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Most lending institutions with offices in metropolitan
statistical areas are required by the Home Mortgage
Disclosure Act of 1975 (HMDA) to disclose informa-
tion to the public about applications for home loans
and the home loans that they originate or purchase
during each calendar year. The law’s requirements
arose froim concerns that, in some cases, lenders were
contributing to the decline of certain neighborhoods
by failing to provide adeguate home financing to
gualified applicants on reasenable terms and condi:
tiens. The diselosure of lending activity i§ intended o
felp determine whether lenders are adegquately serv-

loans. As this new information became available, it
revealed wide differences in rates of approval of loan
applications across racial and ethnic lines and thereby
heightened concerns about whether lending decisions
complied with the nation’s fair lending laws. The
disclosures triggered a continuing debate about the
proper interpretation of the data and the significance
of the differences in lending deeisions. Many lending
institutions have respended to the coneerns raised in
the debate by adepting new lean-underwriting proce-
dures te help ensure fair treatment of all applicants
and by initiating a wide variety ef community 6ut-
reach and affordable lending pregrams intended o
Benefit minerity berrewers and lewsr-ineeme indi-
viduals and neighberhesds:

In 2002, in its most recent review of Regulation C,
the Federal Reserve Board made a number of impor-
tant changes to the disclosure requirements that sub-
stantially increase the types and amount of informa-
tion made available throughHIMIAfodThetedSesions
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Underlying HMDA's disclosure requirements is a
presumption that more publicly available information
will improve market performance and help prevent
market failures. The data reported under HMDA are
certainly extensive: Taken togethef, the 8,853 lenders
covered by the law as of the end of 2004 are esti=
mated to have accounted for about 80 percent of
here loans extended that year:.

The Congress has amended HMDA on several
occasions to extend the reach of the law to more
lenders and to expand the types of information that
must be disclosed. Amendments passed in 1989 have
been the most sweeping to date. They require that
lenders disclose the disposition of each application
they process for home loans and the income, race,
ethnieity, and sex of the individuals applying for the

Nome: Gregory Elliehausen, of the Credit Research Center of
Georgetown University, prepared a special analysis for this article.
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the data will have been comprehensively checked by
the supervisory agencies for the errors and omissions
that are detectable from a review of the data.

Perhaps the most important change to Regula-
tion C is the requirement that lenders now disclose
pricing (interest rates and fees) for loans with prices



above designated thresholds. Loans with prices above

the thresholds are referred to here as “higher-priced

loans.” Other important new information being
reported under the revised regulation is whether

the loan is a first lien, a junior lien, or unsecured
(characteristics referred to here as a loan’s lien sta-

tus), whether it is secured by a manufactured home,

and whethet it is subjeet to the protections of the

Horme Ownership and Equity Protection Act of 1994
(HOEPA). These new pieees of infermatien allow fer

a betier undefstanding of lending activity in the
higher-priced segment of the heme-loan market, a
segment that was viriually nenexistent a deeade of 6
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This article presents a first look at the greatly
expanded 2004 HMDA data and considers some of
their implications for the continuing concerns about
fairlending(footnote3Foradditionalinformation,see
Board of Governors of the Fed-

the (f

the enforcement of the fair lending laws. In this
regard, we discuss the way the expanded HMDA
data, particularly the information on loan pricing,
enhance the utility of the screening tool. At the same
time, we emphasize that, although these data present
valuable new opportunities for researchers and others
to learn more about the home-loan market and for the
fegulatory agencies to improve the enforcement of
fair lending laws, the data are net sufficient by them:=
selves for drawing conelusions abeut the fairness ef
the lending proeess of the activities ef any individual
lendes. For example, eredit history seeres and other
faetors net ineluded in the HMDA data ean Be &xifi-
eal in determining Iean priess. With regard {8 this
{ssue, we epllaborated with researehers at the Credit
R%%EQEEB Eenier of Georgetown Hniversity, whieh
has dafa on eredit history seores and Sther 163n-1evel
factors relevant 6 1ean pricing. The 18an-level data
Wwere stpplied 18 the ereait gsearch Eenier By a
small orshp oF lenders that are eavered By HM A
and afe acHve griginaBR BF 1eans In e Righer-
priced segment ot the home:18an market:

Our examination of the 2004 data also focuses on
the newly reported information about loans on manu-
factured homes. The disposition of applications for
loans to buy, refinance, or improve such units has
an important influence on the pattern of denial rates
of all loans reported under HMDA. We also discuss
the new information on HOEPA-related lending and
certain requests for preapnenalls of home-purchase
loans and assess their overall significance in the
arket. Finally, in the article’s summaty and cenelu=
§iens, we review eur key findings and emphasize that
users of the data sheuld exereise partieular eawtion
in drawing eenelugions abeut lending patieras frem
HMDA daia alsne.

THE REQURESMERVSS OF REGUIMIION €

The Federal Reserve Board's Regulation C, which
implements HMDA, applies to most depository insti-

eral Reserve System, Department of Housing and Urban Devetupions (commercial banks, savings institutions, and

ment, Federal Deposit Insurance Corporation, National Credit
Administration, Office of the Comptroller of the Currency, an
of Thrift Superwsmn (2005), "Agencies Announce Answers t
ress releg@xempt from Regulation C are small (currently those

quently Asked Questions about New HMDA Data,"

P unions—hereafter, “‘banks’) with a home or
L office in a metropolitan area. Banks that are

March 31, www.federalreserve.gov/boarddocs/press/all/2005/. witth fagseededt less than $34 million), or are not in

The analysis hl?hllghts some key rela-
tionships revealed in an initial review of the types of
data that are new for 2004. Some parts of the analysis
focus on nationwide statistics, and others examine
patterns across groups of lenders, loan products;
various groupm%;s of appllcants borrowers,
neighborhoods. T

the home-lending business, of have offices excly-
sively in rural (non-metropolitan) areas(footnotes -

Although coverage of financial institutions under HMDA is
”Zﬁgd to those with offices in metropolitan statistical areas, covered
e authors explore, in part|cu|ar|@${¢£Utl0nS must report on all their home-lending activities whether

in some depth, the strengths and limitations of the properties involved in the loan are located in a metropolitan or

information on loan pricing.
We also describe how the Federal Reserve uses the
HMDA data as part of a screening tool to facilitate

non-metropolitan area end

footnote)
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Regulation C alscG:aisadxtenadst e tyad) e amdiomersimerce

companies—hereafter, ‘“‘mortgage companfizEice
ednairrisschheoeaftarics Aneonigegendemnupaaiesith-
villathies siChaetam panaghilareesnol remde hiv ketimgecsuh-
piigsies Ofweankes asf affitictiescel bankphoieing ppdivs
paniiely; ©oviesage tieft mertgagec compani o napdbiss
mairby—tohibasethibas (are eactivg 100 thenmbeeBolorRn
piaiditise-that ifoihoseinanekiendol®d openoyedromed
ppeshasen at 1bgsnerefinagoingitlaanse:per year and
opgiateHIVAD Jeash anm Ole e pefiiamnaisatfompatedppli-

 require lenders to request the race, ethnicity, and
sex of prospective borrowers who apply by mail,
Internet, or telephone

* revise the categories that identify the type of insti-
tution to which loans are sold

The disclosure of additional data and the revised
definitions for some currently reported items serve
several purposes. For example, the revised definition
of refinancing is intended to reduce inconsistency in
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figigi¢s -about the location of the property that relate to
the application. For information about the channels
through which the HMDA data are released and for a
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O A AR T ion of
OB AR G2 R eI sh il Rt

HﬁBr e the quality, consistency, and utility of the
data reported under HMDA,; they are also intended
to ease regulatory burden, primarily by clarifying
and simplifying parts of the regulation. The new
requirements

» expand coverage to more non-depository lenders

o streamline the definitions of refinancing and home-
improvements loan

¢ revise the defimition of applicatiom to include cer-
tain requests for pre-approvals (however, in this
article, applications are defined as being for a loan
on a specific property; they are thus distinct in our
analyses from requests for pre-approval, which are
unrelated to a specific property)

* mandate for the first time the collection of lien
status; property code (to distinguish between one
tbogeuhdhmidymdmeldietgsedhhonaes) ;sinsbuiticingl
dnek&HORPArstatutiufactured homes); loan pricing;
and HOEPA status

 incorporate changes to the rules on collecting and
reporting information on race and ethnicity to con-
form to guidance issued by the OMB
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for pre approvals prowdes more data on consumers'
%%encemrlthe early stages of shopping for a loan
Sa phase of the Ioan p oc that
heretofor
f%o“PéE} BFiERcapdnfo help ensure
the quality and usefulness of the expanded data,
the Federal Reserve established transition rules for
HMDA compliance that generally did not require
lenders to collect some of the new information for
requests for pre-approval and applications submitted
before January 1, 2004. Among the new information
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Under the Home Mortgage Disclosure Act (HMDA), lend-
ers use a ‘“‘loan/application register’” (HMDA/LAR) to
report information annually to their federal supervisory
agencies for each application and loan acted on during the
calendar year. Lenders must make theirt HMDA/LARS avail-
able to the public by Maieh 31 following the year te whieh
the data relate, and they must remeve the twe date-related
fields te help preserve applieantsppiveay(footnotelLenders
makeHaeit-date-mogified registetayaikable.tethequibli
forarpetiad:ofithres yeariend fRoteated! supervisory agen-
cicbheingeral BieansirdastinionmnErmmanatine peeungil
(FfNESalagtipt Qv dehatinrintie fede s uRa RIROY0 A9 ERr
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M UGP gr@l%eFFI C website for HMDA (www.ffiec.
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from the covered lenders themselves and from
amsuch as public libraries and other government
offices) in eachMSA (footnote3TheFFIECmaintainsthe
most recent three years of HMDA data. Data
parlier years can be obtained from the National Technical Information
Center,Springfield,Virginia,www.ntis.govendfootnote)Inaddition,
a copy of the HMDA/
LAR for each institution is available to the public on
CD-ROM for a nominal charge. The FFIEC also makes
available a copy of the file of population characteristics of
each census tract covered by the tables on individual institu-
tions and by the aggregate tables. The 2004 census tract file
is derived from the 2000 decennial census. MSA and MD

Distribution of HMDA Data and Pre-2004 Requirements of Regulation C

i i t e 370 MSAsiipdthe the Federal Housing Administration
é g?ﬁ%%g(jgw k ﬂ%é?g cﬁ) WeMQ n and haenarastegdpy the Veterans Administration
79’-5%5 X ase ta disctdnakedeiothe Farm Service Agency or Rural Housing
ﬁ%w the gul nrol\sl(?gévgj1 tﬁ% |ce anagement arivBgdget
%ﬁc It]ﬁe a S% I%ra a definititons; mew@éfice
emegt ant?lﬁf &%} u etlni, p3 -04 @uhene purchase
Qonformaﬁeeeﬂmm@MB

1 each MSAdmnel ividosechéodtnote)

Before the most recent revisions, in 2002, the Federal
Reserve Board's Regulation C required lenders to report the
following information on home-purchase and home-
improvement loans and on the refinancing of such loans:

Forr eacth applicaticon or llvan

« application date and the date an action was taken on the
application

+ action taken on the @pplication

— approved and originated

— approved but not accepted by the applicant

— denied (with the reasons for denial—volumtary for

some lenders)

— withdrawn by the applicant

— file closed for imcompleteness

loan amount

income relied on in loan wnderwriting

¢ loan type

— conventional

¢ type of purchaser (if the lender subsequently sold the
loan)

For eacth applicamts or ceeappplficant
* race or etihmicity
* sex

For eacth pprgperty

¢ location, by state, county, and census tract

* type (one- to four-family dwelling or dwelling with fiive
Or more units)

¢ occupancy status (owner-occupied or nonowner
occupied)

Information is also reported on home loans purchased by an
institution during a calendar year. Under the 2002 revisions
to Regulation C, additional items became required begin-
ning in 2004.

rdemtifiers imctuded o that—fitle—arebased—om the—desigma
tions of MSAs issued by the Office of Management and
Budget(footnote 4 See Office of Management and Budget,
iteons| Biifedtednbgnthéodtansaion rules were the data
on pricing; the information on whether an application
or loan involved a request for pre-approval and on
whether the dwelling involved was a manufactured
home; and the classifications of race and ethnicity.
Of all applications involving one- to four-family
units in the 2004 HMDA data, about 2 million, or
7 percent, were filed before 2004, and thus the data
reported on those applications (pertaining to about

1 million lloans) might not refllsct the new reporting
rules. Users of the 2004 data should be aware of this
limitation.

To help users of the HMDA data better distinguish
loans subject to the transition rules, the Federal
Financial Institutions Examination Council (FFIEC)
has added a data item to the 2004 CD-ROM that
contains a copy of the HMDA/LAR for each institu-
tion that indicates whether or not an application was
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filed before January 1, 2004 (see box “Distribution
of HMDA Data and Pre-2004 Requirements of
Regulation C'"). Users of the 2004 data can make
assumptions or restrict their analysis in various ways
to address problems created by the transition rules.
For example, in preparing the institution and aggre-
gate MSA disclosure reports for 2004, the FFIEC

property(fodthoteek pumededhtdd®useditnadentofy |carch
Hacliadynjuniobiemadeasind consequently help avoid
thasdoniel thatakh foenofielomns giveharhound-yvereljasdor-lien loans.
Tiiskapproach is flawed because some homes, including many manu-
facSurashdonmasn hauelewipriesscanthpufchasarsrgf thizse properties
oftan peedeniifsmati doam$ imitadyiiraing atrdeieds make substan-
tigd cowaspaymients. Whepdiy D usa B hieidi ey BieR circum-
stanges,recamouett abithinfirshligodoam mashberamalliend footnote)

excluded applieations filed before January 1, 2004,
from all tables reporting prieing (but net other)
infermation.

The transition rules should have little effect on the
data in future HMDA filings. However, because some
applications have application filing dates that precede
a decision on the application by more than a year, a
few applications subject to the transition rules may be
ineluded when the 2005 HMDA data are reported in
2008.

Lien Status

the HMDAT hgat@XpardedmipMEA astatascal | gveusinp
gisthatinnsl taibrrnades and (eensaaeentbr ek avpid
thaonowle mslictinshoibdeanse ndifien ervnRy r phepe
Btfykeinong loan products using only HMDA data
haS R di HRAUISEEUSnp® s STSRN T o dtisd NIRERISHIRG
loafbREicingni YRsmAtioNaad poRAIGingdpirclansh
H9pdRUeSHABHPRaryREGRIAI Rd el ad BnEingi cr YRy,
heiipiericab wskinduk prmation om e $5ipui
Hig MO RN BaIRETHapPRbRSS I REHRIRE
oRROIENIA! (Hifferencss it the ﬁ:jﬁl AR 0e disag-

SR Aligrs because distinguishing prop-
erly among foan products using only HMDA data

has been difficult orimpossible(footnote8

Information on lien status differentiates home Io&As' "9 AT FAILRAYING JMde¥slenders have provided exam-
secured by a first lien, those secured by a Jdﬁ%? with information that has allowed the separation of first and

(second or third) lien, and those not secured. (The last
category arises only among home-improvement
loans, for which a security interest in a propefty may
of fnay net be taken.) Knowledge of lien status is

l&{}ﬁab’l"‘j@v?agnf: %H%ﬁ‘&)t% it the cre it ﬁi%esS
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basie to eredit underwriting because loans secured by htiett ' ﬁggg 'f%t °°”°
first liens have a lower incidence of default than loans dyfla 1 oy (Department of
e e

secured By junior liens er unseeured loeans éi%%%a“dgﬁg TR
Constructi nd
t?l%ksé%ilﬁ' ST
%;gs

guently, leans seeured by a first lien are g UD 68
offered at the lewest rates ef interest: regulatici
The information on lien status serves a l’ﬁ han ve '

home-loan market and particular segments
that market, such as home-purchase lending.
Although HMDA data have always included informa-=
tion about the purpose of a loan, recent market devel-
oprments have made that informatien less useful for
fmeasuring lending. Today, maRy heme purehases
invelve Both first- and junier-lien leans. The junier-
lien 1ean in sueh transaetions i§ eften used t8 aveid
requirements to purehase privaie fhertgage RSHFAN6S
(BMI) or t8 aveid exeseding e Iean-gize limiig Hsed
By some secendary-market purchasers, espeeially
Fannie Mae and Freddie Mae (see the éﬁB@ﬂﬁi& fer
fmere informatien abeut BMI and the avallability ef
data on leans Backed By BMI). 1n the past, & 19aA
Backed By 2 unier lien eould et Be di §HH§H{§HEH
direetly 1R e home-purchase 10an dala from one
BQEKS By 2 st 1en aRd was therefare often §§§HH188
i3 fS{%fS et 4 se ﬁ£3E8 heme- PHEEB%%% 1831 faih ?
than 13 BE 8HE SF K8 HIEd 13 PHECHASE 2 SiNgIE

o t?%eﬂbft

of public policy interests. First, the informpgiefusi
improves the measurement of the overall size ofhﬁiefor

anits (s ieeinse e el

e

sdamlt nﬁlﬁé hdccodathe ﬂ@frmmﬁmtf@au

urchase
manufactured homes involve relatlvel%/ hlgh credit
risk, in part because the buyers of such homes tend to
have weaker financial profiles than do those purchas-
ing other single-family properties. This evidence has
important implications for denial rates and pricing.
Analysis of past HMDA data implied that lenders
denied about 60 percent of all applications for con-
ventional home-purchase loans for manufactured

homes, whereas they denied only about 12 percent of
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applications for other conventional home-purchase
loans(fodthmi h0¥n ttepashdoahsorbnanufactocadate]ly
dosniesowivie loans from loans
related to site-built homes complicated identi¢ieghmsing
tidarnodtiorhableeit theffenciecssmain dineiaf busésesross
groups of applicants arose from differencBRisrpraxieis
helpfuboptydacdenders focusedomaiply on mamptfactsed
different mixes of loan products sought by Mg depd-
lagnfifergeoiunoben phuthaiderders@lse gitendvol ving
manufactured homes in the expandedUamnersditdaut
heeawse manufactured hameadending doesHrotseonstituter
different denial rate patterns and for greafeiifaein
bpmafrhusinessasetpmiping ndieh afithakideanminyaie
mansfagnent.

tured homes has been impossible. See
www.huduser.org/datasets/

anu. ridangdfootnote) Untilnow, the general inability to

accurately
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an evolution toward an explicitly risk-based pricing
of credit. Now the creditworthiness of individual
borrowers can lead to different prices for the same
product. Less-creditworthy applicants, or those either

greatest risk of default. In practice, the dividing line
between these two *“nonprime” markets is becoming
increasingly amorphous, as is the line between the
prime (lower-price) and non-prime markets.

Estimates of the annual volume of sub prime lend-
ing vary, but all sources agree that this market has
grown substantially in recentyget{foottnielindustry
Sona eaethntinodtestiniating the amruglerdduing @F4-2004,
g primealoaadlar volume of home loans
inbasesban &rtish ohdiatuprivds lebdgrsithaiovandeyetbped
Hy3dUbIERG. Consequently, lending is no
hascegen released saghnaar sinceht993arkhe. number of
loans ingbeestimated to have accounted for about
HMiA dlataeriginatetldydendsonathetd W 1isvhasip
hesm wsed ifan 5 percent in 1994
an &Rstigaata AE sHD PrDIALRANABIOIYMEaT Ranlisthas in
koo BeaRaisedo have concerns about the fairness of
PS4ReP rHQe?ﬁcﬁ{%alﬂfﬁ%Rf sub pame Jendingragtivinon
PhstRER4vailable o assess the merits of these con-
denders andhedist far 2093..481 RRREATHINGRIESARMS
f@éﬂ%fiﬁjon pricing issues have been pursued by the
108BEIICRHARAYMRRL RS FERARLINIBEAAMBA Bilings for
A0041enH FPMROK)or Regulation C that led to the 2002
revisions, the Federal Reserve Board e
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Qt“éﬁﬂt}}g&’eee [Sofigapeed] regard. Little information
has BRECRILa bl 00 Qs?seg‘é‘vtﬁeoﬂ?ertﬂs Regniiog,

FRARdre the Teppyting Féﬁltheta%l?f%ﬂd?ﬁ[j”‘%%é@ﬁ@é%%
PEEGRTHASSN TAkFcifg iSSLehavAoBBe A iR Hg R
federal-banking agencies or the Department of Jus-
tice. In its review of Regulation C that led to the 2002
revisions, the Federal Reserve Board averred the
importance of gathering information to facilitate
assessments of the fairness of loan-pricing decisions,
particularly for nondepository institutions, which
are less likely to be subject to periodic fair lending
examinations. Recognizing the costs incurred by

1 athIl?
€S, se Nnsli

unwilling or unable to document their credit- Worth'”esslerﬁferhn%r%mﬁw WRFeasiAelY re‘iﬁrtmbe%(ﬁodg%lo
sure requirement, the Board limited the scope of the
regulation to the disclosure of pricing on loan origina-
tions (not loans purchased from other entities or
applications that did not result in a loan origination)
in the higher-priced segment of the loan market and
to focus W|th|n that segment only on dwelllng

turned down for a loan; rather, they are offered credit
at higher prices.

Borrowers in the higher-priced market generally
fall into one of two market segments, "near prime"
and "subprime,” with individuals in the latter cate-
gory paying the highest prices because they pose the
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Treasury securities of comparable maturity for loans
with spreads above designated thresholds. The APR
was selected as the measure of the loan’s pricing
because it was regarded as the best single measure of
the “true” cost of a loan. The thresholds for reporting
differ by lien status; 3 percentage points for first liens
and 5 percentage points for junior liens. To calculate
the rate spread, the lender uses the yield on Treasury
securities as of the fifteenth day of a given menth
depending en when the interest rate was set on the

activity will be reduced, and consequently a larger
proportion of loans reported above the thresholds will
involve home purchases. Moreover, borrowers who
refinance during a period of rising interest rates are
likely to differ from those who borrow when rates
are falling, When rates are rising, borrowers seeking
to refinance their outstanding loans are likely to have
more-urgent needs for additional funds that can be
raised by a cash-out refinancing of are seeking to
lewer theif tetal menihly payment obligatiens by

lean(footnote 14 For such calculation, the rule directs creditorddpgthening the terms of theif euistanding debt.

