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9 Analysis of 1985 American Housing Survey data
also showed a greater reliance on non-institutional
financing by low- and moderate-income owners in
both metropolitan and rural areas. See the Urban
Institute, ‘‘The Availability and Use of Mortgage
Credit in Rural Areas,’’ 1990.

10 HUD’s previous analysis of 1992 HMDA
produced comparable results. For a similar analysis
based on 1992 HMDA data, see Glenn B. Canner,
Wayne Passmore, and Dolores S. Smith,
‘‘Residential Lending to Low-Income and Minority
Families: Evidence from the 1992 HMDA Data,’’
Federal Reserve Bulletin, Volume 80, February
1994, pp. 79–108.

11 Origination rates in 1994 are lower than
origination rates in 1993 for all income and
minority levels because of the lower number of
refinance mortgages.

12 The denial rates in Table B.1 are for purchase
mortgages. Denial rates are several percentage
points lower for refinance loans than for purchase
loans, but denial rates follow the same pattern for
both types of loans: rising with minority
concentration and falling with increasing income.

In addition, a larger percentage of
transactions in such neighborhoods
were financed by the seller or other non-
traditional institutional lenders (e.g.,
credit unions, governments,
universities, business leaders, real estate
trusts, and pension funds). Greater seller
financing may suggest unmet demand
for mortgages, since it is not likely that
minority sellers prefer, more than
whites, to finance the sale of their
homes rather than being paid in cash.9
The study concluded that ‘‘the housing
market and the credit market together
are functioning in a way that has hurt
African American neighborhoods in the
city of Boston.’’

b. Improved HMDA Data—Wider
Coverage and Mortgage Denial Rates

HMDA reporting was expanded in
1990 to provide information on the
disposition of loan applications
(originated, approved but not accepted
by the borrower, denied, withdrawn, or
not completed), to include the activity
of large independent mortgage
companies, and to provide information

on the race and income of individual
loan applicants. An additional
expansion in 1993 covered mortgage
companies that originated 100 or more
home purchase loans in the preceding
calendar year. HUD’s analysis using the
expanded HMDA data for 1993 and
1994 shows that high-minority and low-
income census tracts have both higher
loan application denial rates and lower
loan origination rates.10

Table B.1 presents mortgage denial
and origination rates by the minority
composition and median income of
census tracts for metropolitan areas.
Two patterns are clear:

• Census tracts with higher
percentages of minority residents have
higher mortgage denial rates and lower
mortgage origination rates than all-white
or substantially-white tracts. For
example, the denial rate for census
tracts that are over 90 percent minority
is over two-and-a-half times that for
census tracts with less than 10 percent
minority.

• Census tracts with lower incomes
have higher denial rates and lower
origination rates than higher income
tracts. The average number of 1993
mortgage originations in the highest-
income census tracts (i.e., tracts with a
median income over 150 percent of area
median) was 20.0 per 100 owner-
occupants; this compares with a range
of 4.4 to 9.0 originations for the census
tract deciles with income less than 90
percent of area median.11

Denial rates in 1993 increased from
10.7 to 29.3 percent as minority
concentration changes from low-
minority to 90-percent-minority tracts.12

They declined from 24.2 to 7.8 percent
as tract income increases from 60
percent of area median to over 150
percent of area median. Similar patterns
arose in 1994.
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