionate amount of lending to areas
of traditional investment, reinforcing patterns of segregation and redlining that have persisted over time.
Communities of color, and especially Blacks and Latinos, remain underrepresented in home purchase and
refinance originations across the state. Blacks and Latinos are the most underrepresented in Oakland, and
most represented in Fresno. This could be partially due to the high cost of homes in Oakland compared
to Fresno.

The major discrepancies between low levels of lending to low- and moderate-income borrowers and much
higher levels of lending in low- and moderate-income census tracts, particularly in the gentrifying cities
of Oakland and Long Beach, raise significant concerns. This appears to constitute a statistical portrait of
gentrification, with more affluent buyers supplanting potential lower income home buyers, raising home
prices in the neighborhood, and increasing the cost of living. Further research should be conducted to
dissect the underlying story behind these patterns and the impact on long-term residents and potential
home buyers.

This report highlights the need for more study on the growing impact of non-banks on the mortgage
market of California, especially in places like Fresno, where non-banks almost completely dominate the
lending market. Before engaging in discussions with lenders on how best to increase their community
investment in a way that benefits longtime residents in communities of color, communities need to under-
stand patterns of mortgage lending by different sizes and types of lenders — not just where the loans go,
but how and to whom.

Data limitations on the precise location and price of loans remain a challenge, and financial institutions
continue to submit regulatory comments and letters seeking to further restrict collection of more variables
that would allow for higher levels of precision in our analysis.

Future areas of study could include a comparison of bank, credit union, and non-bank lending and origi-
nation or denial rates.
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RECOMMENDATIONS

HMDA data is essential for regulators to enforce fair lending laws and assess how financial institutions are
serving their communities. It also enables organizations like ours to conduct our own research and shed
light on local issues and ways in which financial institutions should be better meeting community needs.

More equitable home lending in California requires improved data collection. The following recommenda-
tions seek to enhance HMDA and boost homeownership for communities of color in California.

For Policy Makers and Regulators:

Disaggregate ethnic data: The categories of “Asian” and “Latino” or “Hispanic” cast a shadow on the vast
range of identities and economic realities of the various communities across Asian and Latino Americans.
Asian Americans have the highest degree of economic inequality of any race or ethnicity in America, with
large differences across subgroups. Communities with the highest concentrations of poverty are Hmong
(27.0 percent), Bangladeshi (21.1 percent), and Cambodian (18.8 percent).? Many of these communities may
have very different experiences with the financial industry. Disaggregated data by Asian subgroup should
be required to allow for a more complete understanding of how different Asian and Latino subgroups are
able to access the home lending market. The CFPB’s 2018 reporting rules will include the disaggregation
of ethnic data on a voluntary basis. Collection of this data should be mandatory, and financial institutions
should do their best to provide the most detailed demographic information possible.

Include race/ethnicity in Community Reinvestment Act (CRA) Performance Context. Unlike the Home
Mortgage Disclosure Act, the Community Reinvestment act is race blind. Under the CRA, banks are only
required to report data by income of the borrower and the area median income of the borrower’s census
tract. Including race/ethnicity of borrowers can help regulators, banks, and the public more effectively
determine how communities of color are being served by lenders.

Study how CRA may incentivize displacement mortgages. Lenders, especially in Long Beach and Oak-
land, lend far more in low- to moderate-income census tracts than to low- to moderate-income borrowers.
Given the rising housing costs in Oakland™ and Long Beach', this pattern indicates that middle and upper
income borrowers are buying homes in low and moderate income neighborhoods, furthering gentrifica-
tion. Such gentrification impacts potential low-income homeowners, current LMl homeowners, LMI rents,
and local small businesses.

Prior to 2016, banks could get credit for any home loan in an LMI neighborhood, regardless of the income
of the borrower. However, the updated 2016 Interagency CRA Q&A indicates that CRA examiners will con-
sider home loans to middle- and upper-income borrowers in LMI neighborhoods based on “performance
context” of the area. This means that if CRA examiners determine the LMI neighborhood is experiencing
gentrification and LMI residents are at risk of displacement, a CRA examiner may not consider loans to
upper-income borrowers in the neighborhood as CRA-eligible.”?

9 Ishimatsu, Josh. SPOTLIGHT: Asian American & Pacific Islander Poverty (2013). National Coalition for Asian Pacific American Commu-
nity Development (National CAPACD). Retrieved from http:/www.nationalcapacd.org/wp-content/uploads/2017/08/aapi_poverty_re-
port.pdf in October, 2017.

1 California Housing Market Update. California Association of Realtors. Retrieved from http://www.car.org/marketdata/data/countysale-
sactivity/ in October 2017.

" Long Beach Home Prices & Values. Zillow. Retrieved from https://www.zillow.com/long-beach-ca/home-values/ in October 2017.

2 Office of the Comptroller of the Currency (OCC), Federal Reserve System (FRS), Federal Deposit Insurance Corporation (FDIC), Com-
munity Reinvestment Act; Interagency Questions and Answers Regarding Community Reinvestment, Federal Register, Volume 81, No.
142, Monday, July 25, 2016, p. 48538, available via https://www. gpo.gov/fdsys/pkg/FR-2016-07-25/pdf/2016-16693.pdf
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Despite the fact that the CRA Q&A clarifies CRA examiners’ ability to take gentrification into consideration
when analyzing home loans, we have seen very few exams that actually do so. CRA examiners should as-
sess the gentrification and displacement risks facing LMl residents in a bank’s assessment area, and should
not give CRA credit for loans that may be exacerbating displacement. Policymakers, regulators and CRA
examiners should all be aware of how the CRA may incentivize gentrification and displacement.”

For Financial Institutions:

Diversify bank loan officers: Banks can increase the effectiveness of their outreach by hiring diverse loan
officers from the communities they seek to serve. This strategy could help increase the number of appli-
cations banks receive from potential homeowners.

Create proprietary mortgage products for LMI borrowers coupled with down-payment assistance: Many
creditworthy borrowers in California cannot currently access homeownership because they struggle to
meet down-payment requirements. Banks must offer products that can reach and serve these people, as
well as down-payment assistance that addresses the largest barrier for borrowers to buy a home.

Local governments and financial institutions should promote and support shared equity models of own-
ership: Models like community land trusts and cooperative housing provide homeownership opportunities
to low-income households that otherwise would not be able to own a home. As home prices rise and
incomes stagnate, municipalities and banks should make expanding opportunities for shared equity own-
ership a priority.

¥ “The Community Reinvestment Act: How CRA Can Promote Integration and Prevent Displacement in Gentrifying Neighborhoods.”
2016. NCRC. Retrieved from http:/www.ncrc.org/images/cra_in_gentrifying_neighborhoods_web.pdf in July 2017.

“ Theodos, Brett, et al (2017). Affordable Homeowernship, An Evaluation of Shared Equity Programs. Urban Institute. Retrieved from
https://www.urban.org/research/publication/affordable-homeownership in July 2017.
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