In establishing this disclosure rule, théserif@ehift

teenth day REggIvensmepHi fes agylqan eprudnshutednierastiate
was set op griafier that dayithrryehiiedpysieantnday obihe nexd
month. TheJglawanhgate,ig WhgiLHtag intgrest rate on thgahgan was
determined.wiGids QffeSpOROYRIMAYSIRELPHESPARELP BrlORKH

agreemen

phEtween ihe ROIPWeR AR tNeJERASY- The MPR 45RO

the calculatiops is g g deiermiged and.alisslosst 1 ik CARSUIRSE

Changing interest rates also may affiect the propor-
tion of adjustable-rate versus fixed-rate loans origi-
nated over the course of a year and thus the mix
of loans reported with rates above the threshold. To
compensate borrowers for bearing the additional
interest rate risk associated with adjustable-rate loans,
such loans typieally have lower initial APRs than do

under secHn 2266 AHIECTIAN L3P PTIRRAYIAUA Ke1dQ e/E  fixed-rate loans with the same term to matusity. If
reporting M@ﬁ%lﬁ“%ﬁ@%&@@ﬁ%%ﬁ&ﬂ%@'t%dﬁé BoliFHESt  market participants expeet interest rates to rise, these
makes avajilahle a-fiRate Spread Gl ARRIRR ‘EﬁPeHﬁ%fﬁ expectations tend to be built into the term structure
determine whefher; ey, tf%BSﬁﬁ*fg o1 8&[39%‘6&&%?{{@ of interest rates (the “yield surve”) and te widen
s, what th aﬂd%k% 1’3{9?188 ’%ﬁ%ﬁ%ﬁd ault e prreraREMEdween the initial Fates on adjustable-
g{gl;%réé}ﬁ%g ﬁ%'l‘&s%%ﬂ ﬁreFea ed fate and fixed-raie leans: This Widening 6an inereass
Efent t° L eCt ﬁ the properiien of fixed-faie leans with APRs above
%ﬁ %n"%f'éta”}%xﬁ%e ; @FHSE% the thresheld Because the APRS fof longer-ierm
coper de efl vgstn%maj% & 9 u pnme ns su adjustable-rate 1eans will net Fise 38 mueh in sueh a
3% eted 9 i piCa Ve Eél %19 ulfﬁ? 1 farket as will these for fixed-raie 18nger-ieFm 19ans:
0 W e%l‘ ? nﬁ] eve alasdurces OO no 61%/
Surveys, ?ﬁel‘—r de SUSI]B i Soar sqé) ﬁ erce t sLlesm HOEPA S
Finances, the &t er% ?—tg:@ %anlgn %%rds E%E;i% eggge rftneiE fatus
est Rate Ub Hine lending from the Cre Long-standing concerns about predatory lending led
%E'ga?%ﬁtygﬂ i?ée%? gt %Rférr en ](1%]8 ﬁﬁea”aﬂﬂé'scongress to enact the Home Ownership and
%gz,%%gv%e;&% @{1%&%%% E’I? £ st ?ég Equity Protection Act of 1994, the first federal statute
RSt Aalss §aBe’r’ilng‘:f§Cee SIB%YsO]ﬂ}P eader FP{ e Qf to explicitly target such lending practices. HOEPA,

}%lsifg?ﬁﬁ&éﬁ%é‘@oﬁ%\%&%ﬁ’ﬁh%@hh@ eral”
myvglg%mt@r@@é)rates for example, refinancing

which amends the Truth in Lending Act, applies to
closed-end home loans (excluding home-purchase
o|ppns) bearing an APR or dollar-amount fees above

—Re?u{afefyAnal sis of Proposed Amendments to Regulati

staf memorandur¥1 D|V|S|0np0f Research and StatIStICgS Janl@?@lﬁ@dtmfﬁ’%@ﬁtﬂ@@fommHéﬂnﬂﬁpbge§of@5@ﬁm10ﬂs

endf(I)gtnote)Theanalyms aflso |rt1)d|catéeg that this tPrehshold closedtand loans RigareortiatngditReyalloon payments

would require reporting for about ercent of the i _

sub prlmeqloans acked by first I|enspand that the  feuiprdpachmantilypayeeniargaiogubelo priftieaband interest

5 percentage point threshold would capture about — 8MERSSUAS sehedslsdi-plosaaripaendkel mplyepdasm to maturity,
waen:the batanaewyill peacdozasa. Aballea) paxmartsight be

95 percent of the sub prime loans backed bygunlor
liens. Overall, data from the Annual Housin urvey  invalvedif tha amosizajiemsalesuledeavenadelatively large balance
Ayyegl at the end of the loan's term. In contrast, a home equity line of

covering prime, near-prime, and sub prime Ioans su

gested that, in atyplcal year, the thresholds would fa I ¥ ) : ! .

somewhere in the near-prime range and would  eredit{HELOC) is a revolving account that permits borrowing from
time to time at the account holder's discretion, up to the amount of the

credit line. Under a HELOC, a consumer may repeatedly pay the

require the regortmg of about 10 percent of all home
loans backed by first liens and about 22 percent of all
balance down to zero and then redraw against the line end footnote)

loans backed by junior liens.
In a given year, various factors may influence the

proportion of loans that have prices placing them
above or below the pricing thresholds. A change in
interest rates can influence the volume and types of
loans that exceed the pricing thresholds. With gen-
erally rising interest rates, for example, refinancing

The act imposes restrictions
on certain loan features, including balloon payments
and prepayment penalties, and requires improved
disclosures for consumers. HOEPA, like most other
federal consumer protection statutes, overrides
weaker state laws but permits states to enact stricter
rules.
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The Federal Reserve Board, which has authority to
modify some of the requirements of HOEPA (imple-
mented by the Board’s Regulation Z), made such a
modification in 2001. The 2001 revisions to the reg-
ulation lowered the APR trigger for coverage of
first-lien loans from 10 percentage points above the
comparable-maturity Treasury security to 8 percent-
age points (the threshold for jumiof liens was left
at 10 percentage points), adjusted the caleulation of
the dellar-ameunt trigaer for fees to include amounts
paid at clesing for optional eredit insuranee products,
prohibited of restricted eertain praetiees, and required
impreveddisstasurestfootnatedgERrERe deialidments
aerpestian 38em32QfiRegHlation d-ancforingis )y Adtaugh
ues to some degree. Since 1999, ¢ AMPRANERLS
éﬁérﬁ%ﬁ‘ﬂér%@‘Qo%ﬁﬂ%@érrﬁfﬁ‘ﬂﬁ&ohw@@iﬁ@te@[wg
HeSalRise MR HRE5RS- 1105 1P Radhaut HHEhh FRleS
AREsDEEBHEr O L A ETHORA A1RNE RRGGIRD LS
SRaRrANInRISARIONYs IRNEHOSE BN adPreeh GEAIA0 REGSE

mitment to finance their purchase, subject to certain
conditions related primarily to the property to be
purchased and any changes in their financial cir-
cumstances. The request for a pre approval does
not generally identify a specific property so that, if
granted, it can be used by the prospective buyer with
more than one prospective seller. In the past, the
HMDA records did not include data on requests for
pre approvals unless they ultimately resulted in an
application related to a specific property. Under the
expanded reperiing reguirements, lenders must alse
report reguests for pre-approval that were denied.
Diselosute of denials of pre-approval reguesis is
intended te provide mere-compieie infermation on
the availability of heme finaneing and i faeilitate
faif lending enfereement. Lenders have the optien
of reperting [Efé -approvals that were granied But net
acted 8 By thecaisumsfootnotel9

he only pre- approval programs covered by HMDA are those

116858 ﬁﬁff@%t@f%JBﬁ&B%@%ﬂﬁ@ 9§90 Which the decision to grant or deny the request is based on a
fiflefrd pmenadments to HOEPA to broaden mmpbenmyﬁﬁrﬁg&uﬂg%@/r@m%efﬁﬁgs&lrﬁyﬁlcﬁ@g%écolIects
anijnton@regm Statedannhut 49 Q@égumlgﬁalcaoaﬂ@wev\ﬁégg infarmatinp;it typically considers in making credit

11 n) the Board re ulred lender e[(c‘)lsmns In a traditional application (that is, an application for a
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TLAR is a much more efficient way for the
Bk @gencies to obtain the data and allows for some

hiBRE dferEiRly i oltaliaFfIgat ant- 81w TR ke
BHRIRFUSAlysis to precede an on-site compliance
examination.

Ps Ve

Requests forPreApprovals

Prospective home buyers are often asked by sellers to
demonstrate that they are likely to qualify for fimanc-
ing. In recent years, many lending institutions have
developed preagymowal programs to respond to that
request. Such programs typically provide qualified
prospective home buyers with a binding written com-

Gific prpge 64FPf1\?ﬂB£ ?i%?&o}{?é&r &r @?e‘iﬂ FP‘ltéﬂe
B“‘“St '83&’ MR GAMEYt
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_L a0, g\é ]t]ama (f S%I%@'[H ca ion or

fufifsR ﬁi’eeégéﬁ&ﬁ%%@ﬁ&% E%? in oFor
HMmddata collected before 2004, applicants for
Gibmiciyd hedefaddregistsr ivaleb(AciaeBeIcBnd
S682100 pid farin@iedategorize themselves as being
of Hispanic BEZIaPhR Hisiei MPoHansfQMS rieyit
élﬁ@_g@)ﬂf_éé/s (!Al_ﬁl\éﬁjétﬁls Iﬁdiﬁlﬁcbﬂnmh%l@aﬁacl‘@étﬁf&
albaie odentificatianndan B AiEeRa Bk Tulks
wiergomOodifsac iR tCnA gﬂ%ﬁgﬂﬂ@%@?@”ﬂ% 506
HMRAafalarFalleststcRe R8O pRIGaRE (RS
e, B0 APRIFURIYA IS AR ROENHAGE ARA
BBy PREfrRad 1A A LESOH R LD %‘&%@ RSibANG
Shd BRAIC AR (@RiRGPH1EpoRR OF fiygntreidt

categories (American Indian or Alaskan Native,
Asian or Pacific Islander, black, white, or other). As
of 2004, applicants may designate more than one
racial category (American Indian or Alaska Native,
Asian, black or African American, Native Hawaiian
or other Pacific Islander, or white) and may designate
one of two ethnicities (either "Hispanic or Latino" or
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1. Distribution of home lenders covered by HMDA,
by type of institution, 2004

“not Hispanic or Latino™). (Hereafter, for concision,
we refer to the category “black or African Ameri-
can” as black and to the category “Hispanic or Heading row column I Typelcolumn 2 Number
Latino™ as Hiigpamic.) column 3 Percent end heading row

The changes regarding race and ethnicity will make 'Fl)'ype:DeAE)f%itory institution: Commercial bank Number:3,946
e ; . ercent:44.
it difficult to align the HMDA data for 2004 with Type:Depository institution:$avings institution
those for earlier years. Most important, applicants 1’\';&?5%ébqiltégle{ﬁggfalﬁlag;,re dit union

. . . N . S L L

who in 2=093 were f:lassﬁied as Hispanic were n(?t Number-2,030 Percent:22.9
also classified by their race. Consequenitly, a compari- Type:Depository. institution:All
son of lending activity by race between 2004 and #‘U”ébﬂa?_i9g3epggﬁ?ﬁ;ﬁ9ﬂce endent
earlier years might lead some to conclude that lend- JPiarl aad parcaoe T8 |7
ing to certain racial groups may have changed when, Type: Affiki

in fact, the only change was in the classification (footnote 1 Subsidiary of a depository institution
systerm. or an affiliate of a bank holding company.

Source: In this and subsequent tables except as noted,

Federal Financial Institutions Examination Council,

data reported under the Home Mortgage Disclosure Act
(www ffiec.gov/hmda) end footnote) Number:396 Percent:4.5

Ty e gﬁq mpan ,||§A“ N%éc%wﬂpéélem 2%8 d,

on net 242 prev1ously rural counties to MSAs(footnote
21Tie iviBehatgetddt chownddries tddhooinsabarge;
Résvprexiouskyscural abiestiesrastittaiexs udedéthonnties-
puevibusly imivibés efidrigainetd) applications or loans
or Bie ausatbsizef deodsisatio ViEse 2004 D peisdatgst
beperviere imastu@bnihga virkidutitmsnaubethar fowear
s 51y 1oamkarapplienestsd aapplinatientorol . ¢ass
oehyopsaet ségorard amall(dsie 20045160 - pareenpert
RPeringhnstépiioing tankdeHan faygeation Riysfanst
Y0250 RN saf apRk GAtieRm t8aCRUNHIY PoD herdsiit
6¢nthef apslierasiRd adrfal d4aflein ST rERVINS A
gapg of the reporting banks had assets of less than
$23Q il @ﬂheﬁ%&"%\f @ﬁé%@&dﬁ{, QR @R IaRt
Rindoes aRphisaHaNgansk ”ﬁulﬁbﬁ?eo?%%li@é\d%
detadfenieietabeaiuse FRPOTtNG fhlegRRbRienis
EER8FALY 188004 data (data not shown in table). I

Changes in the Data-Collection Requirements for
Sales in the Secondary Market

The secondary market for home loans is the arena in
which loans already originated are bought and sold.
HMDA requires that, for a given year, covered insti-
tutions report the sales of loans that they originated in
that year as well the sales of loans that they pur-
chased in that year. For each sale, the institution must
also report the type of purchaser.

HMDA data have long been one of the few sources
of loan-level information describing secondary-
market activities. The 2004 data are reported using
codes that represent revised categories for identifying
the secondary-market purchasers. For the first time,
the HMDA data identify loans placed in private secu-
ritizations, which represent a growing segment of the

secondary market. The revisions in the reporting
categories are intended to improve the utility of the
data.

SUWMINERY OF RENIINES FROWM
THE 200 HWIA DATA

For 2004, the FFIEC prepared disclosure statements
for 8,853 HMDA-teporting lenders—3,946 commer-
cial banks, 1,017 savings institutions, 2,030 credit
unions, and 1,860 mortgage companies. Of the mort-
gage companies, most (1,464) were independent
entities—that is, institutions that were neither subsid-
iaries of banks nor affiliates of bank holding compa-
nies (table 1). The disclosure statements consisted
of 72,246 distinet reporis, each covering the lending
activity of a particular institution in each metropeli:
tan statistieal area (MSA) in whieh it had a hems
oF braneh office (table 2). The Aumber of reporting
ingtitutions was up 9 peresnt from 2003, IR part

199 oA Ofsiae QabHEF d8RoSUAR AN IIHEARioh-
e%%s%%ﬁs?fgé%‘l‘fﬁ% &OB&%’E%; %1 40¢ godd f‘l?i‘lﬁ‘e)
hoftfirtBe 99 %ﬁﬁ?{lgp%t%nt?ﬁoﬂé’e@&}’ﬁé}ﬂe
{eAeder S FRRORBE: Jhe Jergssh QU BShiOh ARR FAHOAS
Areanates fat ekt BErSppliehAthiacRaliFal 40}
SRR BledrdUpHRLAATHS IPURO DAY fduth

e e further aggregated to their high-
est level of corporate organization (such as a bank
holdlng company), lending is even more concen-

d Th we éﬂﬁ e large rganizations report-

mg Ia ges@p’rﬂ‘L o é@ﬁ.%s accounted for

FRPAERL IR PUSTARSE By "FRIBA
howlql

y mllllon home-loan applications

(table 2)—9.8 Imlhon for purchasing one- to four-

family homes, 16.1 million for refinancing existing
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2. Home loan and reporting activity of home lenders covered under HMDA, 1%¥0-2004
Numiber

Headnl% rowcotonmmt
Year column 2 Applications received for home loans, and home loans
purchased from Othev |nnr*|nrc(m||||nnc\Annlu‘nflnnc I—Inmn nurchase

column 3 Applications received for home roans and home e loans
purchased from otheftende ons)Apptications:Refinance
column 4 Appllcatlo r home loans, and home loans
urchased m d mi nnc)Apnllr‘ flnnc Home mnrn\lamnni
column 5 Appllcatlo s received for home roans and home loans purchased
from other Ienders(mllIlons)Aﬁpllcatlons Total(footnote 1
Applications for muiti-family homes are included only in the
"total" column; for 2004 these applications numbered about
62,000 end footnote)
column 6 Applications received for home loans, and home
loans purchased from other lenders(millions)
Applications:l-oans purchased
column 7 Applications received for home loans, and home
loans purchased from other Ienders(mllI|ons)AppI|cat|0ns Total
column 8 Reporters golumn 9 Disclosure reports(footnote 2
A report covers the r}]‘ortgage lending activity of a lender in a

single metropolitan statistical area in which it had an office

durlng the \lanr end-footnotelend hcmrllnn rOW.

Year: 1990 eatlehé Feeeqwdtf'dfshmwetrdahé aph protqations

loans Pk Ii’ﬁg ARHFICAENS: FisThe
urchdSig 305 and home
0ans P;Uﬁ ﬁﬁcl -approy which are not

Appllea;lans: s’Ls I Appllcatlons received for

home loans, and ho oans purchased from other lenders
gnllllons)Ap Ilcatlons Home |mprovement 1.16

I|¢mrnas ve’lilfadnﬂma Iﬁans inge doensto four-  involving the Federal Housing Administration (FHA)
E\umnm[fi}ggﬁ mﬁ?% E@hﬁuTﬁIféﬁwWy (table 4). An even higher share of applications for
puﬁghﬁw S_Eéah&nd' refinancings (and home-improvement loans) were for

urchﬁ@d tteﬁoﬁor utad dr mﬁlma apadthey  conventional loans, an indication that borrowers with
ome hﬁﬁéﬂlfotﬂe@th@stlwﬂemnﬂﬂlﬁﬂa)mon lend-  government-backed loans either tend to refinance into
é%%'l' Vss%é%o requests for pre-  a conventional loan or tend not to refinance.

Y ear: BPPr Eﬂi&h@@%h@ﬁﬁﬂo&@ aMerfogither The share of HMDA-reported loans backed by the

loans Mﬁedsmnb“h Entaidéﬂlli@'tb% nﬁeatthes.pMe FHA has been declining over the past several years,
é’;g? 88 d about 16 percent in 2000 to about 8 percent in
Appli BIAKE ed (data not shown in tables). New, more flexibly
from drig 3 @I@mﬁbﬁ@a@ﬁl 18 underwritten conventional loan products are likely
Appligpdogmigceiie ;-j‘vf i hopfl fromerigansgupeliiged attracting borrowers that would otherwise seek FHA
Appli et RO RIiaRdiaaedn F06i2004 Battking. Among these products are interest-only

e mmﬁoas boanarily  loans, adjustable-rate products that offer fikexible pay-
*a —.' W@healpaﬂﬁimmval Progmhthpﬂ@n& and products that allow smaller down
Applicaed ﬁﬁ‘w ations that begaspifmenis, a wider range of eredit histories, and
DISCI oA 5805“ e transition rules did not regggledocumeniaiion of ineomes:

Year: ¥R W B% e January 1, 2004

and h(yng 6

FOGHORET Thash r refi-
Appli il el g” :
forr)rhow: 2ol M EHM'Y Lien Status
Iende HrAEp o REHEAES 5 fodir-family homes
ﬁ)gﬁ;@%ﬁgﬁe it Aot et ﬁg&tlggs .per-  The 2004 data, which include for the first time infor-

Homed rmmémlcgqumlm olpaRSeiE mation on the lien status of a loan, indicate that a

Ioans B perdmeed fbw:k@h@erf@flfhre(ﬂﬁﬂms)- significant minority of reported loans involve junior

g@ .:.’ liens, particularly loans for home purchases. Among
Appll siM-packed of OARISIice Oﬁge lt mostly the loans to purchase owner-occupied homes, 13 per-
reﬁelvled_gomomlf Ioa?z anld h{)me I_(I)_artlsI pluzr%rbased from cent involved junior (subordinate) liens (data not
other lenders(millions)Applications: Tota ; ;
Reporters:9, 0(73 Disclosure reports:28, 782 shown_1ntefuﬂ¢_aes$§footnote24TheHMDAdatadonotmcIude
Year:1993 Appllcatlons received for home loans, a code indicating whether
and home loans purchased from other Ienders(mllllons) the junior-lien home-purchase loan reported in the data
Applications:Home purchase:4.52 Applications received for s associated
home loans, and home loans purchased from other Ienders(mllllonsév i - - )

ith any particular first-lien loan. The junior-lien loan may be in the

J)Ilcatlons Refinance7.72 Applications received for home loans,
home loans purchased from other Ienders(mlII|ons)AppI|cat|onmported data, but the first-lien loan may not be. This distinction can
Home |mprovement 1.40 Appllcatlons received for home loans, anerse if, for example, the lender extending the first-lien loan is not
home Ioan3£urchased from other Ienders(mllI|ons)AppI|cat|ons

Total13.64

pllcatlons recelved for home Ioans and home covered by HMDA. We estimate that about 62 percent of the junior-
’ RN S fnd iR aRRA b aem o
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3. Distribution of home lenders covered by HMDA, by type of lender and the number of applications they receive, 2004

Heading row column 1 Type of lender,and subcategory
(asset size in millions of dollars, or affilia tion)

column 2 Number of appllcatlon 1-99 Percent of type
(footnote 1 Distribution sums vertically end-footnote)

column 3 Number of application:1-99 Percent of subcategory
(footnntn 2 Distribution-sums-horizontall, end footnot \

column 4 Number of appllcatlon 100-249 Percent of t type
(footnote 1)
column 5 Number of application:100-249 Percent of

subcategory(footriote 2) ...
column 6 umber. of.application:250-999 Percent of
type(footnote 1)
column 7mber of application:250-999 Percent of
subcategory(footnate 2)end heading row.
Depository institution Commercial -bank:Less than 250
Number of application:1-99 Percent of type:80.2
Number of application:1-99 Percent of subcategory:56.7
Number of application:100-249 Pereent of type:71.4
Number of application:100-249 Percent of subcategory:31.6
Number of application:250-999 Percent of type:31.3
Number of application:250-999 Percent ¢f subcategory:11.0
Depository institution Commercial bank:P50-999
Number of application;1-99 Percent of fyjpe:16.4
Number of application:1-99 Percent of subcategory:24.5
Number of application:100-249 Perecent of type:25.9
Number of application:100-249 Percent of subcategory:24.2
Number of application:250-999 Percent of type:57.2
Number of application:250-999 Pereent of subcategory:42.4
Depository institution Commercial bank:[L,000 or more
Number of application:1-99 Percent of. type 3.4
Number of application:1-99 Percent of subcategory:13.4
Number of application:100-249 Percent of type:2.
Number of application:100-249 Percent gf subcategory:6.6
um
Numbéiosf: pheaﬂowesmegwememoom category 22.6
Depository institution Commercial bank:All
Number of application:1-99 Percent of type:100
Number of appllcatlon 1-99 Percent of subcategory:42.8

Number mage- %918@@9% w¥Peot0fiking out  to a growing number and share of home sales to
Nﬂmg@p fj? gﬁ% m{l fi[%?rﬁ &.  investors or individuals purchasing second homes as

Numbéies ﬁé“&}a@ H0-99 6P eFIBOSOR LS Bgb down  distinct from those who intend to reside in the units
Savings mﬁlﬂstmidlcﬂes §m6§f$ of the first- llen loans used  being purchased. HMDA reports help document the
ho

~, @gﬁ%ﬁ; éﬁ %% 5aised role of investors in the housing market because the

! data indicate whether the property to which an appli-
Numbvotﬁ .1- pli remme d:afegqﬂysaieﬁ cation or loan relates is intended as the borfower’s
Num% |
Savi
Num§

§ ! % géy C?ﬁe t% principal dwelling (that is, as an owser-occupied

,O ok REN ThateauR @é%gg e unityfoommateRSAMANveSIMBNIREApErhais BROBHMNEsTOCCUpied
@ﬁmve

N i i . : i

Um PA@ t%t@ %}f%ﬁ;t%en ? g@%date Mae  isiensadstodep cansinupusly teriad SeMESNQsHeMRaR ocCupied

mrtheaérﬂm 1@ans within the  dvpellivg thehding for occupied purposes

Num :00-249 Percent of subcategory 17.8 Hﬂi%\lﬂ@tm&@me&ﬁ@ SeqRrdIMeTzar ¢ dfcie primary use of

Number of application: 258 888 Eercent o]t: ty%e 60.8 57he HM B@% e\f/hbﬁ rl@‘x#}i@ %E Gﬁﬁd @é%sfg!t(\’}\f)gpropertles
ercent of subcategory:

Savu%?’ﬁéfmgﬁ%@% or more Ii) o %{'\%ﬂ%@% E n(%te)TheHMDA

Number of application:1-99 Percent of type:4.1 occuple S are ol the sehatatket haesTos

N”mm applivaéeialcd thm aftsihtedg gg‘e Bf the %§ gﬂﬁ}srfg/rai‘ BW@%@E ;gggdﬂﬂrﬂﬁ §
umbgen Eyg% 1 ﬂ?lﬁﬁi!]
Number oégggﬂcatlon%o 249 Percent of cateqef)rray g -

Sdmmrumablcﬂ)mber of loans or dollar amount of

o ke e
Y, par loans), and then began rising. In 2004, the non-owner

g‘;VT 5 Bt fgfl u'_?ﬁﬁ ﬁggy occugled share of t%e homegpurchase market in terms
Numbera ! ghe, ke the figst-lien 10&11 is ﬂOt of number of loans was about 15 percent and in terms

el %8 LGH B8 percent Ofgg juior-  of—doHar—amount was roughly 13 percent (data not
Numger abapnhsalior S in the  shown in tables).
Numgs KrailRdlylddts AR YD ﬁée lﬁﬁ
Numgee R §ﬁ@ﬁm\l@ 44l
Numpead® il UEakioieoadtd BRFeREE OF IR, race, and
NUMBEFiGkR IR l@ﬁé'@éﬁ&é%@@ ReEaeniqh SHheaRAR B vdre

%Lenq\ger 01g I}Sﬁ%aéggﬂr? S%%??ﬁercent of type:96.9

Number of application:1-99 Percent of subcategoAy :62.9
Number of appllcatlon 100-249 Percent of type 8

peatedory g 2.3
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3.—Continued

Heading row column 1 Type of lender,and subcategory
(asset size in millions of dollars, or affil atHon)

column 2 Number of appllcatlons 1,0001-4999 Percent of type
column 3 Number of applications:1,000r4999Pergentof subic
column 4 Number of applications:5,000|or more Percent of ty,

column-5-Number-of applications:5-000lor more Percent of sSubcategor
\HRDEe-061 HORSO;UYY oH-3ubcategor

column 6 Number of appllcatlons Any Rercent of typel
column 7 Number of applications:Any Rercent of subcategory
column 8 Number of -applications:Memo Number of lenders
column 9 Number of applications:Memo Percent of applications
end heading row..--.........................
Type of lender,and subcategory (asset size in millions of dollars,
or afflllatlon)Dep05|_thy institution Commercial bank Less than 250
Number of applications:1,000-4999 Percent of type:6.3
Number of applications:1;000-4999 Percent of subcate%ory :0.7
Number of applications: 5,000 or more Hercent of type:
Number of applications:5,000 or more Rercent of subcategory 0
Number of applications: Any Percent-of type:60.6
Number of applications:Any:Percent of subcategory:100
Number of applications:Memo:Number of lenders:2,391
Number of applications:Memo Percent ¢of appllcatlons 1.1

rpe of lender,and subcategory (asset size in millions of
dollars, or afflllat_lon)_ZSO =999
Number of applications:1,000-4999 Percent of type:35.7
Number of applications:1,000-4999 Percent of subcategory:8.6
Number of applications:5,000 or more Rercent of type:4.4
Number of applications:5,000.or more.Rercent of subcategory:0.4
Number of applications: Any Percent-of type:28.7
Number of applications:Any Percent of subcategory:100
Number of applications:Memo.Number of lenders:1,131
Number of applications:Memo Percent ¢of appllcatlons 1.8

rpe of lender,and subcategory (asset size in millions of

lars, or affrlratron)l 000.or more. ... .

k\

mbeeef—&pplwe&ene—l-emler
Number of appllcatlons 1,000-4999 Percent of subcate%ory :37.3

Nu 00 or more Percent of type:94
Nu 00 or more Percent of subcategory:20.1 Prominent in  the secondary —market are

Number of appllcatlons Any Percent of type:10.8 government-sponsored enterprises (GSEs)—in par-
Nurmiﬁéiﬁﬁp l@ﬁéﬂﬁﬁ iﬁ@tl‘ft@ﬁéuboféﬁﬁqw 1al- ticular, Fannie Mae and FreddieNddadfodFantely GRES
NU E@ iml Sgﬁ:gﬂé% fm? iﬁ%ﬁg g?ﬁ 18- prepnivatplyrotuned iostitutinis Waidand the ddasablere
gagne@;.dgf]a |.ﬁp§ﬂrzﬁ1®é publie 2004 kvatd dnstitbtionsy Eheymacd ivansenidirimenefiis
dldtﬁte 1o eﬁdmﬁmﬁbﬂ accounted for roughly BPpegovernpieahapersorabipdn exebangaderdksinagdvaacamenicet
'[gggl 8{:%% gg@gﬁg. @g@;ﬁ@gg@@@g%@%@%ﬁy&mb&m Pokicyugnals sucbamtemeawneishipZnpag:lawest
PeFRABLPBICERP tneoimehoyseholgdsandintasgetedseynmunitiesandfaeinede) Forthe most
nipgrrot epmeintaliains aﬁ@&bom cent of smbcategmwyz Paterthy gy drasasrafabiapnimdiagiond readeianMae
Numge 8@?& {‘l‘iﬁpﬂi& A pa-  p@ARMGoRAiskS: ahovepiars! (BT iigiDARSI
i AN B Rk 3P A g:.y ans  Bulghassibamesceuinivefioanhexisinoplaenn:Thase
Numbe pbnutmhhdﬁmmr?émt of appllcatlons 225  BASrRstHUiiRnSiesaHBte ¢ dRbasRidY(Bhaeaent oh
i
Number of applications:1, 000g4999 Percent of type:11.0 QIDS iy BRfe Al FHECTANRYLOSHILHONGs AL WYBs A A2
Nurbeeooimmitlfiokstt ORELHAIB9 Percent of subcate%ory 2.8 SBCARAARYIRIaRk e ARG OV EBBRIFRD PinioaRy
Number of appllcatlons 5,000 or more Percent of type: g&@lb“g{gvg«{@ 1S88EFItZAtI RN 9 HRIAR SR urARd
P

[Eﬁ@fl@éaﬁ i@gﬁ}gﬂ@%ﬁ@%@r&w P ERRGRISHRIY-O-4nrigae:cRRT JRYAARGE |8 RABIES: (SdRBYSS kel

CHft e Bo'ét ndwpme some cases, the purchasing institution is affiliated
nm m@ans)t\/l %
U dl€ A’O

Mg@d)eﬁpfzgoderﬁ Oénders  With the originating lender—directly, as a subsidiary,
PSR thr e he v At i accounted
NU%%@WMﬁ&%@%gmgﬁﬁe VOIU”‘%EM pas@eu’s@fs logrg smbchinidbe Isggondarrimarkedy
ications:1,000-4999 Percent of subcategory:17.0 MaciaghyicthiblIRMesd loans involved

market Smﬁﬁﬁﬁm@ ég{lons 5,000 gp%gg} ggggn of t @i@@ﬁﬁ J_n_me_past, users of HMDA data had no certain way

y:0.
orlglnatddmeDOﬂalpullbethdME I 19 ypekabiBstitution in &0 identify which applications and loans involved
2005 or |aﬁ:j%%mw% 8 r%%\# C (f%‘gﬁ)éég% hat,
. umpe lica ong r er
as with ot é@%ﬁca g Qﬁﬁét%t&*fba@ed
T]yd Icﬁd@ndvemwetebdate (ehses nitecoverdtidns HMDA end footnote)
0

lars, or affiliation)Savings |nst|tut|0n 1,000 or more
Number of appllcatlons 1,000- 4999 Percent of type 40 9

.J
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4. Distribution of home

loan applications and home loans, by purpose, lien status, and type of loan

and by type and occupancy status of home,2008#pplications

Heading row column 1 Loan
column 2 Applications:One t
Distribution sums vertically.
column 3 Applications:One t
column 4 Applications:One t

category(purpose and lien status)and loan type(government-backed or conventional)

o four family home:Site built Owner occupied:Percent of loan category(footnote 1
nd footnote)
p four family home:Site bui

LY ame-Sita ha
(=] 11

t Owner occupied:Percent o

- N\ oawnar aceqHnied-nerea

f loan type(footnote 2 end fq
1 FaYol JaVaTa¥at

column 5 Applications:One t

JaVal daVal s
(ToUutnot

otnote)
y(footnot

‘Non
CINUTTOVWTICT OUCCUR

ctured:Owner occu

JaYR1 mihz
TouTTar iy TroTrT oot

o four family home Manufa

ICU,PCTe

pied:Perc

nt nf lnan
o Todr catc ot

ent of loan categor

column 6 Applications:One t
column 7 Applications:One t
column 8 Applications:One t

1
)
ptnote2

rtured-OwWner occu
egory( ocrtnotel)
1

four fammity frorme Manufa
o four family home Manufac¢tured:Nan owner occupied,|percent df loan cat

o four family home:Total:Owner occupied:Percent of loan category(footno

ied:Percentoffoamtype(fo

el)

columm$Apptications:Onet
column 10 Applications:One
column 11 Applications:One
heading row Home purchase
Owner occupied:Perecent of |
Owner occupied:Percent of |
owner occupied,percent of o,
Owner occupied:Percent of |
Owner occupied:Percent of |
Non owner occupied, percen
Total:Owner occupied:Perce
Total:Owner occupied:Perce
Non owner occupied, percen
family home, percent.of loan
Home purchase:First lien Go
Owner occupied:Percent of |
Owner occupied:Percent of |
Non owner occupied,percent
family home Manufactured:(
family home Manufactured:(
family home Manufactured:N
family home:Total:Owner og
Total:Owner occupied:Perce
Non owner occupied, percen
family home:Multi family hg
Home purchase:First lien Go
Site built Owner occupied:Pg
Site built Owner occupied:Pg
Site built:Non owner occupisg
Applications:One to four fam
Applications:One to four fam
Applications:One to four fam
Applications:Qne.to. four fan
Applications:One to four fan
Applications:One to four fam
Applications:One to four fani
Home purchase:First lien Go
Site built Owner occupied:Pg
built Owner occupied:Percen
owner occupied,percent. of -lo|
Owner occupied:Percent of |
Owner occupied:Percent of |
occupied, percent of loan cat
Percent of loan category:89.1
Applications:One to four fam
Applications:One to four fan
Home purchase:First lien Go
Owner occupied:Percent of |
Owner occupied:Percent of |
Non owner occupied,percent
Owner occupied:Percent of |
Owner occupied:Percent of |

fourfamity home: Total-=Owner-occupied:Percent of toamn type (fJUtIIUtEZ])

to four family home:Total:Nonowner occupied, percent of [oan category(footnotel)

to four family home:Multi family home, percent of loan category(footnotel)end

First lien Government backed:FHA Applications:One to four family home:Site built

pan category:8.3 Applications:One to four family home:Site built 1

ban type:94.2 A?&)Ilcations:One to four family home:Site built:Non !

an category:0.1 Applications:One to four family home Manufacturedi

ban category:8.6 Applications:One to four family home Manufactured:

pan type:5.8 Applications:One to four family home Manufactured:
of loan category:0.1 Applications:One to four family home:

nt of loan category:8.3 Applications:One to four family home:

nt of loan type:100 Applications:One to four family home:Total:
of loan category0.1 Applications:One to four family home:Multi
category:0.5

vernment backed:VA Applications:One to four family home:Site buil

pan category:2.3 Applications:One to four family home:Site built

ban type:97.8 Applications:One to four famil?/ home:Site built:

of loan category:Less than 0.05 percent Apé) ications:One to four

wner occupled:Percent of loan category:0.9 Applications:One to four

whner occupied:Percent of loan type:2.2 Applications:One to four

lon owner occupied, percent of loan category: Applications:One to four

cupied:Percent of loan category:2.2 Applications:One to four family home:

nt of loan type:100 Applications:One to four family home:Total:

of loan category:Less than 0.05 percent Applications:One to four

me, percent of loan category Less than 0.05 percent

vernment backed:FSA/RHS Applications:One to four family home:

rcent of loan category:0.4 Applications:One to four family home:

rcent of loan type:98.9 Applications:One to four family home:

d,percent of loan category:Less than 0.05 percent

ily home Manufactured:Owner occupied:Percent of loan category:0.1

ily home Manufactured:Owner occupied:Percent of loan type:1.

ily home Manufactured:Non owner occupied, percent of loan category:

ily home:Total:Owner occupied:Percent of loan category:0.4 1

ily home:Total:Owner occupied:Percent of loan type:100 1

ily home:Total:Nonowner occupied, percent of loan category:Less than 0.05 percent

ily home:Multi family home, percent of loan category Less than 0.05 percent

vernment backed:Conventional Applications:One to four family home:

rcent of loan category:89.0 Applications:One to four familg home:Site

t of loan type:94.3 Applications:One to four family home:Site built:Non

an category:99.9 Applications:One to four family home Manufactured:

ban category:90.5 Applications:One to four family home Manufacturéd:

ban type:5.7 Applications:One to four family home Manufactured:Nop owner

pgory:99.9 Applications:One to four family home:Total:Owner occupied:

Applications:One to four family home:Total:Owner occupied:Percent of loan type:100

ily home:Total:Nonowner occupied, percent of loan category99.9

ily home:Multi family home, percent of loan category:99.5

vernment backed:Total Applications:One to four family home:Site bqilt

ban category:100 Applications:One to four family home:Site built |

ban type:94.4 Applications:One to four family home:Site built: 1

of loan category:100 Applications:One to four family home Manufactured:

ban category:100 Applications:One to four family home Manufactured:

1
1
1
1
1
t

arcant o
TToCTT T

ban type:5. ARRIications:One to four family home Manufactured:Non
an catnonrn - Annli 1

owner CCCUp:Cd £
P

Ownef%gg% ;

Owne

eréent ot o Eatest s
wﬁ@fﬁwﬁéﬁéﬁ T

4D AL =2 I Tt oo

P [T STTe 1Oy 4/ T atal-
¢ rm%ﬁ?]%c%’gé%) ﬁﬁ%@%%@% (u)rtaﬁ Housing Service

licationc-Ona to forr £amily boma-Tosol.
W*ﬂcg
it

Non-owner occupied, percent of loan category100 Applications:One to four family home:

Multi family home, percent of loan category:100

Home purchase:First lien Government backed:Memo: Number Applications:One to four family home:Site built
Owner occupied:Percent of loan category:6,899,878 Applications:One to four family home:Site built:

Non owner occupied,percent

Owner occupied:Percent of loan category:411,500 A8
Non owner occupied, percent of loan cate%
Owner occupied:Percent of loan category:

Total:Nonowner occupied. percent of loan category1.183.428 Applications:One to four family home: ! o
%mle .

of loan category:1,156,788 Applications:One to four family home Manufactured:
plications:One to four family home Manufactured:
ry:26,640 Applications:One to four familﬁ home:Total:

,311,378 Applications:One to four family home:
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4. —Continued

Heading row column 1 Loan
column 2 One- to four-family,
(footnote 1 Distribution sums

category (purpose and lien status) and loan type (government-backed or conventional)
home Site built Owner occupied Percent of loan category
vertically end footnote)

column 3 One- to four-family|home Site built Owner occupied Percent of loan type

(Footnote 2 Distribution sumg-horizontally end footnote)

column 4 Site built:Non owner occupied, percent of loan categry(footnote 1|)

column 5 One- to four-familyrhome:Mantfactured: Owne-occupieg:-Percent of loan category(fpotnotet
column 6 One- to four-family| home:Manufactured:Owner occupiegl:Percent|of loan type(footnpte 2)

column 7 One- to four-family| home:Manufactured:Non owner occupied, percent of 1gan category(footnote 1)
column-8-One—to-four-famityrhome: Total-:Owner-oceupied—Percent of toancategory(footnote 1)

column 9 One- to four-family,
column 10 One- to four-famil
column 11 Multi-family homg¢
Home purchase:First lien Goy
Owner occupied Percent of lg
One- to four-family home'Sit
loan category:0.1 One- to fou
One- to four-family home:M3g
Manufactured:Non owner ocq
Percent of loan category 9.0 (
One- to four-family home:To

category:0.1 Multi-famity home percent of loan category:0.5

Home purchase:First lien Goy
built Owner occupied Percent
One- to four-family home Sit
loan category Less than 0.05

One- to four-family home:Mg
Non owner occupied, percent
Percent of loan category 2.5
One- to four-family home:To
Multi-family home-percent of
Home purchase:First lien Goy
of loan category:0.5 One- to fi
Site built:Non owner occupie
Manufactured:Owner occupie
Owner occupied:Percent of Ig
percent of loan category Less
of loan category 0.4 One- to f
Total:Non owner occupied, p
home percent of loan category
Home purchase:First lien Goy
of loan category:88.2 One- to
Site built:Non owner occupie
Owner occupied:Pereent of-lg
Manufactured:Owner occupie

One- to four-family home:M4
Owner occupied:Percent of 19
100 One- to four-family hom¢
99.9 Multi-family. hame percg
Home purchase:First lien Goy
of loan category:100 One- to
Site built:Non owner occupie
Owner occupied:Percent of Ig
Percent of loan type 2.7 One-
percent of loan category 100

One- to four-family home:To
Non owner occupied, percent
Homegurchase: irst lien Gov
home Site built-Owner.occup
of loan category:811,816 One
8ne- to four-family home:Mg

ne-

home:Total:Owner occupied:Percent of loan type
y home:Total:Non owner occupied, percent of loan category(footnote 1)
> percent of loan category(footnote 1) end heading row
ernment backedFHA One- to four-family home Site built
an category:8.8
> built Owner occupied Percent of loan type:95.1 Site built:Non ownisr occupied,percent of
r-family home:Manufactured:Owner occupied:Percent of loan category 16.4
nufactured:Owner occupied:Percent of loan type 4.9 One- to four-family home:
upied, percent of loan category 0.1 One- to four-family home:Total:Owner occupied:
Dne- to four-family home:Total:Owner occupied:Percent of loan type:100

1

al:Non owner occupied, percent of loan

1
1
1

—_—

ernment backed VA One- to four-family home Site
of loan category:2.6

2 built Owner occupied Percent of loan type:97.9 Site built:Non owner occupied,percent of
bercent One- to four-family home:Manufactured:Owner occupied:Percent of loan category 2.0
nufactured:Owner occupied:Percent of loan type 2.1 One- to four-family home:Manufactured:
of loan cate?ory Less than 0.05 percent One- to four-famil home:Tbta :Owner occupied:
Dne- to four-family home:Total: ied:Percent of loan type:100

—

(gwner occupie
al:Non owner occupied, percent of loan category:Less than 0.05 percent
loan category:Less than 0.05 percent 1
ernment backed FSA/RHS One- to four-family home Site built Owner occupied Percent
our-family home Site built Owner occupied Percent of loan type: 99.0

1,percent of loan category Less than 0.05 percent One- to four-family home:

d:Percent of loan category 0.2 One- to four-family home:Manufactu)Fed:
an type 1.0 One- to four-family home:Manufactured:Non owner occupied,

than 0.05 percent One- to four-family home:Total:Owner occupied:Percent

our-famile/ home:Total:Owner occupied:Percent of loan type:100 Orle- to four-family home:
ercent of foan category:Less than 0.05 percent Multi-family

:Less than 0.05 percent

ernment backed Conventional One- to four-family home Site built Owner occupied Percent
four-family home Site built Owner occupied Percent of loan type: 97.5

1,percent of loan category:99.9 One- to four-family home:Manufactured:

an category 81.5 One- to four-family home: %

d:Percent of loan type 2.5 1
nufactured:Non owner occupied, percent of loan category 99.9 One- to four-family home:Total:
an category 88.0 One- to four-family home:Total:Owner occupied:Percent of loan type:
>:Total:Non owner occupied, percent of loan category:

nt of loan category:99 1

ernment backed Total One- to four-family home Site built Owner odcupied Percent

four-family home Site built Owner occupied Percent of loan type: 97.3

,percent of loan category:100 One- to four-famil¥ home:Manufactured:

an category 100 One- to four-family home:Manutactured:Owner occupied:

to four-family home:Manufactured:Non owner occupied,

Dne- to four-family home:Total:Owner occupied:Percent of loan category 100

al:Owner occupied:Percent of loan type:100 One- to four-family home:Total:

of loan category:100 Multi-family home percent of loan category:lqo

ernment backed:Memo: Number One- to four-family 1
ed Percent of loan category:4,654,243 Site built:Non owner occupied,percent

- to four-family home:Manufactured:Owner occupied:Percent of loan category 129,150
nufactured:Non owner occupied, percent of loan category 15,272

One- to four-family home:Total:Non owner occupied, percent of loan category:827,088

Multi-family home percent of

loan category:22,247

Home purchase:Junior lien Government backed FHA One- to four-family home Site built Owner occupied
Percent of loan category:0.1 One- to four-family home Site built Owner occupied Percent of loan type:96.8
Site built:Non owner occupied,percent of loan category Less than 0.05 percent One- to four-family

home:Manufactured:Owner o
Owner occupied:Percent of lo
percent of loan category Less
One- to four-family
occupied, percent of loan cate

Home ﬁurchase:Junior lien Government backed VA One- to four-fam|I¥ home Site built

0
ghome:TotaI:Owner occupied:Percent of loan type:100 One- to four-fami

ccupied:Percent of loan category1.4 One- to four-family home:Manufactured:

an type 3.2 One- to four-family home:Manufactured:Non owner occupied,

than 0.05 percent One- to four-family home:Total:Owner occuPied:Percent of loan category 0.2
y home:Total:Non owner

gory:Less than 0.05 percent Multi-family home percent of loan category:0.2



Federal Reserve Bulletin 1 Summer 2005

manufactured homes. To help overcome this limita-
tion, the Department of Housing and Urban Develop-
ment (HUD) produced annually a list of reporting
institutions (typically about twenty) that it believed
were primarily in the business of extending such

credit(fodtinets 28 She WML dliser.of g/datakietd/crantichtml
endfootinte)psgesfrihealb D Angeidcetien relied andhe

hpphcdistnto relandify oatheihumprrfeat!ortaans Tand
pealicatinng ireloted 1iitmenndacit el Hemede ddud
Ry aeldeeiNad jis iewiohmaadi e i paulel tbohRAwsRd
tartdeRbfYc3nRbertiaNB A NchinaRsnia] e dHe Hem fag;
e hanesePastedriey wndern noimnbihatd Udadisks
BRGNS aiSt afiaR aBTumeAUINRIAEd0RARBY WiteheRORTS
%xf@emtbft }'%Fg éﬁbﬂ;g@gfwmﬁM%ss r\é@%ﬁhﬁes(%?;;
PHRISIIRLH pATRERdSHCE Aelte0Men
REPPIETONS £XBli6Hhs FOFIHHIRGTR (GRLS HOnideNTity
BREKCALANS iRfariRaNSd On M ARHIRD MRS, 8k
B%%kgttvmﬁut%l{ﬂw'qqcﬁﬂé@aﬂtifﬁﬁéw@dshoﬁ%sﬁtg
R;Mrke{wanufactured Homes in the U.S. Housing

Mﬂﬁﬁs for manufactured homes entail more credit

Manufactured Homes in
the U.S. Housing Market

More than 23 million individuals, or roughly 8 percent of
the U.S. population, live in manufactured housing. Typi-
cally, about 10 percent to 20 percent of all construction
starts for single-family housing each year are for manu-
factured hores. Most manufactured hormes are assembled
in faeteries, shipped to a heme site, and never moved
enee installed. Nearly 80 pereent of all the manufaetured
hemes are swher seeupied, a rate mere thah 10 pereent:
age peints higher than that fer site-Built hemes:
Manufactured housing is a significant source of afford-
able housing. The average new unit cost about $55,000
in 2003, although prices varied, averaging about $32,000
for single-section homes and nearly $60,000 for multi-
section (“double wide) units (excluding land costs).
Beeause the price of a manufactured home is generally
lower per square foot than that of a site-built horae, the
manufactured heme is partieulaely attractive to house-
helds with lewer ineares. The average annual inceme of
heusehelds ewning manufactured hemes is less than half
i Ot at of these ewning site-built hemes and abeut the same
that of heusehelds that rept their hemes:

mon metric of creditriskfoothaiedy Tofdoiiidatethis/ho
tiisessssion, we have adjusteddhescredietiistohome loans

sgoras apsighed ¢aghetindividyalmarbélcedasrdl Resarge sample of
pots00alcrrdibersondm(Bee X noterady tormadcthibrdistribution
of the morerfamidias(F1Caarediahistesy acoressleveloged by Fair
iraasdmearpasatian fan wiichvisfesmationis pualickyangilable. See
WMV I e coméamyiceitared s GeitratiSensingWonkaasp

risk 98 195 %@ﬁt‘%‘ﬁf&'ﬁ%&ﬁ%ﬁ &3l RPERLEE
UsKsihanego mest ofen EB”‘&? Ob /6 “thSﬁt‘Eﬁd RShiQ
F8P§H£%?f§4$&ﬁf&?‘1‘?&% ”ﬁﬁﬁ% %Pée{l‘{ﬂ Qaé‘fdm'&f rma
derived fro&ﬁgﬁ?ﬁl 65 ﬁaég Pfeéer%%h g mosft?
HUD), nler Br%“é %&Jéséng
Survey an ge e5| ntla anc(e user, or
datasets/pdrdatas.ht u oysing In e
i i %%H‘u e Haﬂse %E?‘t‘?a
WWW. manuf}ic ure e

e 01
sus, wwwceniysalglovltrr}am %WQ nzu %réf(tlnt hut%rré}ﬁt)log\}?nt e
default expehlence reaqalg in| oan se&t}tre Y manu at re olmes
and on the credi 2

June 30, 2003! %re&‘t

approximately

Board fronf

ﬁ{ﬁ)sfor Seorey IVI ualsw re deri ed fr m¥
(5 onaﬂfy repre ser?t%? e samp(fe gf
all lid for-
mation rem éVs]zﬂH géselgq a‘?t‘reeersongr?el)t:gen I %%ﬁ?re
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Robert B. AveXSEL IS BSR4 Eleps

Report ARG &é’cé’s%‘@ﬂé&?"fﬁ‘é&rﬁgﬁb‘é@ vl=,5 BLeE;

vol.90(Summer),pp.297-322endfootnote)Forexample, the

proportion of loans
for manufactured homes that are thirty days or more
past due is far higher than for most other consumer
credit products and is about twice the rate for conven-
tional loans secured by one- to four-family homes

pgdeotMigleover, nearly 25 percent of the individ-
uals with loans secured bAMERSufAdividdalioee
RavecremnuiaeteRING HORRG bUbeHanRAMSIdatnas
A0 Beni9sHORIFRYE With MERLrRIANSARGHN o MPMLY
RAEEORAINPTaBeRY JoBR)erNG fYREAGAFEGHAIRISAR
RGPS BcREJ1ILsHE-baR%nYes 666, a score nearly

701 QIS s | QWEH e the 2¥EERERAMPNG: IRADMIHalS

Wi 1920 a8 R a@ ere AOndoMEs AR icsife thuilt
PRmESn Y ARONREr G A AYe  PnBS CoRAE 8 BBErdRdiNd-
PRSI L 198RS iSEREs dre A% P AGIU TSR TR
DedisTeditdysIY e RSO G0 doAnraseld thaf

(footnote 30 See American Bankers Association, Consumer ¢dtfiPAcASS0G RifHeWIth high-risk lending, compared

Delinquency Bulletin, www.aba.com end footnote)
In part, the elevated credit risk arises from more
uncertainty about whether the collateral backing the
loan will retain its original value. Much of the credit
risk arises from the poorer credit history profiles of
the typical borrowers in the manufacture-home loan
market compared with those in the site-built home-
loan market.

An individual's credit history score (a statistical
characterization of an individual's creditworthiness
based exclusively on information in a credit record
maintained by a credit-reporting agency) is a com-

with only about 5 percent of the individuals with
teansbacked by site-built units.

Lenders recognize the elevated risks related to
loans backed by manufactured homes and factor these
risks into the interest rates they charge borrowers
(footnote 32 In recent years, the manufacture-home

lending industry has
been adversely affected by the excessive production
of units in the late
1990s and the reliance on the relaxed credit underwriting
that accom-
panied the sales of these units. See Neil J. Morse (2004),
"Manufac-
turing the Dream," Mortgage Banking (August), pp.

50-56 end footnote)
Hemadia cabrg dohomealtmatieflecfendt Inahse baekedhib
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The 2004 HMDA Data on Manufactured Housing
The HUD List of Specialists

in Manufactured Home Lending
and the 2004 HMDA Data

The 2004 HMDA data indicate that, on the basis
of applications that lenders received after January 1,
2004, nearly 4,400 lenders extended more than
242,000 manufactured homeldansootrdiedsAsheter, Before 2004, HMDA reporters were not required to iden-
thavtramsitioserulesregardingdheveparting oidate; most tify which of their applications and loans involved manu-
posndiffiauitiessforevaluating the 2004 M D da@fiar ma Lufagiifedhomes, and identifying all of the lenders offering
bernesd Cansequsntly) applicatisns:gaveired b the dasitio ﬁ%lg credit was impessible. For 2003, HUD’s list of

luderhfromd bléﬁaﬁ 20 G Reshit ﬁﬁlfye I : ce )tigra]gufacture-home loan specialists who are also HMDA
SOaRxe A retsh ’ @ﬁ%ﬂw .| “teporters identified 19 sueh lendets. Only 13 of the
SEEPeELbH(10E WleLoIMRUARTINATS Gl A0 RAAPMIAERAtON QY 1o raors nat reported 2003 HMDA data provided
sapuireiuradoeceastatus for applications submitted before JaBhhs ympa data under he same name and identifiea:
aryrhe2Q9: HRMENET riirihRoUteawhetlerReseenders identifieilimper. These 13 lenders aceounted for 15 persent
Rth@ngnly 5@%@1&”@9}@@0&@%@9@@%@1?1_@%.|0Fﬁé On maggg)f the manufacture-nome  |gans reperied in the 2004
fegturedomah And sen8exciHde theseadaitipmldatp from thaa. Ameng the § manufacture-home  {epders on the
i ted for one- 2003 HUD list that did net repert in 2004 under the same

The 2004 ﬁ%%‘?dfhome'lom i%é(é%‘{'accouq s‘yefated \dentification RuMbeL, 3 reported Hnder Aiffer:
e e ST B SR IR | e s e s e s

4,800 in all—sudichdndécatesdbatisonde fnstitdfiops shuse tolident gnt Rames and identification ntmbers. These 2 fenders

fy : :
manufactured QﬁBl- ti dgd g ff%_ﬁsiﬂ@ @@ f@BBﬁ%ﬂ infarmatisn 8n 8ﬂl¥7 anout 856 [sans telated
e e e e

18 manutactured H?H&‘é@ KhQBBHE 8.4 pereent 8f the total):
manufacture-home
okttwleestionerer flrwefinandinans edflier 1064 (data g@éﬂ It fepasied dala for éeiegiﬂegff i) %Eg&s%g ffaﬁegi
fiom (aps Ay C Clghllanksisihiga imarily | i i ’
eV fiem (g maga}g%;re it e Eﬂfﬂ%ﬁhﬁ iRve\ved R exinding 1gans R maRAactured
GORISERE Bf HRYORACHUMBEN ASHORge ebramEs | NOmes.
bddidedhid Xméme box “The HUD List of Special- For 35 lenders that supplied 2004 data (including the
istd Ha detanitdnaiedwiberk thatnmianu facdued PO0S 11 on the 2003 HUD list), lending for manufactured
Handiimg Tistanelatively concentrated business. The homes constituted at least 80 percent of their reported
terrdendatsmbeatoextenting cshdehdkgssthausxpended lending activity, and so they may reasonably warrant
manufaectured home loans 'GM@@WM faraner consideration as specialists in manufacture-home  lend-
Bk cof léﬂnEyCﬂliOMﬁiﬂbﬂs X@@&n@ﬁﬂv&ﬁ@ Sapy vesty ing. Amomng the rest of the approximately 4,400 reporting
skedll leneess ’@ﬁ%@m%mﬂﬁﬁg%tﬁﬂwe%c(ﬁ@lﬁlgn% lenders that had extended at least one manufacture-home
; ; i ’ loan in 2004, about 500 indicated that the propor-
BewnO tRiesin Ltﬁﬁ\’,v‘ﬁﬁ()ﬁg @ﬁécmkﬁfyﬂfﬁ/éeﬁfﬂﬁﬁ tion of their originations related to manufactured homes
that extansies umanHRUIRIPSf Ry i &R
d Q n o S % Jlo ﬁ'ﬂ% gé}@ ﬂte dj was at least 20 percent but less than 80 percent, and the
ngéﬁé@g ?ﬁgﬁ& %ﬁﬁgﬁp%ﬁ ?ﬂi@% C @RWPaég remaining 3,900 indicated that the propoition was less
S “OH® Oyatbas CRAAPRAR. than 20 percent.
canaldeyedio iy eré@ﬁc'ﬁlh%%’fé@tﬁ}%@lfﬁﬁweijeﬂgiﬁg
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loan in 2004

iandinadaatoysapdsegiios: s StUkhlrithel IeRaIAG

Istsyipy Manufactured Home Lending and the 200
HMPAJRA 3 Minine loans to purchase manufactured 24 percent had lower incomes (table6j(footfintedder-

hoﬁ%’a‘ﬂu&t}g&ﬂf be. 13Fg éP‘i‘H@Eﬁnﬁ‘,%ﬁé‘f@ %quhe incomeitatégohoofaryuichaser iovalatinedmihe tinedido

f : I comaoifithispreaiidAcebstatowids, tan-MibAbowvHiB e
O g ing o anact oot i inostas caogomotn

small portion of their lending activity, accoetius tract istibesmetliantfarmilyoincamei ofthatracy relatine to/thataf
the 2004 data. In fact, among the twenty-fivdéhfianga (MSKvar SKatepéidenonMSAYhasvhichithdtrashik locatess
that extended the largest number of manufactltaw" is lesscthaniAOrnessernt0f ermedigromnatesaty” is 50 per-
home loans, only three could be characterizegntgo 79 percent (in this article, "lower income" encompasses the
focused primarily on that business segmehow Bod moderate categories); "middle” is 80 percent to 119 percent;

virtually all the rest, manufactured home lending
amounted to 5 percent or less of their total lending
activity.

Of those obtaining loans to purchase manufactured
homes, 41 percent were of lower income, whereas of
those borrowing to purchase site-built homes, about

and"higher"is120percentormoreendfootnote)Onaver-
age, minority borrowers have lower incomes than do
non-Hispanic white borrowers, but only about 18 per-
cent of manufactured home purchasers were mem-
bers of a racial or ethnic minority group, whereas
about 30 percent of purchasers of site-built homes
were minorities (data derived from table 6)(footnote

35 For loans with two or more applicants, HMDA covered lenders
report data on only two. Income for two applicants is reported jointly

Although, as of 2004, applicants may choose more than one race as
well as one of two ethnicities, applications are placed for the purposes
of table 6 and tables 9 through 13 under only one category for race
and ethnicity, generally according to the race and ethnicity of the

1) TN e e SR e e
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5. Distribution of loans on manufactured homes, by type of loan and type of home lender, 2004

Heading row column I Type of lender

column 2 Home purchase:[irst lien Percent of loan
type(footnote 1 Distributiop sums verticdlly end footnote)
column 3 Home purchase: [Eirst-lienPercent of lender
type(footnote 2 Distribution sums|horizoptally end footnote)
column 4 Home purchase:Junior ljen Pergent of
loan type(footnote 1)

column-5Home putu yase-Juniortten-Percent-of tender ypc(fu thote Z)
column 6 Refinance:First ljen Percent of loan type(footnote 1)

column 7 Refinance:First ljen Percent of iender type(footnote 2)
column 8 Refinance:Junior lien Percent of loan type(footnote 1)
column 9 Refinance:Juniol lien Percent of lender type(footnote 2)
column 10 Home improvement:First lien Percent of loan type(footnote 1)
column 11 Home improvement:First lien Percent of lender type(footnote 2)
column 12 Home improvement:Junior lien Percent of loan type(footnote 1)
column 13 Home improvement:Junior lien Percent of lender type(footnote 2)
column 14 Home improvement:Unsecured Percent of loan type(footnote 1)
column 15 Home improvemment:Unsecured Percent of lender

type(footnote 2)end heading row

Type %@Eﬁ%{é’%ﬁ%\{ Db R e W WiehAh & ication was
ae-

GOV oraennitio; LI} UL see lext note
Homeé;%[@{?g ITPEPRERE SF TEAITESe: 28T sec text note &

Home purchase: First lien Percent of lender type:5.2
Home purchase:Junior lien Percent of loan type:18.8
Home purchase:Junior lien Percent of loan type:Less than 0.05 percent

Eg?ln%“m%mF typel.2 varied greatly acrossldadde@foothtked@ve lenders
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First the volume of such activity |nd|cat|on that these institutions chose not to report
e Ly AR AR5 20 DAra
Refinance:Junior lien Percent of lender type:Less than 0.05 percent.

Home improvement:First lien Percent of loan type:Less than 0.05 pescegéntral element of the 1989 revisions to HMDA

Home improvement:First lien Percent of lender type:Less than 0.05 e . . .
Home improvement:Junior lien Percent of loan type:20.0 Bi&§CHte collection of loan-level data on the disposi-

Home improvement:Junior lien Percent of lender type:Less than 0.08ipercehthome-loan applications, and the 2002 revi-
Home improvement:Unsecured Percent of loan type:3.6 sions to Regulation C expanded this concept to

Home improvement:Unsecured Percent of lender type:Less than 0.0
Type of londer:Mortgage company Independent PRALEE! 1oan-level information on pricing. This

Home purchase:First lien Percent of loan type:45.6

Home purchase: First lien Percent of lender type:11.2

Home purchase:Junior lien Percent of loan type:59.4

Home purchase:Junior lien Percent of loan type:Less than 0.05 percent.
First lien Percent of loan type:55.3

Refinance:First lien Percent of lender type3.9

Refinance:Junior lien Percent of loan type:50.0

Refinance:Junior lien Percent of lender type:Less than 0.05 percent
Home improvement:First lien Percent of loan type:18.2

Home improvement:First lien Percent of lender type:0.1
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column 4 Home purchase:
column 5 Home purchase:
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lien Percent |of loan type
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Home improvement:Unsecured Percent P of loan type:4.0

Home improvement:Unsecured Percent Percent of Iender type:2.5 fauf-famil

Memo Number of loans:7,632
Mortgage company Indegpendent Home purchase:First lien
Percent of loan tz pe:35

Home purchase:First lien Percent P of lender type:48.2
Home purchase:Junior lien Percent of loan type:51.2
Home purchase:Junior lien Percent of lender type:1.6
Refinance:First lien Percent of loan type:33.4
Refinance:First lien Percent of lender type:30.5
Refinance:unior lien Percent of loan type:36.6
Reflnance Junlor Ilen Percent of Iendert pe: 1 3

o A

Denial Rates across Products

The incidence of denials differs substantially across
loan products. Lenders deny only about 15 percent
of the applications for home-purchase loans on one-
to four-family site-built homes, whether the loans
are secured as a first lien or a junior lien and whether
they are conventional or government backed
(table 7). In contrast, about 30 percent to 36 percent
of refinancings and home-improvement loan appli-
cations invelving first liens are denied, as are about
50 pereent of the applieations for manufactured
hemes. The main exeeption i6 this patiern is appliea-

%6 "BRovieddhat thinracer gevernment-backed first-lien loans for tefi-

fnaneings, whieh have a denial rate similar te that ef
heme-purehase 16ans:

Cly¢ategONDF particular importance are the disposition pat-

terns for applications for manufactured homes. As
noted, past HMDA data did not distinguish appli-
cations for manufactured homes from those for
site-built properties. Analysis of the HUD list of
manufactured-home loan specialists suggested that
such lenders had very high denial rates, and that for
lendets offering both manufactured-home loans
and other home loans a distorted picture of theif
propensity to deny credit could easily be drawn. The
2004 data cenfirm the imperiance of distinguishing
applications for manufactured hemes frem these
for site-built properties. For example, adding the
applications for eenventional heme-purehase first
liens for mantufaetured hemes 8 ihese fer ene- o
site-Built hemes weuld inersase the
Aumber of iatal lender aetiens on applicatiens snly
7 percent But the AMBBF Sf denials mare than 25 per-
eent: The denial rate for e calegory ~conventional

BRER 0| B&1



362 Federal Reserve Bulletin B Summer

6. Distribution of home-purchase loans for one- to four-family owner-occupied homes, by characteristic of borrower
and of census tract and by type of home, 2004

Heading row column 1 Characteristic and stat
column 2 Site built:Percent of characteristic(fg
Distribution sums vertlcally end footnote)
colum

Distribution sums horlzontally end footnote)
column 4 Manufactured:Percent of characteris
column 5 Manufactured:Percent.of status.(foo

US

potrote1—
2

tic (footnote 1)
tnote 2;

column 6 Total:Percent of- characterrstrc( ootnote 1

cojumn 7 Total:Percent of stg
column 8 Memo Nurmberen

race, and ethn|C|ty, see text note 35 end footn

Income ratio (pércent of area median)Less tha

Site Bm t:Percent 0¥ characterrstrc 4,
Slte t:Perc ento

Manutactured: ercent 0 characterlstlc 12.2
Manutactured:Percent of status;6.3
Total:Percent o¥ characterrstrc-4-9 ----------------
Total:Percent of status:100-Meme Number:20

Borrower:Income ratio (percent of area media|

S sz
15}

cnc_n m =

ZZ

_:
QD
(@]
—+
c
=
@D

Site puilt:Percent o¥ characteristic:18.!
S te uilt; Percent qf status:95.8 Manufactured:
Rt orsatisaz
TotaiJ Percent
mgﬁgtﬁmﬁgelrg?%g%% Percent of status: 100
Borrower:Income-ratio- {(percent of-area media|
gite puilt:percent of characieristic:29.4: -
anu actureg Percent of characteristic:30:1
anytactured:Percent of stafus;2.8
r: ercent o¥ characteristic:29.5
otal*Percent of status:100 Memo Number:1,
orrower:Income ratio (percent of-area mediaf
te Bull'{ Bgrcgﬂﬁ'{ﬁ 8¥1Chaﬁrﬁa(:'t'e'r|3tr(:ﬁ 46.9
anu acture Pgrggm 8f gharacier}lstlc 28,7
Tota Percent o¥ characterrstrc 46.4
Total:Percent of status:100 Mémo Number:1,
Borrower:Income ratio -(percent of area media)
Total(footnote 4Excludes loans for the inform
for the charactéristic was missing on the :ap:p_lr
Site Bm t:Percent. 0¥ characteristic:100.
Slte t:Per ent of status:97.3.. . oo
anufacture Percent of characterlstlc 100
Manutactured:Percent o
Tota'J Percent o¥ characterrstrc 100- -
Total:Percent of status;100-------------------------

Memo Number:4, 165 936

teg0

5771
n) 50-79

Percent
n) 80-119

227,091
n) 120 or more

933,772

3
A

ation
cation end footnote)

Borrower RaceAmerlcan ‘Indian:or Ataska Na

tive

e RN

e

—

SIES Ullkﬁ_ A gt% STOpR YoateXthose for wi

anu PErden g g‘?
ha?aeﬂemtmy()rﬂlect the revrsed
Giadtis! Wawt

Tota Hewersrtt

charac

Bhack or African. American
.ercent of characteristic:7.1

anu &ﬁiﬁéﬁ%ﬁ{rgﬁ?ﬁ@lc%&ld

S 00~
IS
=

3]
>

uteg

acture
:Percent o¥
:Percent o

characterrstrc 0 5

—0 OO0 a,
VDS
e

(=X

1lt:Percent of status

actured:Percent 0 characterlstlc 84.4
n ‘Percent of status:3.1
al:Percent o¥ characteristic: /5.2
otal:Percent o

Borrower:RaceTwo or more minority races

anu

LSO SIS PON SISO < SIS O
oo @

QO

——
o
e
QD
(@]
=1
[
=
D

status:100 Mémo Number:23, o
érow r:-RaceWhite Site built:Percent of characteristic:74.9

hich the application was

iigR] gﬁeeg_mz categories for borrower and
s gact is for the property securing the Joan.

standards established in
ms@r detalls see text

Borro rﬁa@eﬁm@gm&i@%ﬂ rfmng ticitlal) ancerace

Site b\lﬁ ‘I;r{eéﬁf:ﬁem@ -0 Qa A Mnmurftam éﬁﬂﬁcmﬁt@ftheyaflﬁg
the O

8 mgw lerﬁemom%jﬁtﬁseénﬁ%

B @?rof HMDA Data and Pre-2004 Requiremments of

increase from

3%@&%}3@ ém%ﬁgﬁ%t,\mgep% ¥efb from table).

btHePPaBIPRATS
8‘703 g]éﬁ&é}s';' it could create a major
rcent of characteristic:0.3
ercent of status;1.7

gerin the

246

status:100 Mémo Number:3,280,354

M0 te)

Denials of Requests for Pre-Approval

Denial rates for applications that begin with requests
for pre-approval can be computed in different ways,
especially since lenders need not report approved
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requests for pre-approval not acted on by the borrow-
ers. One way to assess the disposition of applications
received through the pre-approval process is to com-
pute denial rates for requests for pre-approval sepa-
rately from the denial rates for subsequent applica-
tions related to a specific property. Another way of
fAssessing denial rates is to combine the two stages
(pre-approval requests and subseguent applications
for a specific propefty) and to treat a denial at either
stage as a denial.

The denial rates for pre-approval requests (col-
umn 3 of table 8) are similar to the denial rates for
all applications for home loans on specific prop-
erties (column 4 of table 7). Not surprisingly, the
denial rates on applications for a specific property
that began as reguests for pre-approval (derived
from columns 5 and 6 of table 8) are lower than
the denial rates on pre-approval requests and en
applieations for a speeific property that did net
gome through the pre-approval proeess. But altheugh
they are relatively lew, the denial rates fer pre:
approved berrowers are net zefe: Mere {han
8 percent of pre-approved applieants fof &on-
ventienal first-lieA Reme-purehase 18ans are fwrned
dewn when they apply fer & 1ean en & speeifie
Property:

If we view requests for pre-approval and appli-
cations for loans to purchase a specific property as
elements of a single process, the data suggest that
the overall denial rates for applicants for home loans
on specific properties who came through the pre-
approval process are about the same as for applicants
who did not first request a pre-approval. Seventeen
pereent of the applicants for conventional first-ien
heme-purchase loans whe came through the pre-
approval proeess were denied versus 15 percent of
these whe did net first request a pre-approval (data
derived frem tables 7 and 8).

However, origination rates for the two groups were
very different. Only 49 percent of the applicants for
conventional first-liem home-purchase loans who
began the process with a request for a pre-approval
ended up with a loan, compared with 67 percent
of other applicants. This difference appeats to stem
not from lender actions but from markedly different
rates of withdrawal from the proeess by applicants.
Thirty-four pereent of applications fer conventional
first-lien home-purchase loans that started at the pre-
approval stage are withdrawn By the applieant at
seme point (er net aeted en By the lender). The
withdrawal raie fer ether applieations i mueh Iewer
(19 pereent).

Reported Reasons for Denial

The HMDA data include information from lenders on
why they turned down an application. Lenders gener-
ally provide the information voluntarily; however,
two federal bank supervisory agencies, the Office of
Thrift Supetvision and the Office of the Comptroller
of the Currency, require the institutions they super-
vise to report thisinfasmatiri{footnote38
Rensansifessienial areovps@revided &y reaussts felisons
PR ARRIoNsisdhatiaie)dgniediangipRtngieh was turned
dolpatioienaiasna! levnverbile /IR EIeAifgasens
promiad!ir abAINe) fhatcén apRhS AT WAL rBgH
AOMNprOHEEH |ar@@09faﬁw@7§?>°&%éﬁpbﬂjﬁw lewang
Rep Vg fonRhRIE 8bass citpinthe JrnialsiACEasR3ll
1250y PoP NGt R TR RBRH W asPRREE iRk tﬂ%cji?é}i%l
(A AADEBNTERF 98NS AIpRCARbABOWR i RIlR
RRAEOd1R SR tilstoRY YOSHREAT R (e YRR
stedhmasoRofRr Aandngyanplinaians:- firpdiilated
HisHaSaWeneited) 1RoaP RS REECeRhifT ﬁB‘an?”ﬁﬂ&
i a%%‘lﬂ%'%%céﬁ[ Someatnnal Sirshlieralnans rkp
BYERN AN OG- plfcIRNE TAMAYERHEE Bl dy
f@a Bﬁ'&to??eﬂeéﬁéﬁtt‘&‘} e deyals 9t ﬁRPAI%HOéB?cE%r
88?%&%88 R uBPARL Ge fa b0 ?8 O
e%ﬁ?og UG b%r&{e%éo {ﬁ MOIYad %Sn
ﬁlp 1588 Itlg e ]gl"&g‘l afi '8§te %t M‘f)& gta
Ve,l', e Ol’f e |tn rmation on
app |cat|ons a catcﬁ -a cate ory |¥1 (Eh 1MDA data
labeled "other" was also frequently cited.
Loan Pricing

Because of the transition rules, some unknown pro-
portion of higher-priced loans was reported in the
same way as loans that did not meet the threshold
requirements(fodne i 3BiAnalysidafiife taghiafpribed
hounplinated-becausgilaarsinat2004 but had application
dubjecpitecthgifrgderal Resemve'siRagalation Zofthas ifata
husiness take special account of these applications
{oBBscarRIRROLed Wisthe same code as loans with
spreads below

the threshold. Some, perhaps most, of these loans are

}E%?&fﬁltfofé)r Loan-Price Variation

however, because, as explained in text note 37, an
Iﬂﬂ gg}i@a g@ on loans in the higher- prlced seg-

THERfifdhes BemerloR aRasker Bthatrianivdgomuch
E— rather than from a
personendfootnote) Theinability to identify higher-priced
loans that were originated in 2004 but had application
dates preceding that year means that users of the data
need to take special account of these applications

when conducting analyses.
Reasons for Loan-Price Variation

The HMDA data on loans in the higher-priced seg-
ment of the home-loan market do not include much
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7. Disposition of applications for home loans, and origination and pricing of loans, by type of home and type of loan, 2004

Heading row column 1 Type of homejand loan

column 2 Application:Number submiJIeu
column 3 Application:Acted upon by Jender Number

column 4 Application:Acted upon by Jender Number denied
column 5 Application:Acted upon by lender Percent denied
column 6 Loans originated:Number
column 7 Loans originated: Loans with annual

percentage rate(APR) spread above the threshol
(footnote 1 APR spread is the differerice

o

between the APR on the loan and the yield on a
comparable=maturity Treastry-sectrity
The threshold for first-lien loans is a
spread of 3 percentage points; for junior-lien
loans, it is a spread of 5 percentage
points end footnote):Number
column 8 Loans originated: Loans with annual
percentage rate(APR) spread-above-the
threshold(footnote 1) Percent
column 9 Loans originated: Loans with
annual percentage rate(APR) spread-apove
the threshold Percent description, by
percentage points of APR spread 3-3.99
column 10 Loans originated: Loans wjith annual
Bercenta e rate(APR()J-spread- above-the threshold

ercent description, by percentage points of APR spread 4-4.99
end heading row
Type of home and loan:ONE- TO-FOUR-FAMILY :Nonbusiness
related(footnote 4 Business-reiated applications and
loans are those for which the lender rgported that the race,
ethnicity, and sex of the applicant or gqo-applicant
are "not applicable"; all-other applicatjons and

loans are nonbusiness related end footnote) Owner
occupied:Site built Home purchase Conventional

First lien Application:Number submitted:5,559,099
Application:Acted upon by lender Number:4,938,892
Application:Acted upon by lender Number denied: 737,756
Application:Acted upon by lender Percent denied:14.9
Loans originated:Number:3,745,490
Loans originated: Loans with annual percentage rate(APR)
spread above the threshold:432,364

Loans originated:. L.oans with annual percentage rate(APR)

spread above the threshold Percent:11.5 Loans originated:

Loans with annual percentage rate(ARR) spread above

the threshold Percent descrié)tion, by percentage

Eomts of APR spread 3-3.99:58.0 "~
oans originated: Loans with annual percentage

rate(APR) spread above the threshold|Percent

description, by percenta%e'\r)oints of APR spread:27.5

Type of home and loan:ONE- TO FOUR-FAMILY :Nonbusiness

related(footnote 4 ) Owner occupied:$ite built Home

purchase Conventional Junior lien. Application:Number

submitted:1,072,726 Agplication:Acted upon by

lender Number:964,66 Afglication:/\cted upon by

lender Number denied: 164,750 Appli¢ation:Acted

upon by lender Percent denied:17.1

Loans originated:Number:701,078 Logns originated:

Loans with annual percentage rate(ARR) spread above

the thresho]d:270.688 """~

Loans orignaatesclu@ans it Aaod )l REXGROIAGE submitted before 2004)
rate(APRyjdspseacakove thesthresheldwWirnicenta3BiGtion was submitted
Loans otigrated-L oans with annual percentage rate(APR)
spread above the threshold Percent description,
by percentage points of APR spread 3-3.99:Not applicable
Loans originated: Loans with annual percentage rate(APR)
spread above the threshold Percent description,
_bry percentage points of APR s[i)_read:Not applicable )

ype of home and loan:ONE- TO FOUR-FAMILY:Nonbusiness
related(footnote 4 YOwner occupied:Government backed
First lien Application:Number submitted:652,281
Application:Acted upon by lender Number:583,299
Application:Acted upon by lender Number denied:79,253
Application:Acted upon by lender Percent denied:13.6
Loans originated:Number:479,498 Loans originated:
Loans with annual percentage rate(APR) spread above
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7. —Conttimued

Heading row column 1 Loans originated:Loans with annual
percentage rate(APR) spread above the threshoid Percent
distribution,by percentage points of APR spread 5-6.99

column2lLoans-originated:l canswith-annual nercentace
HHh tat-percentage

M= =0ao ot cto U E=oarty

rate(APR) spread above the threshold Percent distribution,
by percentage points of APR spread 7-8.99
column-3-Loans-originated:Loanswith-annual percentage

rate(APR) spread above the threshold Percent distribution,
by percentage points of APR spread 9 or mare
column 4 Loans originated:Loans with annual percentage

v oot

rate(APR)-spreat-above the-threshold APR-spread
(percentage points)Mean
column 5 Loans originated:Loans with annual
percentage rate(APR) spread above the threshold
APR spread(percentage points)Median
column 6 Loans originated:Loans with annual percentage
rate(APR) spread above the threshold
APR spread(percentage points) Number of HOEPA- covered loans
column 7 Memo Transition-period applications(those
submitted before 2004 )Number submitted
column 8 Memo Transition-period applications
(those submitted before 2004 ) Number denied
column 9 Memo Transition-period applications
(those submitted before 2004 )Percent denied
column 10 Memo Transition-period applications
(those submitted before 2004 lgLoans originated Number
column 11 Memo Transition-period applications
those submitted before 2004 lgLoans originated
ercent with APR spread above threshold
column 12 Loans originated:Loans with annual
Rlercentage rate APR%J spread above the threshold
umber of HOEPA-covered loans 2end heading row
Loans originated:Loans with annual percentage rate(APR)
spread above the threshold Percent distribution,
by percentage points of APR spread 5-6.99:13.2
Loans originated:Loans with annual percentage rate(APR)
spread above the threshold Percent distribution,
by percentage points of APR spread 7-8.99:1.2
Loans originated:Loans with annual percentage rate(APR)
spread above the threshold Percent distribution,
by percentage points of APR spread 9 or mor:e 0.2
Loans originated:Loans with annual percentage rate(APR
spread above the threshold APR spread(percentage points)Mean:4.1
Loans originated:Loans with annual percentage rate(APR
spread above the threshold APR spread(percentage points)Median:3.8
Loans originated:Loans with annual percentage rate(APR
spread above the threshold APR spread(percentage points
Number of HOEPA- covered loans:Not applicable
Memo Transition-%eriod applications(those submitted
before 2004 )Number submitted:490,846
Memo Transition-period applications(those submitted
before 2004 ) Number denied:41,115
Memao Transition-period applications(those submitted
before 2004 )Percent denied:9.9 Memo Transition-period
applications(those submitted before 2004 )Loans
originated Number:303,881 Memo Transition-period
applications(those submitted before 2004 )Loans
originated Percent with APR spread above threshold:5.1

Loans originated:Loans with annual percentage rate(APR)
spread above the threshold Number of HOEPA-covered loans:Not applicable
Loans originated:Loans with annual percentage rate(APR)
spread above the threshold Percent distribution,by
ercentage points of APR spread 5-6.99:76.2
oans originated:Loans with annual percentage rate(APR)
spread above the threshold Percent distribution,
by percentage points of APR spread 7-8.99:21.7
Loans originated:Loans with annual percentage rate(APR)
spread above the threshold Percent distribution,
by percentage points of APR spread 9 or mor:2.1
Loans originated:Loans with annual percentage rate(APR
spread above the threshold APR spread(percentage points)Mean:6.4
Loans originated:Loans with annual percentage rate(APR
spread above the threshold APR spread(percentage points)Median:6.2
Loans originated:Loans with annual percentage rate(APR
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8. Home-purchase lending that began with a request for pre approval: Disposition and pricing, by type of home, 2004

Heading row column 1 Type of home

column 2 Requests for pre approval-Number-submitted
column 3 Requests for pre approval Number genied
column 4 Requests for pre approval Percent denied
footnote 2 Number denied divided|by number

not shown) acted upon end footnote)

column 5 APR}ications precede by nequest for
pre approval Number submitted

column 6 Applications precede by request for
pre approval:Acted upon by lender Number

column 7" Applications precede by fequest for pre
apFrovaI:Acted upon by lender Number denied

column 8 Loan originations whose applications

were precede by request for pre apgroval Number

column 9 Loan originations whose applications were

precede by request for pre approval loan with annual
percentage rate(APR) spread above|the threshold

(footnote 3 See table 7, note 1 end footnote)Number

column 10 Loan originations whose applications were precede

by request for pre approval-loan with annual percentage rate(APR)

spread above the threshold Percent pnd heading row

ype of home:ONE- TO FOUR-FAMILY:Nonbusiness related Owner

occupied Site-built-First-tien Requests for pre approval
Number submitted:684,306 Requests for pre approval

Number denied: 153,773 Requests fpr pre approval Percent denied:22.5

Applications.precede. by request for pre approval Number submitted:448,771

Applications precede by request for pre approval:Acted upon by

lender Number:396,998 Applications precede by request
for pre approval:Acted uporn by lenider Number denied:34,665
Loan originations whose applications were precede by
request for pre approval Number:332,804
Loan originations whose aI)P_I_i_catio S were precede
by request for pre approval-loan with annua
Eercentage rate(AP ?spread above|the threshold:27,340
oan qriginations whose applications were precede

by requestrEoEarRiepprGviah-beal WitlRsanBlak-approval (those submit-

ercentagefaatz(OAP eads abovedhefthbesh old Rarcentiod iss-
EI)'ype M%W%WEW%F@@ oy P rodisrasaireitdel Owner

occupi®Site built Junior lien Requests for pre approval
Number submitted:88,793 Requests for pre approval
Number denied: 15,423 Requests for pre approval
Percent denied:17.4 Applications precede b

requessfeh@ iR BRRIAY; Mﬁlbﬁn}gi'hfﬁmdixf/ikﬁﬁ'éﬁons in the
ﬁ&%g@ﬁ A {;@Gﬁ%@ﬁ Mﬁ% glngfctors reflected
Applidati iR JiescREt b the funds to be lent,
approakdictagiysre ridknbeedarididpeiies, loan-

Loan W i ds Y inclina-
R e

pergeptagegatata Ri)isiond ahaie els
thresh %}%H&l @r gt i&’é‘ﬁﬁaﬂp"‘i‘? 1088 lender
were prece reques garié)r r,%%moan ith annual. .
erce%m% BROE (RGO faPLicaR: Deice
ype Ofdmeated®NE- TO FOUR-FAMILY :Nonbusiness related
Government backed First lien Requests for pre approval

Number submitted:100,118 Requests for pre approval
Numbksstiesidtia26;882yREqpestdiiog freappsolature

Perce ieth e&%lqayg{gs precede by
requeg'% op}ﬂg)ergl 6EJ%OV& umber submitted: 71,632

Applicati C esf, for pre .
apore i%&i@%§§#E§f§§§eﬂé§r#%%_rm?fomp¢h?nﬂvi
pplieidds rauekebtheequsieriapding of loan pricing, i
aL%r;rnowbﬂldteﬁngm_ buéﬂndﬁfsﬂut’rs}bereﬁwe 6248llect and
by req?%%{%% Wﬁ&%&%ﬁﬁﬁm reporting
Loan o8Ryieti BOSH®EASY concerns for consum-
were acagel hyvedlieshtawise appipubli®anformation about
with annual percentage rate(APR) spread above the
threshold:662 Loan originations whose applications
were precede by request for pre approval loan
with annual percentage rate(APR;)spread above

the threfsnol Percent:1.2 .
Type of home:ONE- TO FOUR-FAMILY :Nonbusiness

lenders’ business strategies. Adding new data ele-
ments to mandated disclosures would require institu-
tions to train staff, modify data collection and report-
ing software, and expand controls to ensure the
reporting of correct data.

Further, the fact that lenders differ in the factors
they consider in setting loan prices makes it difficult
to select additional data elements that would allow
a complete understanding of the determinants of a
particular lender’s pricing method. Also, some loan-
pricing items that might be added to the HMDA data
raise technical issues about what, precisely, to report.
For example, if lenders were required to report credit
scores, getting consistent data across lenders would
be difficyli because institutions rely en different types
of eredit seores if Hnderwriting—"for example, some
lenders rely en generic FICO eredit histery sesres
(see text neie 31), whereas Bihers use proprisiary
eredit seeres develeped from infermatien en fhelr
8WH experienes with lending.

a7
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8.—Continued

Heading row column 1 Loan originations were preceded
by requests for pre approval Loans with annual
percentage rate(APR) spread above the threshoid:Percent
distribution,by percentage of APR spread 3-3.99

column 2 Loan originations were preceded by requests

for pre agproval Loans with annual percentage rate(ARR)

sprea i threshotd:Percentdistributipm, by
percent ge of APR spreafl 4-4.99

receded by requests
for pre approval Loans w percentage rate(AH

R)
distribution,by

column 3 Loan originatigns were p
sprea ie threshold:Percent|

ith annual
percentage of APR spread 5-6.99
column 4 Loan originations were preceded by
requests for pre approval Loans with annual
percentage rate(APR) spread above the threshold:Percent
distribution,by percentage of APR spread 7-8.99
column 5 Loan originations were preceded by
requests for pre approval Loans with annual
percentage rate(APR) spread above the threshold:Percent
distribution,by percentage of APR spread 9 or more
column 6 Loan originations were preceded by requests
for pre approval Loans with annual percentage rate(APR)
spread above the threshold:APR spreadépercentage points) Mean
column 7 Loan originations were preceded by requests for
pre approval Loans with annual percentage rate(APR)
spread above the threshold:APR sgread(percentage cjaomts) Median
column 8 Memo Applications with transition period request
for pre gproval(request submitted 2004) Number
column 9 Memo Applications with transition 8er|od
request for R/re approval(request submitted 2004)Number denied
column 10 Memo Applications with transition period
request for R/re approval(request submitted 2004) Percent denied 2
column 11 Memo Appllcatlons with transition period
request for pre a|
submltted 2004)

P_proval request
CO umll J.L IVI\:I o I_\'J'JIIU(AI.IUI 1o V\lII.II Lrar‘ldltlull

oans orlglnated Nkumber
period request for pre aBprovaI(re uest submitted
2004)Loans or dglnated ercent with APR spread
above threshold end heading row
Loan orlglnatlons were preceded by requests for

pre ap
e e
oreemta percent 0
oan @@@omqn eArRsiHHDA data are

pre a yiad-avas Vig hmnndlwﬂuahta@dete Aptitled only
spre
parce mﬂﬁ %Uéé’fﬁéﬁﬁ*ﬁ gl loon
were B ViP8 ug <be ‘Mitched
with zwmhral ] wue( meeadmmnatmﬁ such as
ggfree% oS tfjrg ideﬁtities
by reg gﬁé @ﬁy data
perceni@ ng%% memhsmrdm(:pm@mg;
Elst“lm HEBOR IR FprIRd 16 @f@’% feview
pfea;‘% Aapecini: j-_'; 13, Gifurh:
sprea @ tResdio i ﬂgg Gf pries
gﬁgﬁﬂﬁﬁefﬁﬁm agtaﬁi_ietfiflﬁ
"".:'. B SAISisiered nigaly
?Bferé) ';'- SN EBREEFAS.
points) ged] lfl@h@@&sNQfﬁ disclose additional
PIers ,%éi ifies may result
the thi8s Rpyblic information
{\/Iedlalbétﬂ Menﬂe pllxuﬂlnes lsbrate ies. HMDA now
ransi
o u |tt mnﬁpout lending
Q\p% iBatieRaswit ae;g emp upafterns—that other-

for pre approval(request submltted 2004)Number
denied:731 Memo Applications with transition
period request for pre approval(request submitted
2004) Percent denied:4.3 Memo Applications with

wise would not be public. In general, such disclosure
is pro-competitive because it helps possible entrants
to the market identify business opportunities and
lowers the information advantage of market incum-
bents. An argument could be made that disclosing
detailed information about lenders’ business strate-
gies through HMDA might discourage lenders from
testing new produets or entering new arkets by
creating a risk that, because of such disclosure, a
lender weuld lese its competitive advantage befere
it had recouped the fixed eosts of entfy. The likeli-
heed of sueh diseouragerment would depend eritisally
8 whether petential competiters could disesrn the
essential elemenis of a lender's Business §H§E§_gz
(a diseernment that weuld depend. in ?ﬂft 8n whie
data {iems had te be diselesed) and, further, distn-
EH1§B steeesstul bysiness strategies frem HASHEEESS-
I ones (& distinction fhat eould not Be mads o the
Basis of HMBA daia algne). Vltimaily, any decision
18 2dd dafa liems I8 the Feporing reauirements of
HMBA should Be Based 8 4 carefil Wslgﬂiﬁg 8f the
£65K 2nd BeneHts 8F steh additonal repsHing:

transition period reguest for pre approval
Q
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Reasons for Loan Price Variation

As in credit underwriting, loan pricing reflects a wide
variety of factors.

Cost offfimdds. The cost of funds is the largest elementt in the
overall cost of extending prime-market home loans and a
significant factor for loans in the higher-priced segment of
the market. Funding costs vary with the expected duration
of the debt and the creditworthiness of the borrowes. Also,
many creditors originate loans for subsequent sale in
the secondary rarket; consequentlly, the prices offered by
secondary-rarket participants for home loans bear heavily
en the prieing deeisiens for sueh leans.

Creditr risk. Credit risk is the probability that a loan will go
into default. Loans that involve greater credit risk carry
higher prices. On average, loans in the prime market entail
substantially lower credit risk than do those in thesubprime

creditworthiness of borrowers is related to their income and
employment prospects; available assets if ffimanciall prob-
lems arise; claims on their income from servicing other
debts; and credit history, which, in part, reflects their will-
ingness and ability to repay credit. As noted, in underwrit-
ing loans, credit history is often summarized and measured
by a eredit history score. Equity in a home is measuied at
the time of loan origination by a lean-te-value ratie (LTV).

The importance of credit history in loan pricing is illus-
trated by the fact that interest rates are higher for loans with
lower credit history scores (chart B). For the most part,
borrowers in the prime segment of the market have credit
history scores that indicate they pose relatively little credit
tisk. Borfoweis in the higher-priced segment of the market
typieally have weaker eredit histery profiles for one or
mere of several reasens: previous failires to make lean
payments as seheduled, eollection ageney aetions. bafik:

roaiiias(foolnasedsSeedunyGrelvafutisrnd Rebert anky der2068), "Onpdey 6F adverse cout judaments, of litle of ne previeus

&agoamdelinquency, even for loans, an indication

ulipitme dending, poraddieciae Wetking Hansnd¢-01hashingsant

experienee with eredit.

frieddia Magadamuary), www.freddiemac.com/corporate/reports. end footrigyhyigkastr risk. Prepayment risk measures the possibility

Credit risk is J¥@hcadnlaANshéneieaEewwithinbss rate teé
BeRiRNvele iRIeenaly BYRRCTAD WD RIImENRaNs: R disating
thas1{Rane tatt RRSR-EEIIBT oraaitEisk aernalei BTemEalseé

ipiAresiichamheAdbligation if default occurs. In general, the
Credit risk is a function of the creditworthiness of the

borrower, the equity in the home securing the loan, and the
likelihood that proceeds of a foreclosure sale of the home
will satisfy the obligation if default occurs. In general, the

Figure A. Percentage of selected sub prime
loans delinquent ninety days or more or in

Percent:

Interest rate on loan 8.0 or less:about 7%;
Interest rate on loan 8.01-8.50:about 12%;
Interest rate on loan 8.51-9.00:about 14%

Interest rate on loan 9.01-9.50:about 16%
Interest rate on loan 9.51-10.00:about 19%
Interest rate on loan 10.01-10.50:about 22.5%

Interest ratie on loan 10.51 or. more:abou_t] 3%
Note: The loans, which consist of 1.5 million

home loans from among twenty-five active sub prime
lenders, are first- and second-lien home-purchase

and home-refinancing loans originated in the

second quarter of 2001. Performance is as of

May 2005. Source: Loan Performance database
(www.loanperformance.com).

that a loan will be repaid before the end of the loan tenm.
Most early payoffs of home loans are attributable either to
the sale of the home or the refinancing of the loan, typically
when rates have fallen sufficiently from the rate on the
existing loan. Because a prepayment results in payment of
the prineipal ahead of schedule, the lender (or secondary-
rarket ifivestor) must reinvest the funds at the new market
fate, whieh may be lewer than the eld rate, partieularly in
the ease of a refinaneing:

Figure B. Interest rates offered on thirty-year
fixed-rate mort?ages, by credit history score

of borrower, July 2005.

Interest rate (?ercent):

Range of credit history Scores 620-639:about 7%
Range of credit history scores 640-659:about 6.5%
Range of credit history scores 660-679:about 6%
Range of credit history scores 680-699:about 5.89%
Range of credit history scores 700-759:about 5.59%
Range of credit history scores 760-850:about 5.49%
Note: Based on a nationwide tabulation of lenders;
loan amount is $150,000. )

Source: Fair Isaac Corporation (www.myfico.com,
accessed on July 18, 2005)
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Reasons for Loan Price Varitstilam—Continued

Although the possibility of prepayment is well under-
stood, estimating when it will happen is quite difficult. For
this reason, lenders compensate for the risk either by includ-
ing prepayment penalties in their loan contraets of by prie-
ing the risk in their caleulation of the interest rate on the
lean. The first of these optiens, the prepayment penalty, is
fafe in the prime segment of the market but is mere com-
men in the sub prime segment.

Borrowers in the higher-priced segment of the home-loan
market have higher prepayment rates than others because
many of them improve their credit profiles over time as they
make regular paymenmts, and this improvement in turn
allows them to qualify for a lower-rate loan. Our review of
depersonalized credit record information from one of the
three natienal eredit-repoiting ageneies indieates that, as of
June 30, 2003, almest ene-feurth of these with eutstanding
heme-lean debt and with eredit history sceres between 580
and 620 (a eredit seere range asseeiated with #ndividdals
with sub prime eredit guality) inereased their eredit sseres
40 peints oF mere ever the ensuing eighteen-menth peried.
A ehange in eredit seere of this magnitude weuld typisally
Be stfficient to meve their eredit risk profiles inte the
fgar-prime of prime segment of themakketfootnote2Thethree

The effAQNALELRAIIRRAMNG A0ENLISS AraRavifax
(e eguifex: GaRY, EXPETIRR (AW, EXPRTIARN. ool

priced segment of the home- loanaﬂrquteg%&dnfgp Qge
%%@%Mgﬁ?&ﬁ“@i&”ac Ak eng, 10QinRlg)

. a small
imPRSVEHERE o BYENDARMA dRLAYEBEAS AP stifre CERAY
@éﬁ%ﬁ%t&%ﬁ'&% 15 MBS AHCre MR ROR S EifelestNEaRIONRl

1P SEUMEN! RE IS maEsloan BYarkel e Jatitioss
{ﬂe DFRE DY Iﬁgﬁ'ﬁ‘\‘? Mied P HIABRIRTESSe W oveflal

[P TAYGERT. e N LRITOWELE, GIPdIb IR0 868 ‘i)r{&%éi

iransl%t{ahlnto a stubstantlal reductlon in interest rates and
oan 1f their crédit’ scores 1m

maX, SRSHASE PIEREATENL. ST espsapieayse
ment in %gar}%?tpena"y sy ey i perment e St

eri)ln tpe hl%%rp e%d se nrtafntto 1|i}he markgtlgilerlp\ll\{lrgqstq%ﬁgdlt
c%res |r‘7{pr0ve en or?cgoae oan re eatedl Vé) ! %fl%%l
Ihe BEkne e VALES IS b, B e, Belfowere
r|m 1%%<et Xre Iess to oBtam a lower-price

ees with each re nancing.

oangi%nt% 1I’gCI’edIt scores improve.

Ove}n}?thuf efactor that@a&lﬂesglt in eIevatedeIr)z%(taeséIclJ{ gr%ga}/y
menf1 hlgperfp{lced {)rtl ket ¢ ol the

Practlcle_lrei%rred ltaorro Ioan Ilé)[[)lmge ex %)ﬁen% 'é |nducn}ﬁL

rrower reflnance an r
s 1n.the past, or Q Ve 1te0r ocrerhrso
he r nancm ay not rrower's interest—a
0 ocument their employ-
ar n ees Wit eac
gen tor es or 1nco e require more ti }0
i t ex ensest repre nb a alrg
Wrr e onen 1%l%er cos o% u drl ingcmay be, ecz%tss:

P(%lan% SH% 19 orro %rrsr ém can ﬁeSlﬁ It 1n grrces t at é)

Kranidm e .%I%’r% fas “c?rewﬁ%gﬁé%t Pft e%%nr% certe(]iv{p @%““

or who are unable or unwilling to document their employ-
ment histories or income are likely to require more time to
underwrite. The higher cost of underwriting may be passed
on to such borrowers and can result in prices that place their
loans in the higher-priced segment of the market. Marketing

and other expenses incurred to identify market opportuni-
ties and solicit customers may also differ across segments of
the home-loan market.

Servioingg costss. Servicing costs are expenses incurred to
process and distribute loan payments, momitor accounts,
and deal with borrowers who fall behind in their payments.
Servicing costs can be patticularly high if the lean involves
a foreclosure—that is, a forced sale. Because the higher-
priced segment of the market has high rates of serious
delinguency;, servieing costs are higher than in the prime
market. And beeause highei-priced leans tend to be smaller
than prime leans, the eests ef servieing and the costs of
exira underwiiting efforts (Reted earlier) must be spread
aver a smaller dellar veldme of 1eans. Berrowing a réla-
tively small ameunt inereases the pessibility that elevated
60sts will lead te a higher-priced lean beeause any given
ameunt of fixed costs passed on 8 the herrewer iRcreases
the APR mefe on & smaller 18an han on & larger 19aA:
Henee. these eosts have & larger effect oA 18an priees in the
Righer-priced segment of the market than in the prime
segment.

In general, the cost and risk-related factors noted earlier
may be measured in an objective way and are demonstrably
related to the costs, and hence the prices established, for
credit. Two additional, and related, pricing factors are not
necessarily objective and, moreoves, are more likely than
others to raise fair lending concerns: discretionary pricing
by loan officers and price negotiations between creditor and
applicant.

Diseretionanyy priotigg. Many creditors provide their loan
officers and agents working on their behalf (for example,
mortgage brokers) with rate sheets that indicate the credi-
tors’ minimum prices by product (for example, for con-
ventional loans of various types or with various types of
government backing), loan characteristies (for example,
tefm to maturity and LTV ratie), and borrower credifwesiitiness
ness (for example, credit history score and debt-to-income
ratio). In some cases, loan officers and brokers are allowed
to deviate from these prices as rarket conditions watrant
or allow. A loan officer may quote a prospective borrower
a price above the rate sheet (sometimes referred to as an
“overage™)), and if the consumes accepts the price without
demanding eash baek to offset loan fees of other closing
eosts, the eontraet interest rate of lean fees oR sueh “over-
aged leans” will be higher than they might etherwise have
been.

Discretionary pricing can be a legitimate business prac-
tice and can help ensure that markets allocate resources
in the most efficient way. Howewver, when loan officers are
permitted latitude in establishing prices, the lender runs the
risk that differential treatment on a basis prohibited by law
may arise. Obtaining overages more often, or in higher
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Reasons for Loan Price Varitstilam—Continued

amounts, from minority borrowers or targeting only minori-
ties for over aging may constitute a fair lending violation
unless some legitimate, nondiscriminatory reason exists for
the result.

Prieee negetiativoss. Price variation can also arise because
less sophisticated or less knowledgeable borrowers are not
as likely to shop for credit or to realize that they may
negotiate with the lender over the interest rate and fees.
Motieowesi, lower-income borrowers may be disproportion-
ately represented in the category of less sophisticated bot-
rowers. Given that minority borroweis have disproportion=
ately lower incomes, there is some likelinood that they will
be over represented arieng borfowers with over aged Jeans.
Sueh results may be interpreted By seme as demenstrating
unlawful diseriminatery prieiRg By 18Rders:

Differences in the extent to which borrowers negotiate or
shop for the best deal may result in a pattern of overage

across lenders. On the one hand, underwriting and pricing
may be centrally controlled even though the application
may begin on the Internet or with a mailed solicitation or
at a bank branch. On the other hand, in complex fiirancial
organizations with bank branches, multiple affiliates, decen-
tralized loan production offices, indireet brokerage opera-
tions, and non-bank sybsidiaries, eaeh application may
be subjeet to a different underwiiting and prieing regime
depending en its peint of initiatien. The 2004 HMDA
prieing data suggest that the delivery ehannel threugh
whieh a Berfewer 6btaiRs a 16aR may maker A dis-
gHssed elsewhere in this aftiele (see seetien “ineidenes
of Higher-Pricedl Lending for Selected Subgroups™), the
ineidenee of higher-pricedi lending is higher for barrowers
who live suteide the assessment areas of lenders eavered By
the Community Reinvestment At of 1977 (ERA) than fer
these whe live inside theseaszas{foatnatedineassessmsnipias
due to a reliance Qﬁl‘éﬁﬁ%féiﬁvq@f]\bé’rsh%ﬁ%mgl%‘% REAs

loans that is not illegal but that nonetheless may be difficult PAINHIAIACAIRS INGNED landss fasIls malnQrhuapclyaffices and its
for a lender to document and explain. Moreower, instanceSieposit-taking automated teller machines. For a more complete definition
of different negotiating strengths among borrowers can b%f CRA assessment areas, see the Federal Reserve Board's Regulation BB,

difficult to distinguish from illegal diseriminatory treatmen

tion or assistanee that varies according to the raee, éthnie
sex, of other prohibited characteristie of the borrower.

Variatiamss in loamyrocessingg clannetds. The delivery chan-
nels through which borrowers obtain loans vary widely

tsecti(.m-2.28,4-1.._5@9-aIso Robert B. Avery, Glenn B. Canner, Shannon C.
ok, and Dan S. Sokolov (2005), "Community Banks and Rural Develop-
nt: Research Relating to Proposals to Revise the Regulations That Imple-
jent the Community Reinvestment Act," Federal Reserve Bulletin, vol. 91

in whieh loan officers guote lean rates or provide informd’

(Spring), pp. 202-35 end footnote) This difference may be
due to a reliance on different delivery channels for loans
within and outside these lenders' assessment areas.

The Interest Rate Situation in 2004

The interest rates prevailing in a given year can
significantly affiect the proportion of loans that exceed
the thresholds established by the Federal Reserve for
determining whether a loan is “higher-priced.” For
2004, the rate on Treasury securities used to calculate
the spread for home loans with thirty-year terms
varied from 4.67 pereent to 5.54 percent. This varia-
tion implies that the thresheld for reporting a first-
lien lean as higher-priced ranged from 7.67 percent
te 8.54 percent over the year. For juniof liens, whieh
typieally have a sherter term t6 Maturity than de
first liens, the reperiing thresheld ranged from abeut
8.78 pereent te 9.79 peresnt for a fikikesn-year lean
(differsnt terms 8 maturity weuld yield somswhat
differsnt ranges).

Data derived by Freddie Mac from its Primary
Mortgage Market Survey show that the spread for
average interest rates for first-lien conforming mort-
pages extended in 2004 imply a typical gap between
the thirty-year Treasury rate and an estimated APR
for prime-rate loans of between 1 percent and

1.25pprrent(footdiedt (dpSeavphies. frbddiemidtgry.eadfootnote)

first-lien home 1dhiswgapdihpléeso thaveabtbirtprysad
Biestvlien Howife peacentagld pairestoahdve bpercgniagd
peinenbdvéba peraestage: hoints land t3 @eceedtape
PIMIB Aapoive-epotiaer diee bloold. Hiarh topexcesgrdhd
WMDAwnicatepgspag cifieshal Heeh pravicensiread
wias iareas hibbatpestidn b theheds vplbmg soeicket]
buthitmwgs probably Istalksbetonittire Jevels hesasiated
vitlh mogtcaeprimeclnanpripbetivie yeans tbarthieshe

ddsrivaY STONRS dgheater proportion of the near-prime
segment of the market.

Results: The Incidence of Higher-Priced Lending

Several patterns are revealed in the 2004 HMDA
pricing data (table 7). First, in almost all cases,
government-backed loan products show lower inci-
dences of higher-priced lending than do comparable
conventional loan products. For example, among
first-liem home-purchase loans for site-built homes,
11.5 percent of conventional loans have APRs above
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the pricing threshold versus only 1.3 percent of
government-backed loans. Second, with few excep-
tions, first-lien loans have a substantially lower inci-
dence of higher-priced lending than do junior-lien
loans for the same purposes. For example, nationally
the incidence of higher-priced lending for conven-
tional first-lien refinance loans was 15.5 percent
whereas for comparable junior=lien loans it was
27.4 pereent. Third, manufactured home loans exhibit
the greatest incidenee of higher prieing across all
lean produets, a result consistent with the elevated
eredit risk asseeiated with sueh lending. Fer example,
§7.1 pereent of eenventional first-lien leans used 8

and an additional 2,300 reported making between one
and nine such loans. Nearly 500 lenders reported
making more than 100 higher-priced loans; these
more-active lenders accounted for 96 percent of all
reported higher-priced lending of this type. More-
over, the 10 lenders with the largest volume extended
38 percent of all higher-priced loans.

Variation across metropolitarn areas. The analysis of
separate geographic markets shows that higher-
priced lending varies considerably across MSASs

{footroie 4kdERepartidgeintiitutians ane thquineddernepost
higher-priced lending among conveahtibailldngintidn

purehase manufactured homes were higher prEBds 3 welhasrio-therobasmdtapslitan poctibns of stetes:-Howeied
sharp eentrast o the 11.5 pereent rate f6r compriahlse instititions opeeativipexchusiielyhin now metrapalitarcareas
leang fer site-Buili hemes. Finally, the lewefnifigioveredibyidi\MRAdloangiiforon mesropadisan Rreas SimuReat-
denee of HiFher -priced 1@{1915% (shewn 1A hememed in thedatgafionthis FersanwibeDEoTLaRRiS aplySiF hgteiis

{tem In table 7) for 19ans Inifiaied In the #ansiHOA
PEHBQ relnferees the decision I8 exelude sHeh 16ans
TOm the ricing anatysis:

Rate spreads far highev-priced! loans. Variation in
mean and median spreads across products for loans
with rates above the threshold is much smaller than
variation in the incidence of higher-priced lending.
Because the threshold for reporting is set higher for
junior liens than for first liens, higher-priced juniof-
lien produets have higher mean and median §pfeads
Once again, manufactured home loans stald<oY

that they have the highest average spreads am@ng all
the lean produecis with cemparable lien status.

Except for loans backed by manufactured homes,
the vast majority of higher-priced loans have prices
within 1 or 2 percentage points of the pricing thresh-
olds. Only a very small proportion of higher-priced
first-lien loans have spreads that exceed 7 percentage
points. Similarly, only a small proportion of juniof-
lien loans have spreads of 9 percentage points of
more: But home-improvement loans provide two
exceptions—30.7 percent of conventional junier:
lieR heme-improvement leans and 47.6 percent of
gevernmeni-backed junior-lien home-improvement
leans have spreads ef 9 pereeniage Peinis of mefe.
Reflesting these distributions, the mean and median
spreads fer mest lean BE%U@E% fall within 2 pereent-
age peinig of the reperiing threshelds. The exeeptions
inelude 1eans Baeked by manufactured hemes and
junier-lien heme-improvement 1eans; for which the
distriBution of priess 13 MOLR &ven:

Lendkrs of higher-priied! loans. Most lenders covered
by HMDA reported extending few if any higher-
priced loans for 2004 (data not shown in tables).
Nearly 3,300 lenders reported making no such loans,

at 2 percent; the MS/Ao&uRed gi-M$feeendihionteate)
RorndinvRrrise FdabieeuPHarPradhe Mcineoss of
highssreeined landingeamong dsoniantingalofinidiag
NemerrRyr anage nll@@ﬂsofo Ehé't%l*éldﬁt.wﬂﬂ nﬁﬁe%ﬁ%lﬁ@ﬁ
Nemesacd hte MShHe YoHIndAE rdoyvastofinaldepemusf
DinbRsaRriaedendingdier (B oG UIHE M fkgth
fisge (ﬁ@ﬁef\é@deo Redwood City area in California,
at R t EtnMSRNWID 408 RighsSindrldenAs
[or R MG ENRON B RRB In AR oFexfsheft
AERSFHARNNRIGAAIBNPYRREFNOHIERMBricle, a
reV1ew of data from ofedssianateddbis fiexas Mpdyas
rk@g Eésh RGeS VD IEBQUSR Ao ATR B IGHAS]

! qrtsmmrr&aﬂg)ﬁrﬂ{%erwrﬁ&%ﬁ Vermthe full list

a lQW credlt score and e incidence of hlﬁ]l? I- ghest

Hjﬁ the areas with
incidence are |n t e southern region of the country,
whereas those with the lowest incidence are much

ESRrachaiara by HOEPA
oug a comprehensive analysis of the reasons

Iﬂlr S [—dlﬁ/[ﬁ ia |aqg indthe |nC| e e of her
Eub tdhégrf ee}/%'w ' ar
10n ct o) 0 ea @ 11tt5e 1nf1 Tma 10 was
rirt C oSe as ocja |0r}1
?

s ure

e@ lending. Some HOEPA loans are

exteﬁded by institutions not covered by HMDA, and
sofme HOEPA leans that are made by HMDA-covered
institutions are net reperted under the Federal

%ﬁj%%f a%;ép\liu R)ﬁk atfaﬂsggﬁﬁg gp Céra
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Reserve Board's Regulation C, which implements
HMDA. In particular, if the proceeds of a home-
secured loan are not used to refinance an existing
home loan or to finance home improvement, then the
loan may be covered by HOEPA but is not reportable

under Regulation@(footnote43Forexample,ifahomeowner

akes out a HOEPA covered loan

average size of a first-lien loan was $98,650, and
the average size of a junior-lien loan was $31,705. In
contrast, the average sizes of such loans not covered
by HOEPA were $173,125 for a first-lien loan and
$54,581 for a junior-lien loan,

Reported HOEPA lending varies among borrowers
sorted by borrower income, race, and ethnicity and

to pay off outstanding credit card debt or some other type of consumer

credit, andithedeancloesaEmIRe ke definaacing of an existing

home loan or home improvement, then the loan is not covered by
Regulatigroe 2004s thigaotspdereddphrdbrt efcamlingtiRgisns

among census tracts sorted by census tract income,
population, and location. However, the data do not
indicate that HMDA-reportable HOEPA lending is
focused primarily on lower-income or minority indi-

ot ActrpaEindyndHoRPAe table 7). The HOEPA
loans accounted for only 0.003 percent of all the
originations of home-secured refinance or home-
improvement loans reported for 2004 (derived from

viduals of on those residing in lower-income neigh-
borhoods or neighborhoods with high concentrations
of minority individuals. Fer example, although
reporied HOEPA loans were extended to borrowers

thetekedffootnote44 TheHMDAdataalsoincludeinformationofiloagipuiitbesee  greups, abeut three-feurths were

by covered insHiOtS dtiing 2004 Amang puithaseddeansiabost

bR ivatedasipoated anél QEPAeannBRE [IOMOEPA
oritfaERondencinaitete Ry VBTYpeersan ated rd periea
lawlers thainteppiigddhshiargesh RibTRST AF (hiQfhé:
OxkginALOR REASUNIERTOreoPRisaRiIpforkd rapNried
IS Phdoasy (dafonetiSban tidabirg. 1DhARe MIBRE
EHURPR, 18]S MHUEIARA dER HYeafRY NPt OFPAY
1R8N0 @M 03 % FRRANEEh QDM RNV QOHER RS MiRRt
HPERS JBRRSANRIS @4SRIBLRY PR Sl PeReRpeAT
{9kl o8 By ARk FHRS RSO (@ liates of bank

holding companies (14 percent of the total); indepen-
dent mortgage companies extended the rest.

Characteristics of HOEPA-Related Lending

‘As noted, HOEPA applies only to closed-end home
loans (whether for refinancing or home improve-
ment) and not to home-purchase loans or home equity
lines of credit. The vast majority of HOEPA loans
reported in the 2004 data involved conventional prod-
uets: Only 7 percent of reported HOEPA loans were
government backed (derived from table 7). 'About
50 percent of the reported HOEPA loans involved
first-lien conventional loans (mere than 80 percent
of these were for refinaneings, and the rest were fof
heme improvement), and abeut 40 pereent ivelved
junior-lien eenventienal leans (mere than half ef
these were for heme imprevement).

On average, reported HOEPA loans are not large
(data not shown in tables). For example, for con-
ventional refinancing loans covered by HOEPA, the

exiended to middle- and higher-ineeme BerFEwers
(data net shewn in tales). Similarly, mest reperted
HOEPA 1eans were exiended {9 nen-Hispanie white
berrowers. Mest of the hemes seeured By repsried
HOEPA Igans were in middle- oF higher-ineeme areas
and in areas with  minerity pepulation that was less
than 20 pereent of the taial popuiaHen:

[FNBDNG OUTCOMESS BY. RACH, FEMMANICITY,
AND SEX

One of the primary purposes of the HMDA data is
to allow comparison of the outcomes of the lending
process for applicants and borrowers grouped along
many dimensions, including by race, ethnicity, and
sex, Outcomes reported in the HMDA data include
the disposition of applications (denial rates) and, as
of 2004, the pricing of loans. Gross outeomes for
different groups of borrowers can be compared, but
HMDA data ineclude information en a Aurber of
iterns whese presence of absence for borfowers ean
Be made eensistent (“comiiolled for’) in condusting
fhe ecemparisens. Clearly the HMDA daia de et
inelude all the faeters that are iAvelved in eredit
HRABrwrtiAg and pricing. Hewever By esntelling
fer variatiens $e a3 te make berrawers a3 similar &
passible oA the dimensiens of the daia that are avail-
aBle, one can aceount for some of the factars that
may explain differences 1n e oyicomes of ihe lend:
1R2 PFOEESS AMBH2 Sf8UPS:

The HMDA data allow individuals to be matched
by loan type and purpose, type of property securing
the loan, lien status, owner-occupancy status, prop-
erty location (for example, same MSA or even same
census tract), income relied on for underwriting, loan
amount, and time of year when the loan was made as
well as by whether the lean involved a co-applicant.
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In comparing lending outcomes across racial and
ethnic groups, one can match for the sex of the
applicant and co-applicant, and in comparing out-
comes by sex, one can match for race and ethnicity.
Comparisons in outcomes across groups can be
conducted at the level of an individual institution,

Also excluded from the sample are applicants resid-
ing outside the fifty states and the District of Colum-
bia, applications deemed to be business-related, and
requests for pre-approval that were denied by the
lender or that were granted by the lender but not
acted upon by the borrower. Otherwise, the sample

groups of institutions (for example,manufactureifolades alb2didg HtDAIapglicatonsapttad upoikdty

populationdirgs apwbilkstFyrtpeogeaphiietynafkstatios
popllaetnededogieshehy) Bartirad dovagetyobffetative
atfectaotiibddisdidsrJateborstidribacomnsrin v bd
sftactsabone: drbdifublliengerabibeestompar Vs
heyahabbescope ofilthiaaeti alé. (igwarshipergains a8
vodlerfdandingopt e tHiffareites thakaverdikelyaia ha
imaersenidime yrineedifhe R4 dald WRNOKSBLIBH G
ThabelRinat ChteMdasiilREn® 1bogedasgdhdth therfredesal
Resenves criatish GinAnelusig OO itAeserikasbrin
thes SRRIaNS (S iNGI v Exsangede HM R Ae RaBeas A
SRreningnT ool siab hals EsiNg& HOESRaNh: as a
Screening Tool for Fair Lending Enforcement”).

We restrict the analysis to denial rates, the inci-
dence of higher-priced lending, and the mean spreads
paid by borrowers with higher-priced loans, and we
compare these outcomes across eleven groups—nine
racial or ethnic groups and the two sexes. We conduct
the analysis for thirteen of the twenty-five loan prod-
uets covered in table7{footnote45Theanalysiswasnot

We present tiondueiggrfornnsecuraddoansdigcaise

pricing data yyefajnetaolectadfonthesedeanshE lengnotberrprosgiat
areas wererpgpusedhecarse theyiantrRied fansa few lnarsihat

machRoMEsEificyltiend feeidet®uicome as adjusted
FoMVenrassR Wie-FORRRr i saRson) thigBrieyeln ong
pnedpastadiandiguenadiusieda badirsblevainfonesah
grouR ised @rfﬁ%réﬁ’eﬁ@@%ﬂ%e&) AYPIRGE O WA
e RARPAIJEHE IS FhEAYRIPERAIR) MG RSRUINSIAE
EmPRRis BRSOV SEXPIAIa iR i@ Sic %@fﬁylﬁg (e
AREnleqmer d9NeAMARhs GHisan
AR NS RECBEERn ﬁ%@r%ﬁ@&'?&%r@”dme
{Hﬁ&quﬁ% Ve A& Ceigyﬂdﬁ‘%f&tgﬁ G5 the
ARMRAHRORS PYeSRRLOAE l%%let('ﬂﬂéc%rﬁﬂf? 'P@la@&
?Qdmeﬁﬁﬁ riﬁée%'i’f(‘iﬁ?énﬁgtnﬁ%t'
dé?r\?/e%f’l é%? DOIRQVYER18] ﬁE‘f a(c(;p fSI(I)J&e
D
a%

d%%'c? §h§u sading, iy ”S“‘t‘%él% PR é

dngn sk erterme usméq ﬁ%contro
ﬁf or accoupdng I%LE % alt Yactors plus

e% were include fOL" il ritd COMmMpArisons
—Apptications subject to the transition rules were

excluded from the pricing comparisons; however,
they were included for the denial-rate comparisons

the lender in the thirteen product areas.

Unadjusted and adjusted comparisons for lending
outcomes across groups are discussed in the sections
below. For purposes of presentation, the adjusted
outcomes shown in the tables are normalized so that,
farr the base comparisem group (non-Hispanic whites
in the case of comparison by race and ethnicity, and
males in the case of comparison by sex), the adjusted
mean at each adjustment level is the same as the
unadjusted mean. Consequently, the adjusted out:
comes for any other group represent the expected
average outeome if the members of that greup had
the same distribution of eonirel factors as that ef the
base esmparisen greup.

Deniall Rates across Groups

Unadjusted mean denial rates vary across loan cate-
gories for all groups of borrowers (table 9). For
example, the mean unadjusted denial rate for Asians
is lowest for government-backed first-lien home-
purchase loans (12.4 percent) and highest for con-
ventional junior liens for home improvements
(46.1 percent).

For every loan category, American Indians, blacks,
Hispanic whites, and the group for which race was
missing have higher unadjusted mean denial rates
than non-Hispanic whites, with the highest rates gen-
erally for blacks and the rates for Hispanic whites
lying about halfway between those for blacks and
those for non-Hispanic whites. The denial rates for
each of the other minority groups vary in their rela-
tionship with the rates for nen-Hispanie whites.

With few exceptions, controlling for borrower-
related factors reduces the differences among racial
and ethnic groups. (Although the effiect of controlling
for borrower-related factors can widen the racial and
ethnic differences in denial rates.) Accounting for

(footnote 46 The action date on an application is used to determine the
reporting year for HMDA data. The gap between the application date

and the action date is generally shorter for denied applications than for
originated loans. For example, applications received and acted upon in
December (and therefore reported in HMDA for that year) are more likely

or

to be denials than acceptances. Similarly, applications acted
upon in January but received in the previous year are more likely to be
acceptances. In analyzing denial rates for 2004, excluding applica-
tions covered by the transition period (that is, appllcatlons recelved

t o R 6 ddeibin bbbk tith hifhhivel stmhifiin tiad b el
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Unadjusted and adjusted denial rates on applications for loans on one- to four-family homes,
by type of loan and by race and ethnicity and sex of applicant, 2004

A. Home purchase, owner-occupied site-built home

Percent except as noted

Heading row column

L Race and ethnicity and sex

column 2 Convention
column 3 Convention

I"Firstiien Number of appticatio
al:First lien Unadjusted denial raf

D

column 4 Convention
rate,by adjustment fac
column 5 Convention
rate,by adjustment fac
column 6 Convention
column 7 Convention

al:First lien Adjusted denial
tor Borrower- related

al:First lien Adjusted de

tor Borrower-related plug
al:Junior lien Number of
al:Junior lien Unadjusted
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lender
applicat
enial r,
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column 8 Junior Tien:
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column 9 Junior lien:J
rate,by adjustment fae
column 1 Governme
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ace and ethnicity:An
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ent factor Borrower-related

nt backed,first lien: Adjusted

ent factor Borrower-related

row

nerican Indian or Alaska Native

n Number of applications:42,460
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Unadjusted and adjusted denial rates on applications for loans on one- to four-family homes,
by type of loan and by race and ethnicity and sex of applicant, 2004—Continued

C. Home improvement, conventional loan, owner-occupied site-built home

Percent except as noted

Headlng row column 1 Race and

ethnicity and sex
plications

column 2 First lien:Number of ap
column 4 First lien:Adjusted deni
column 5 First lien:Adjusted deni

adjustment Borrower-related Borfower re

column 6 Junior lien:Number of g
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9. Unadjusted and adjusted denial rates on applications for loans on one- to four-family homes,
by type of loan and by race and ethnicity and sex of applicant, 2004—Continued

E. Nonowner-occupied site-built home

Percent except as noted

Heading row column|1 Race and ethnicity and sex

column 2 Conventionat first Home purchase:Number jof applications
enial rate

column 3 Conventional, ‘first Home purchase:Unadjusted

column 4 Conventional first Home purchase: Adjuste
denial rate by adjustment factor Borrower related

column 5 Conventional,first Home purchase-Adjuste
denial rate by adjustment factor:Borrower-related plu

column 7 Conventional, ‘first lien:Refirance: Uhadjusted

lender
column 6 Conventional,first lien:Refirance:Npmber of applicg
enial

tions
rate

column 8 Conventional,first lien:Refirance:Adjusted denial
rate by adjustment factor Borrower-related
column 9 Conventional,first lien:Refirance: Adjusted

denial rate-by- adjustment factor Borrower related plus lender

column 10 Other(footnote 1"Other" consists of government-backed

loans of all tydpes junior liens, home-improvement loans,
and unsecured loans end footnote) Number of appllcatlons
column 11 Other:Un

djusted denial rate

column 12 Other:Adjusted denial rate by adjustment factor Borrower related

column 13 Other:Adjusted denial rate
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ace and ethnicity:American Indian or Alaska Native
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cases adjustment reverses the sign of the difference—
that is, for example, some denial rates that were
higher for females than for males before adjustment
become higher for males than for females after
adjustment,
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substantially across racial and ethnic groups
(table 10). Moreover, both the overall incidence of
higher-priced lending and the differences across
groups varies substantially across loan product cate-
gories. For government-backed loan produets, small
proportions of borroweis have higher-priced loans,
and ne meaningful differences appear across racial
and ethnie groups. At the ether extreme, the majerity
of borrowers for manufactured hemes Rave higher-
priced leans; and fer this preduet, signifieant dif-
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Differences in the incidence of higher-priced lend-
ing across loan products make it difficult to identify
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10. Unadjusted and adjusted incidence of higher-priced lending for loans on one- to four-family homes,

by type of loan and by race and ethnicity and sex of borrowen, 2004

A. Home purchase, owner-occupied site-built home

Percent except as noted

Heading row column 1 R

Race and ethnicity and sex

cojumn 2 Conventjonal:
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column 4 Conventional:
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10. Unadjusted and adjusted incidence of higher-priced lending for loans on one- to four-family homes,
by type of loan and by race and ethnicity and sex of borrowen, 2004—Continued

C. Home improvement, conventional loan, owner-occupied site-built home

Percent except as noted

Heading row column 1 Race and ethnicity and sex

column 2 Eirst [ien:Numper of loans
column 3 First lien:Unadjusted incidence

column 4 First lien:Adjusted incidence,

by adjustment factor:Borrower related
column 5 First lien:Adjusted incidence,
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10. Unadjusted and adjusted incidence of higher-priced lending for loans on one- to four-family homes,
by type of loan and by race and ethnicity and sex of borrowen, 2004—Continued

E. Nonowner-occupied site-built home

Percent except as noted

Heading row column 1 Race and ethnicity and sex
column 2 Home purchase:CenventionalFirstHen-Number-ef-loans
column 3 Home purchjase:Conventional, first lien:Unadjusted incidence
column 4 Home purchase-Coriventionat, firsttiemAdjustedincidence;
by adjustment factor:Borrower related
column 5 Home purchase:Conventional; :
by adjustment factor:Borrower- related plus lender
column 6Conventional, first lizn: Refinance:Number of loans
column 7 Convention al, first lien: Refinance:Unadjusted incidence
CO|Uﬂﬁ_ﬁ‘8‘€0ﬁV€ﬂﬂ‘Oﬂ'ﬂ_ﬁ1‘Sﬂl . ifanceAdjustedH |uuc||u,,
by adjustment factor:Borrower related column 9 Conventional,
first Ilen:Refinance:Ajljusted incidence, by adjustment factor:
Borrower related plus|lender
column 10 Other(?otn pte 1 "Other" consists of government-backed loans
of all types, junior liems,home-improvement loans, and unsecured
loans end footnote):Niimber of loans column 11 Other: Unadjusted incidence
column 12 Other:Adjusted incidence, by adjustment factor:Borrower related
column 13 Other:Adjusted incidence,
by adjustment factor:Borrower related plus lender end heading row
Race and ethnicity:American Indian or Alaska Native
Home purchase:Conventional, first lien:Number of loans:3,576
Home purchase:Conventional, first lien:Unadjusted incidence:16.9
Home purchase:Conventional, first lien:Adjusted incidence,
E?/ adjustment factor:Borrower related:15.6

ome purchase:Conventional, first lien: Adjusted incidence,
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téy adjustment factor:Borrower- related plus Iender 11 1
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by adjustment factor:Borrower related:21.5

Conventlonal first Ilen Refinance:Adj usted |nC|dence
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o] 38 (JILGUELES V.
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f|rs éﬁ a8l i el D[tfle ?dregomg analysis indicates that the informa-
il 7& it6 _ﬁ@ﬁf: tion in the HMDA data—that is, adjusting the HMDA
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Other:Number of loans:11,099 Other

nadjusted incidence46.8

Other:Adjusted incidence, by adjustment factor:Borrower related:43.2

Other:Adjusted incidence, by adjustment factor:
Borrower related plus lender en heading row:33.6

Race and ethnicity:Native Hawaiian or other Pacific Islander
ws
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11. Unadjusted and adjusted incidence of higher-priced lending for conventiomal, fiirst-liem loans on site-built,
owner-occupied], one- to four-family homes, by selected race and ethnicity for selected characteristics
of borrowern, propetty, and lender, 2004

Percent except as noted

Heading row column 1 Selected characteristic,by race and ethnicity of borrgwer
column 2 Home purchase:Number-of loan
column 3 Home purchase:Unadjusted incidence
column 4 Home purchase:Adjugted incidence,

by adjustment factor:Borrower %elated

column 5 Home purchase:Adjusted inciderjce,
by adjustment factor:Borrower related plus lender

column 6 Repnance:Num er of loans
column 7 Refinance:Unadjusted incidence
column 8 Refinance:Adjusted incidence,
by adjustment factor:Borrower related
column 9 Refinance:Adjusted. incidence,
bY adjustment factor:Borrower felated

us lender end heading row

ncome of Borrower:L ower:Black or African American . -
Home purchase:Number of Toanis:87,841 Home purchase:Unadjusted incidence:39.2

Home purchase:Adjusted incidence, by adjustment factor:Borrower related:35.2
Home purchase:Adjusted incidence,
by adjustment factor:Borrower related plus lender:21.7
Refinance:Number of loans: 161,762 Refinance:Unadjusted incidence:42.1
Refinance:Adjusted incidence, by adjustment factor:Borrower related:39.6
Refinance:Adjusted incidence, by adjustment factor:
Borrower related plus lender :25.9
Income of Borrower:Lower:Hispanic white
Home purchase:Number-of -loans:83,642 Home purchase:Unadjusted incidence:23.6
Home purchase:Adjusted incidence,
E?/ adjustment factor:Borrower related:21.2

ome purchase:Adjusted incidence,
by adjustment factor:Borrower related plus lender:16.3
Refinance:Number of loans:120,253
Refinance:Unadjusted incidencg:22.5
Refinance:Adjusted-incidence, iy adjustment factor:Borrower related:24.2
Refinance:Adjusted incidence, by adjustment factor:
Borrower related plus lender :20.4
Income of Borrower:Lower:Non-Hispanic white Home purchase:Number of
loans:637,019 Home purchase:WUnadjusted incidence:12.9
Home purchase:Adjusted incidence, by adjustment factor:Borrower related:12.9
Home purchase:Adljusted' incidence, by adjustment factor:
Borrower related plus lender:12|9
Refinance:Number of loans:961571
Refinance:Unadjusted incidencg:19.3

Re
Refinanrcespijusiechinsidence,
by adjustment factor:Borrower related plus lender :19.3
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SE”

In S %op a given loan type,  hon:-Hispanie Whites, minofity groups on average
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BAaRoo--b




New Injormedicon Repurtédd under HMIDM and s Appliceticon in Fair Lendinge Fajiforeement

11 —Continued

Percent except as noted

wer
istedHnetd

or related

2r related p

Heading row column 1 Selected
column 2 Home purchase:Numbye
column 4 Home purchase:Adjug
column 5 Home purchase:Adjus

column 6 Repnance Numper of
column 7 Refinance:Unadjusted

column 8 Refinance:Adjusted in
column 9 Refinance:Adjusted i}
plus lender end heading row

charcalcterlstlc by race and ethn|C|ty of borrg
ted inciden
ted inciden

loans
incidence

cidence, by adjustment factor:Barrower relgted
cidence, by adjustment factor:Borrower related

chaca:l lnad: annn
0e pululaoc UIIGUJ CTICT

stment factor:Borrowg
stment factor:Borrowse

\JUIUIIIII 3
ce, by adju
ce, by ad}r

us lender

Selected characteristic,by race &
Sold to GSE(footnote 1.Govern
all were to Fannie Mae and-Fred
Home purchase:Number of loan
Home purchase:Adjusted incide
Home purchase:Adjusted incide
lender:5.2 Refinance:Number of
Refinance:Adjusted incidence, |
Refinance:Adjusted incidence, h
Borrower related plus lender: 0.1
Selected characteristic,by race 4
Disposition:Sold to GS ‘Hispani
Number of loans:67,768 Home

Home purchase: Adjusted incide
Home purchase:Adjusted incide
lender:2.9 Refinance:Number of

nd ethnicity of borrower:Disposition:

ment-sponsored enterprise; virtually

die Mac end footnote)Black or African American

5:43,683 Home purchase:Unadjusted incidence:9.0

nce, by adjustment factor:Borrower related:6.7

nce, by adjustment factor:Borrower related plus
loans:71,439 Refinance: Unadjusted incidence:1.1
y adjustment factor:Borrower related:1.0

y adjustment factor:

nd ethnicity of borrower:

ic white home purchase:

purchase:Unadjusted incidence:3.9

nce, by adjustment factor:Borrower related:3.2

nce, by adé ustment factor:Borrower related plus
loans:87

Refinance:Unadjusted incidencs:
by adjustment factor:Borrower

0.4 Reflnance Adjusted incidence,
elated:0.4 Refinance:Adjusted incidence,

by adjustment factor:Borrower felated plus lender:0.4

Selected characteristic,by race and ethnicity of borrower:Disposition:

Sold to GSE:Non- Hlspanlc white Home purchase:Number of loans:808,454

Home purchase:Unadjusted incidence:1.6 Home purchase:Adjusted incidence,

by adjustment factor:Borrower elated:1.6 Home purchase:Adjusted incidence,

by adjustment factor:Borrower fielated plus lender:1.6 Refinance:Number of loans:1,200,878
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Borrower related plus Iender 21 o




federal Reserve Bulletin &1 Summer 2005

and Hispanic whites because they are the two minor-
ity groups whose outcomes differ most from those of
non-Hispanic whites in the incidence of higher-priced
lending. We also restrict the comparison to the two
loan-products that account for the largest number of
loans—conventional home-purchase loans and refi-
naneings. We analyze these two minority groups and
the two loan products with regard to five factors:
(1) the borrower’s telative inceme; (2) the relative
income of the census tract in whieh the property
related to the lean is loeated; (3) the location of the
property relative te the lender's assessment area as
defined under the Community Reinvesiment Aet of
1977 (CRA); (4) the dispesitien ef the lean—that is,
whether the 1ean was retained or seld and, if it was
seld, te whem; and (8) the pre BEH%B of the fender's
Ioans that are higher prieed (less than 10 IB@fE@HE
16-49 pereent, of 50 percent oF mare—the [ast pro-
POFien heing faken {9 ndieai that the lender special-
1788 1R ﬂigﬁ%f Bﬂggﬁl@&%ﬂg §footn0te47Larger epository
InSRULGIONS GOVerRd RXBE eMheir relative

IHB%%'%S%E\{E“%%%E‘ AE'E‘ RiCDATE) AR KSALIEG O daniafrings
Eec%taﬁﬁé Feﬂh@%?%%?a‘if Hfff@f‘d of

AlcihRtnT ﬁ'cl ayog, f’é u
; ! é"8?eﬁl
H})%%:?ne assessment areas OP%ﬁ)WG?
4 for jSIS IE?I’ a élﬁpnl%n 0 ﬁ%sessrﬂel?néix

Ra
e cent TR ﬁ?lsg%”es ﬁﬁ@f@?ﬁ?ﬁgﬁrﬁna@&lrew&mg {pasadsd

B%EPﬁHﬁﬁtseW%

solel hon thei irighacafdrighbopived boanscfopatnrRlispanie nidrﬁsf
is restri Rreive i cte
differences be ﬁﬁ%%taﬁ%fﬁ%%?@%& aB ’

105Rle§@1?§ Pé?Wr@WQ%U(@rdﬁbéﬁh@eﬂﬁl? ¢Rpngd
theowed anbicheir loamssasrdptaneednang| 4w fiadish
arrat Idigpositiganed thetlomprasiaitenciatisr ¢taic
gneupsidifangy o dmeghothsi savaral) ibgideresimel
higheugmictk Idngsdanstest inidiec?(YHcEEMIdAndaia
Highecfdowswdeinsang sobdréovéhe ervEshdbe ditia
tiffer incaniverdideaene thednshe dispesiting 6ol ag
tetaifiod hlb tielatechtvatingropladnathgacialtloligrenee-
plditestle peicevhtifherctibesiain womewiganalodsdry fan
hghertionomei tsofBule rxssgsivmgattarns atecgensatiiy
similar to those of the overall decompositions.

The decompositions for CRA assessment area and
loan sales provide evidence on whether the channel
through which a loan was obtained and the subse-
quent disposition of the loan affect racial or ethnic
groups differently. Although the overall incidence of
higher-priced loans reported in the 2004 HMDA data
is much lower for loans sold to the GSEs, the data
offer scant evidence that the disposition (sold or
retained) is related to unexplained racial differences.

However, whether the loan was originated by an
institution in its CRA assessment area does matter.

“fﬁ% whichyiRariseln Brakers tea
5 S} §?RA§5%% 1@3& Hnderiakin
e %Omp%ﬁ%ﬁ\% aBl% in the HMBA data. The same can pe sald
lding COW@&%@%%HHS{% that Sriginate 18ans fhrsugh aiffereni

spart Em?ﬁ%%%ﬂga)ther% )

Differences across groups for lending within an
assessment area are about one-third of those for lend-
ing outside the assessment area. Moreover, for all
racial and ethnic groups, lending within an assess-
ment area exhibits a much lower incidence of higher-
priced lending.

One possible explanation for the assessment-area
effect may be that the channel through which loans
are originated matters. Loans extended to borrowers
outside an institution’s assessment area may be more
likely to have come through mortgage brokers, who
may price differently or who operate in areas with
different market conditions than do institutions that
originate loans directly. Although this pattern may
suggest that brokers charge higher prices, particularly
te minorities, it i§ net neeessarily evidenee ef unfaif
treatrment of that the exisienee of the broker channel
adversely affscts minerities. 1t may indieate that
Brokers serve markeig or individuals whe are mere
eesily o serve, or whoese eredit profiles are weaksr,
and pries ﬁ@@@fﬁlﬂghjf It 6, then were it fet f@f
H‘éﬂ)}z seme of these BBHBW%E% fRight fet Be
Ded at all 8F might Fay Righer prices: Petermining

fRineFty Borrawers falfy 1
and f@&]ﬂlf%§ information

Finally, although the aggregate lending patterns of
specialists in higher-priced lending exhibit unex-
plained racial or ethnic differences, so do the aggre-
of other lenders to approximately the
same degree. And for the higher-priced specialists
with the highest incidence of higher-priced lending,
differences across racial and ethnic groups are, in
some instanees, lower than for other lenders. Regard-
ing the racial and ethnie differences in the lending
patterns that de exist ameng higher-priced lending
specialisis, the analysis shews that ineeme, lean
afeunt, and ether HMDA faetors appear to explain
little ef these differences:

Diffevemecess in Meam Price Spreads across
Raciall and Ethnic Groups

Patterns across racial and ethnic groups for the mean
spreads paid by those with higher-priced loans are
quite different from patterns across such groups for
the incidence of higher-priced lending (table 12). For
the loan products with the largest numbers of borrow-
ers, the unadjusted mean spreads are lower for all
minority groups except blacks than they are for non-
Hispanic whites. Typically, Asian borrowers have the



New Injormedicon Repurtédd under HMIDM and s Appliceticon in Fair Lendinge Fajiforeement

12. Unadjusted and adjusted mean APR spreads for higher-priced loans on one- to four-family homes,

by type of loan and by race and ethnicity and sex of borrowen, 2004

A. Home purchase, owner-occupied site-built home

Percent except as noted

Heading row column 1

Race and ethn|C|ty and sex

column 2 Conventionali—

column 3 Conventional;

first IICII I\IUIIIUUI UI IIIUIICI P

U |ua| IS)
first lien:Unadjusted mean spreg

column 4 Conventionalf
by adjustment factor:B
column 5 Conventional;
by adjustment factor:B
column 6 Conventional;
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Tirst lienzAdjusted incidence,
rrower related

first lien: AdjusteeHncid
rrower related plus lend
Junior lien:Number of higher pr
Junior lien:Unadjusted mean spr

eNCeE;
by
ced loarn
ead

w

column 8 Conventionalf
by adjustment factor:B
column 9 Conventional;
by adjustment factor:B¢
column 10 Government
column 11 Government
column 12 Government
by adjustment factor:B¢
column 13 Government
by adjustment factor:B
Race and ethnicity:Amg
Conventional: first lien
Conventional: first lien
Conventional:first lien:

by adjustment factor:B
Conventional:first iien;

by adjustment factor: B

Junior lien-Adjusted incidence,

rrower related

Junior lien:Adjusted incidence,

rrower related plus lender
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rrower related
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12. Unadjusted and adjusted mean APR spreads for higher-priced loans on one- to four-family homes,
by type of loan and by race and ethnicity and sex of borrowsr, 2004—Continued

C. Home improvement, conventional loan, owner-occupied site-built home

Percent except as noted

Heading row column 1 Race and|ethnicity and sex
column 2 First lien Number of higher priced-loans
column 3 First lien:Unadjusted mean spread
column 4 First lien:Adjusted incidence,

by adjustment factor:Borrower related
column 5 First lien:Adjusted incidence,

by adjustment factor:Borrower related plus lender
column 6 Junior lien:Number of higher priced loans
column 7 Junior lien:Unadjusted|mean spread
column 8 Junior lien:Adjusted incidence,

by adjustment factor:Borrower related

column 9 Junior lien:Adjusted incidence,

by adjustment factor:Borrower. related plus lender end heading row

Race and-ethnicity:American: Indian or Alaska Native

First lien Number of higher-priced loans:883

First lien:Unadjusted mean spread:4.5

First lien:Adjusted incidence, by|adjustment factor:Borrower related:4.6

First lien: Adjusted incidence, by|adjustment factor:Borrower related plus lender:4.4
Junior lien:Number of higher priced loans:493 Junior lien:Unadjusted mean spread:7.7
Junior lien:Adjusted incidence, by adjustment factor:Borrower related:7.6
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First lien:Adjusted incidence, by a justment factor:Borrower related plus lender:4.4
Junil@rmu r of higher prlce loans:875 Junior lien:Unadjusted mean spread:7.5

Junior ligh iﬁ%@ﬂf e %@\ﬁé%ﬂ%%% SREHBB RN s tencer7 o

Race and'&tr B‘Iat‘Rdor African American
SIS TOITOO u- ' PHCEEI0RETYIENAGEITST (Ten Onadjusted mean spread=4.6
Eokirtiar Adtjostqulinobiaks bmm Edgddtigeet facted Boanswer related:4.6
Edkirtiard ummmm sdpostnezmt sactad Borrower related plus lengler:4.5
daotvon i umatjairoh 3mdpm IhIHdEﬂ 889 Junior lien:Unadjusted mearn spread:8.4
Jhwmi]ummm teteol iBoioenoey, mladflstme tfactor Borrower refated:8.3
JhathnmérHMy SpentanasdeAdgdigchapostierard, factor:Bprrower related plus lender:8.1
Bycad iy rwrmtat;tdﬁﬁmedﬂmz{ ket oline dpatsific Islander
Eokirhart el ep m igbangAgédiosingen: Unadjusted mean spread:4.2
Eu’ﬁlmammmamntmtl Aty mstspeeadactor Borrower related:4.4
Edkirtinrg A stqqtmégd____ed_by ment factor:Borrower related plus lender:4.5
Jynéaoij Usm&rfason bwqm ddans:463 Junior lien: Unadjusted mean spread7.9
Dahion hi &rRAtijusted: kdjdstest jinidefjostment factor:Borrower related:8.0
Jynaoij usméxd | teteor iBoideney; tilatdglptore lendetenB deadieg related plus lender:7.7
Race and ethnicity-Aretcanoiedia orilesesNative
Hoshligruidhasbeaftiighef prited [macsd7®ans:796
HmhbepuldhaW eanl <prekir €. ien: Adjusted incidence,
o meadet bHed;AaBijustment factor:Borrower related:6.0
Ahgzstmjmstddnml e Usyraeind fantont BantavnRomeated relasekdpdes: 4.3
Jandef pceiNt e Ilmarg duozos1288& Unadjusted mean spread7.7
Refionatiee: Bujdgtedenh oneance) gy ustesver related:7.9
.Ii{]mderim I#,d tetrivecitifavter i dyuwrmmﬁmtiﬁrs orrower related plus Iender 6.6
( C‘; l_vl l l I7Hl Jle w ) nllY uiDaaicy AL II'I‘H‘-' ] '\’0 IJ|UD |C||UC| 4:7
Raste !- » St} ? &'“ ' spread:4.4 First lien:Adjusted incidence,
omBerMMtheIamtédSIEM Haii: Adjusted incidence,
Wmmmunammmm aecbpdus.tender:4.4 Junior lien: Number
d M mmmumenmrbwadmsmmnm@p&mmmr related:5.5
alpyeiiplikun gmﬁmﬁm Om%dlﬁim loan products is between 0.10 and

e ".3;. er rm?jeéﬁ Ants.

wie
Jdosdd e shamicioidities]

gbgw by Sex of Borrower
eB m%ﬁ@s there is little evidence of sys-
“’ l‘: ri"'”': 'r’ﬁ"\'.»'; o R ces in pricing when borrowers are
R r|l ACHO Bmwmrrelﬂled53
estrisaTTad A slmédnaddecm;ebjo jsistreenideicio BBrorawerakzizs i hlsiddedelert 5L 3
Radenrtidretdontgr dd Hdawa 0th8y255 Junior lien: Unadljusted mean spread7.7

Rmdelaﬁdmmdju%amf iglendgradjustment factor:Borrower refated:8.1
Jdoioe hanchatje:s berdn’nh gy ueﬁﬂeansfmﬁrl-ﬂinn@ pierchedated d;ljsmdemem spread 5.8
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12. Unadjusted and adjusted mean APR spreads for higher-priced loans on one- to four-family homes,
by type of loan and by race and ethnicity and sex of borrowen, 2004—Continued

E. Nonowner-occupied site-built home

Percent except as noted

Heading row column 1 Race and ethn|C|ty and sex column

2 Government backed, firstten:Hotme puu,llaac Numbero hiyllm pllu::u toans
column 3 Government badked, first lien:Home purchase:Unadjusted mean spread
column 4 Government bag¢ked, Tirst fien:Home purchase:Agjusted ifncidence,
by adjustment factor:Borrpwer related
column 5 Government backed, first lien: HOﬁ‘Te—C?b“I‘,
by adjustment factor:Borrower related plus lender
column 6 Conventional: first lien:Refinance:Numbger of higher priced loans
column 7 Conventional: first lien:Refinance:Unadjusted mgan spread
column grAdjuSted incidence,

by adjustment factor: Borrower related
column 9 Conventional: first lien:Refinance: Adjusted incidence,

by adjustment factor:Borrower related plus lender

column 10 Other(footnotefl 1. See table 10.E., note 1.

endfootnote):Number of ‘higher priced loans

column 11 Other:Unadjusted mean spread

column 12 Other:Adjusted incidence, by adjustment factor Borrower related
column 13 Other:Adjusted incidence,

by adjustment factor Borrower related plus lender end heading row

Race and ethnicity: Americ¢an Indian or Alaska Native

Government backed, first lien:Home purchase:Number

of hlfgher priced loans:603 Government backed,

first lien:Home purchase:Unadjusted mean spread 3.9

Government backed, first lien:Home purchase: Adjusted incidence,

by adjustment factor:Borrower related:4.1 Government backed, first

lien:Home purchase:Adjusted incidence, by adjustment factor:

Borro 4~ : :
Number §PHigHerpiticeePtodhs:623 Conventional: first

lien:Refinance:Unadjusted mean spread:4.1 Conventional: first

lien:Refinance:Adjusted incidence, b ad ustment factor:Borrower related:4.3 .
Convemllstiaiglﬁmhdtbbﬁsém taidﬂ\ hertﬂ;lﬂ”meepby inthe  sity's Credit Research Center (CRC) to perform addi-

%d ust é]‘déﬁé le d1n are tional analyses using a CRC database. The CRC data
O"Ehg; SHEATEEBHSISY of both HMDA data and a wide range of other
Other eBqersr rusr emred pluhomardevalsfactors not in the HMDA data that may

Race aftﬁk&hﬂﬂﬂtﬁ /‘we@uﬂt ot the niﬁeteen loan product  relate to credit underwriting and pricing.

gr?é’(fér}gg mﬁg ﬂ%ﬂ&f e The CRC data, which were provided by eight
urchag¥i c@ VHIHBRER @@hﬁ%’c lenders that specialize in subprime lending, are
ﬁen Hoprécedr basﬁﬂﬂ el an&me fefﬁalee de in teﬁ equivalent to the 2004 HMDA filings of those lenders

tc%sgjrld " ib&l%% e, (for the loans they originated) plus non-HMDA infor-
by adju §| |é. % mation on many other characteristics of the loans and

cOnverﬁaﬁﬁaﬁtm HylipayRafifEa dRMLINBEIGERI abiaoﬂ@d Ioans 1, A@rrowers(fodthetedd A Eightistir pramenmarntgags of

justed incidence;

gonventlonal ;lrst Ilen gepnance Xgadjuséed mdean spread:3. credit history scores (irlendsrsranasubsitiaries afdarge
onventional: first lien:Refinance:Adjusted incidence, PR :
by adjustment factor:Borrower related:4.0 flnanC|aI Istifutionsluthea2Qd dataifsomdhasalenders appsiabed

ConverTibeaRdlizstdfeF Refivan cdotdjustertiitlidand#)abmit 626,000 dnansdthasibeyreyiginatedifmaraithan 6 paneertaf the
by adjustment factor:Borrower related plus lender:4.1 loans in thatigrerareaiigha- Rricethahesaia fgoxthere b pRIBE
e B S PSRl RRR5 1aA,  Sepmpesizitanelers haetheen wisadrin NariousaesearchinRiaiesancpublin
by adj usemﬁefhemﬂlsblsothat celnteals were possnble only for  pehiendgliberatinnsendieatnataxT tananidi MBAnKTar@ation
Other ﬂ%ﬁfﬁ& $Uﬁiﬁlﬁﬂé@‘iﬁ)ﬂﬁ0HMENQlﬁtﬁd pluplanderé.4 “low documentation” product§ORShthet

Race a Ofesréh PP gianaesyT Ha® WRIED:
agzsiagégémﬁ S e &@é@%@%ﬁﬁ%ﬁ%ﬁeﬂ Sl oA LA
Governfaemﬂsacmmwemﬂmmg;ég@ﬂm@ aeidaice, ¥AVD Af dAFAPaTtY. @RE: IpfesMationoPnyi %P@%af@@

by adju at interest rate on the loan was adjustable or fixed
Govern %% nléf ang not be J
incidend&EHYIA %@Eﬁ@ﬁr

fedyr-an whether—underwriting for the loan waived certain

Converﬂi@n ﬁtﬁrs'fﬂepf&éf@&@@’ﬂ@uiﬂb@mfiﬂw ictiflodins: 15op31|f|cat|ons by the borrower (that is, whether the
Convengignaty ..: it SUnaHLISES ﬁﬁ@fﬁa%élf'ﬁ foan was a "low documentation” product), whether

gon\ée A e nj it ,-;.' S“Berrower  the loan carried a prepayment penalty, and whether
y adju ron gtowe Univer- the loan was originated through a broker. Unlike the
Ius Ig{%

Conver@i@3s i Wl i eRHRE iated: A _
by adjustment factor:Borrower relate er:4.3 HMDA data, the CRC data are not disaggregated

ther:Number of higher priced loans:5, 197
Other:Unadjusted mean spread6.5 Other: Adjusted incidence,
by adjustment factor Borrower related:6.3
Other:Adjusted incidence, by adjustment factor Borrower related plus lender:6.2
Race and ethnicit Natlve Hawalian or other Pacific Islander
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13. Loan pricing by eight sub prime specialists, conventional ffirst-liem loans on @wner-occupied
one- to four-family homes, by type of loan and by selected race and ethnicity of borrower, 2004

A. Unadjusted and adjusted incidence of higher-priced lending

Percent except as noted

Heading row column 1 Race and|ethnicity
column 2 Home purchase:Numberofloans
column 3 Home purchase:Unadjy sted incidénce
column 4 Home purchase:Adjusted incidence,
by adjustment factor:Borrower related
column 5 Home purchase:Adjusted incideng
by adjustment factor:Borrower related plus

HMDA ?redlt factors column efinanice:Number of loans
umn 7 Re Inance: Unadjusted I’]CI ence

COIUI T 0 F\CI mhanice. I"'\UJUDI.CU i IUCI LT,
by adjustment factor:Borrower related
column 9 Refinance:Adjusted-ingidence,
by adjustment factor:Borrower related plus
non HiviE Adied ﬁafﬁmrﬁeﬂt‘mldaﬁﬂdl f@Which the application was
Raeemehebhmwwy%?acﬁe@tsﬁdfmm #idag. the sub prime lend-

Hom 1% it ofetdams: ote 49. For method ofatldgationinto
Ho t "iﬂL l; % glélOﬂS of categorles see general
Ho v
rgetown Universit
or: orrower re at’eg%%% y

b
%mejupsl#n%#ﬁ%ﬁ%%? Md%%%%@ 4\PR spreads for higher-priced loans

E{Y s non Aef RIS ROMRIE FEFeRt EO P83, 9

nnance N T
Htgm thpigity
Qn maj Qﬁ%td'etﬁﬂe,ebt?&gg BGrrower related:81.9

@D

&t@majnyf 3hei JUBIR:

fbék/é'tqm ted
b éstmﬁet g] m\nﬂiﬂ%}j@
b t ﬁg ealcp! it incidenc
jHe Rﬁ%ﬂ@ﬂﬁ%ltrbtﬁgu an e Q%QZE%) Oé{;ﬂrr?g@ﬁr@‘iﬁgé./ﬁﬁﬁmt%d incidence,

co o/ ATHA ﬂa h\l adiustment factor-Borrower
MePeF F OB OHOWEY

cotemrd Mekin e{mw@dzm eni8.83.
b m@m % e
&nB@l en@w nce,

b 3 NENE 186103 QLIQwer refated: 78.8
NoR Agijiistagtinsieed dwading row’

Ragg ad (BB o AFEICRE! Gplgéfhon HMDA credit factors:80.9
Hmaedanchegeiityives ed-tigher ugfeeloans:5,463

",' mzﬂ%ﬂg the analysis of  blacks and Hispanic whites—and for non-Hispanic

gibigndprstegethetprtBorrowehitdated:82.9

8ba For pricing outcomes for conventional Affirst-lien
i %ﬁﬁ&%@%%@d” fa%SEﬁe -purchase loans from the eight lenders, as
i dPWner-occupied  adjusted for borrower-related factors (that is, using
#ok otr Botrpwer relgig:8%7HMDA data), the incidence of higher-priced
Sgepong the  lending differs between black and non-Hispanic white
1S Ua manner  bortowers by 1.5 percentage points and between His-
ﬁ%‘;ﬁ gﬁp " e ﬁB@Belo%% J9—that is,  panic white and non-Hispanic white borrowers by
Home a@gtm fast m7 HMDA—and then it 0.3 percentage point (table 13). When additienal fae-
Homeameetm ﬂmt&dﬁdmsiﬁlaf differences by using the  tofs available enly in the CRC data are taken inte

. i rof  @6eeunt, the differences beiween Black and neA-
ayarioTactors  Hispanie white berrowers and between Hispanie
mateoptfmmy white and Ren-Hispanie whiie Berrewers falls absut
%ﬂ%@% ene-third. Fer refinance 1eans, the 1.2 pereentage
il 15t ber E@lﬁt gap beiween Blaek and AeR: Hispanie whiig
by adjlfanafert r%ﬁod@abase was sufficient to allow  BeFreWRES (Ral Femaing after coniralling foF HMPA
R e e s
[-1a \/ e-pul

ﬂ%ﬁ%r AEURE Zt%{m%% Pmsaq%a‘%%yo%roups— Mean APR spreads for Mese 183N produets, oross
Home purchase Adjusted incidence,
E?/ adjustment factor:Borrower related:4.9

ome purchase:Adjusted incidence,

by adjustment factor:Borrower related plus non

credit factors:4.9 Refinance:Number
Mﬁer prcliceda foans 109 524 Re (lenance

i Deda Hisib cckakFade .
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differences across racial or ethnic groups (that is,
differences that exist in the raw, or unadjusted, data)
are de minimus, a fact little changed by adding more
controls from either the HMDA or the CRC data.

These results suggest that an analysis employing
comprehensive information on specific loan products
(for example, different types of adjustable-rate loans)
from specific lenders—information unavailable in the
HMDA or CRC data—would be required to draw
firm conclusions about racial or ethnic differences in
pricing.

USING THE EXPANDED HWIIAA DATH AS A
SCREENRG; TOOL FOR FAIR [LENDING
ENFORCEMENT

Ensuring compliance with the nation's fair lending
laws is one of the responsibilities of the federal and
state agencies that regulate fimancial institutions. For
some time, the Federal Reserve has been using a
statistical analysis system that relies on the HMDA
data to help assess fair lending compliance by high-
volume mortgage lenders. The system identifies
whieh supervised institutions and whieh loan prod:
vets and geographie markets show meaningful diffef-
enees in the denial rates of lean applications by the
faee, sthnieity, of sex of the Berrower and thus wat-
fant greater SHPBrVisery a_ttéﬁtieﬁ-. Th@ §1t_ati§ti@al
ﬁﬁﬁly§l§ SyStef measures difféféﬂééfs} hiil denial rates

iﬁ e8mparing applieations for a speeific 16an produet
filed By applicanis whe difier By raes, étﬂﬂi%iﬁjf 8t
$6x But whe e matehes 8R the basis 8f the fimited
set of liems In the HMPA data. For example, the
analysis ean focus on denial rates of whites, f§Béﬂi€
whites, and Blacks By comparing the denials of appli-
cants From each of tese SrBUps WhS saueht s same
from the same {H8H8[]38 lan afed, and have stilar
IRCOMES, dates 8F 4 gi&ﬁﬂ%ﬂ a0d RHmBer 8t EB 1
%8 158 F3V1 §§8PH lh%ﬂ%%s ?ﬁhﬂ% R Wit g

C ISEO ma{c a@ ICEalEIOH 8%8\\171%\,\7\\5 unn

T G B o 1 ol
improve the statistical analysis system in two ways.
First, some of the new data items can be used to
of loan applications by allowing more precise dif-
ferentiation among loan products. Lien status and
examples because both typically have significant
roles in loan underwriting. Second, the new lean=

10an Product for aBout e same 18an AMSHRL Are
cants IIH he fransaction. The Statstical &Hﬁi?
1CA101)

The expanded data provide opportunities to
refine the existing system of analyzing denial rates
manufactured home designation are prominent
prieing infermation provides oppertunities o expand

the statistical analysis beyond the disposition of
applications to differences in loan pricing. The data
can be reviewed for differences across groups in the
incidence of higher-priced lending and in average
spreads paid by borrowers with loans priced above
the thresholds. The pricing data can also be reviewed
for broader patterns that may indicate fair lending
issues. For example, an institution’s overall lending
activity ean be reviewed to identify geographie varia-
tions in prieing that may be associated with neighbot-
heed faeial of ethiic pepulation charaeteristies. Eaeh
of these appreaches will improve the faif lending
analyses eendueted by examiners.

Screeniing Using the 2004 HMDA Data

As of this writing, the Federal Reserve has modified
its statistical analysis system for fair lending exami-
nations to incorporate the new information available
in the expanded HMDA data. To examine the poten-
tial utility of the enhanced system, we used a stream-
lined version of the system to conduct a review of the
lending activity of the 8,853 institutions reporting
2004 HMDA data. The approach here and in the
earlier sections of this article are related, but unlike
the earlier sections, whieh invelved an analysis of
aggRgAie. patterns that included a eonirel for lender,
this exereise uses the data to identify patieras in the
lending of individuall instikutionNs.

The streamlined analysis starts by evaluating the
statistical significance of differences across racial or
ethnic lines in the unadjusted (or gross) incidence of
denial rates, incidence of higher-priced lending, and
average spreads paid by those with higher-priced
loans for each lender separately. This procedute pro-
duees a series of lender-pioduct combinations. For
each lender-pioduct combination, further analysis
fnatehes each minerity applicant (of berrower) with
non-minority applicants (of borrowers) on the basis
of a variety of factors available in the HMDA data,
inelyding lean product, borrower ineeme and lean
ameunt, geegraphic market (fer example, speeifie
M§§§); and number of applieants (8ne oF mere than
8he):

Adjusted differences are computed by comparing
the denial rates, incidence of higher-priced lending,
and average APR spreads of minorities with those of
the non-minorities matched to them. This procedure is
designed to remove the effects of these other factors
from the calculations of the differences. The adjusted
differences are an estimate of the expected differ-
ences in outcomes if a minority and a non-minority
with the same income, loan ameunt, and number of
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applicants applied for the same loan product, at the
same institution, in the same market.

The streamlined analysis used for purposes of this
article relies on publicly available data as well as data
filed under HMDA that are not subject to public
disclosure (the dates an application was filed and
acted on). A picture of the outcomes of the statistical
analysis system with regard to the analysis of denial
rates or pricing can be conveyed by reviewing the
number of 1oan produets for whieh the system indi-
cates a statistically significant difference between
blaecks and Hispanies (as a aroup) and non-Hispanie
whites in denial rates, iA the ineidenee of higher-
priced lending, eF in the mean differencss in prieing
fer these with Righer-prieedlssastfootnricRABIacH e
streamIiFISBARH BAFOWEESIMEE selacteshinctiizEayr

because thesp, gl qRagralhAshpwet dhergreatestdiffersngss dvot
non-Hispanic, iy tes chpear YRR e reORIned KAy ficient

numbers
category

for,2 {eanipgiy stalipycabGamRRISYoig  EHizRAMG-
Hserk here dncldes-alRarsowers dasignaied: s fispania

regardless qf theirraces This defitgndifiersiram hatused,in ha
previousseCHiR. MCaEstISIes b @kewrxtofedéasaﬂ@%fp

Hi’éb%lﬁts%'ﬂﬁ% eBE!rISQJBPt Nehe 13 265URAhERE
BY& P q%ﬂ‘ﬁ Pdﬁs'szoli.‘l %aex! eﬁﬁ%fteﬁﬂ BPA%%
a ZHi
e %wsg?& p& Wﬁ %?&mote
51 The e| e as those portrayed |
table9wnél e o§fca ons addln reflnance home-
|mprovemen lrs(% I|<lens tqlfbe manu ac]tt}?g 0L?§|rr? y ? aeeanoﬁllé
2 combl

products an

loans. Combl i

purpose o
Reserve's stat
cal to tho

Sdp ﬁs
%;:E??d iyl 6u e e
affect the act 135[% ?N% 'ca U Ktfro é?g%%
always matcREGHIERAR- ﬁ%ﬂ?é&&@‘?ﬁé

Q! m% Vc% comgligaé'ijcr)]ﬁor

ei@aneal[‘ng ?ﬁ
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same product as_deﬁned_usmg aII the mformatlon available in HMDA.
Transition-period applications were used in the denial-rate compari-

son but not in the comparisons for pricing end footnote)

In total, there are 13,260 lender-product combina-
tions for the 8,853 HMDA reporting institutions that
have at least one black or Hispanic borrower who can
be matched (for comparison) to at least one non-
Hispanic white borrower. Of the 13,260 lender-
product combinations, 2,418 have at least fifty black
or Hispanic borrowers and at least fifty non-Hispanic
white borrowers, numbers that provide a more mean-
ingful basis for comparison.

For the black and Hispanic group and the non-
Hispanic white group, we have calculated, for the
13,260 lender-product combinations, the distribution
across the categories of the statistical significance
of three indicators—the difference in denial rates
(table 14), in the incidence of higher-priced lending
(table 15), and in the mean spreads for loans above
the threshold (table 16). We differentiate between
situations in which the black and Hispanic group has

an indicator (denial rate, incidence of higher-priced
loans, or mean spread) that is greater than that for the
non-Hispanic white group and situations in which an
indicator is lower for the black and Hispanic group
than for the non-Hispanic white group. Differences
are presented in two ways: (1) as the distribution of
the statistical significance of the unadjusted rate or
ineidenee and (2) for each unadjusted category, as the
distribution of the statistieal significance that remains
afier the statistieal analysis system has been applied.
The categeries of statistical significance are, from
highest to lewest level ef significanee, 1 pereent,
§ pereenit, 10 peresit, and net statistieally significant.

Denial Rates

Of the 13,260 lender—product combinations, 3,075,
or 23 percent, are those in which the minority group
has an unadjusted denial rate that is different from
that of the non-Hispanic white group by a statistically
significant amount. In almost all of these cases, the
black and Hispanic denial rate is highet, although the
reverse holds in 4 percent of the cases. Eleven pef-
cent of the lender-product combinations show a sta=
tistically significant difference in denial rates after
the matehing proecedure is employed (6 pereent at
the 1 pereent significanece level), and enly 2 pereent
of the 11 pereent show a lewer denial fate for blaeks
and Hispanies.

Incidence of Higher-Priced Loans

Of the 13,260 lender—product combinations, 1,148, or
9 percent, have a statistically significant difference
between the minority and non-minority groups in the
unadjusted incidence of higher-priced lending. Most
of the significant differences show a higher incidence
for the black and Hispanic group, although about
8 percent show a lower incidence. Employing the
matehing proeess to control for differences in income,
lean amount, and other HMDA factors reduees the
number of statistically significant differences by mere
than ene-half: Of the lender-produet combinations
that are statistieally significant af the 1 pereent level
when unadjusied differensss are evaluaied, fewer
than ene-hakt (2 peresat ef the tefal AUmBEE of
lender-preduct eemBbinations) are §E§H§H€§11X signifi-
eant at the 1 pereent 1evel after adjustment. A similar
feduction oeeurs in e nymBer of lspders wiih &
lsast one 19an product with 2 siatistically signifi-
cant minsHEy-ReRminRRY difference—ihe fHQIEHlH%
EEBE%EM% feduees the AumBer of lenders aMos
6 Percent (data not shown IR fables):
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14. Distribution of the difference between denial rates on applications by black and Hispanic applicants as a group
and such denial rates for non-Hispanic white applicants, by lender-product combination, 2004

Percent except as noted

Heading row column 1 Type of u
column 2 Number of lender-prod
column 3 distribution of percental
after adjustment:Black and Hispa
and difference is statistically sign
column 4 distribution of percental
combinations after adjustment:Bl
is hlgher and dlfference is statlstl
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mean spread for at least one product also falls about
60 percent when adjustments are made.
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M§§t5@§%ﬁaqwsgalqwg@,§ﬁﬁ@ad gt the minGFty and non-minority papyiatiens served
rateﬁembjﬁekermdumggaﬂaas shnstinapeiopifsianstcally  BY HHe 18RMsF:

by dgg d@"@@ﬁi@[ﬁ Ut We emphasize that the Federal Reserve's statistical

L@ SF A AR
Sie g thgoHl gémpgdﬁfggeem analysis system is only a screening tool. The HMDA

phie
Black and Hispanic denlal rate is hlgher and difference is statistically
significant, by degree of significance:1 percent.0.7 distribution of
percentage of lender-product combinations after adjustment:Black

and Hispanic denial rate is higher and difference is

statlstlcally 5|n|f|cant by degree of significance:1 percent5 percent5 7
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15. Distribution of the difference between incidence of higher-priced loans for black and Hispanic borrowers as a group
and the incidence for non-Hispanic white borrowers, by lender-product combination, 2004

Percent except as noted

Heading row column 1 Type of uﬂtadjusted dlfference
column 2 Number of lender-product combinatiensbefere-adjustment
column 3 Black and Hispanic denjal rate is higher and
difference is statistically significant, by degree of
significance:Distribution of perce 1tage of lender-product
combinations after adjustment:1 percent
column 4 Black and Hispanic denjal rate is higher
and difference s statistically significant, by degree of
3|gn|||cdrrce Distributionof perce Ildge of
lender-product combinations after| adjustment:5 percent
column 5 Black and Hispanic denjal rate is higher and
difference is statistically significant, by degree of significance:
Distribution of percentage of lender-product combinations
after adjustment:10-percent -~
column 6 Distribution of percentar%e of lender-product
combinations after adjustment:Difference is not statistically significant
column 7 Distribution of percentage of lender-product
combinations after adjustment:Ngn-Hispanic white incidence is higher
and difference is statistically significant at least at the10 percent level
column 8 Distribution of percentage of lender-product
combinations after adjustment:Total end heading row
Tvpeof ||nnr'||||:fpd difference:Rlack and HIQI"\QHIP incidence
is hlgtt@'fandxehfﬂﬁerteneeolsmstwaﬂyss n¥ficarE application was
b ) m eg %f' '0" ifp&hﬁ’@e q]sl_] e epirfpctors and the racial and ethnic cate-
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SDtat{ﬁ 'ﬂﬁ@%ﬁﬂéﬁ‘e 'fll‘ié Cdfe manipu-  conduct the analysis and tailor it to the specific
afltz %né%%%gé ! lar  circumstances relevant to the institution in ways that
rate BPMdBaRkAY fﬂéﬁ@i@dmdmmﬁllpm hifiasis of a  reflect the institution’s product offerings, its com-

by degutti i sétbfiféconaesisdiing ttﬁth@ s@lﬁon of pliance risk-management systems, and the Federal

IBeIrlldgl% é’@?’% Bﬁﬁ@% gjtﬁf%slggj? E%ﬁa‘%ﬁ %1&% Reserve's overall supervisory experience with the

is stéﬁﬁ@&illlj cifcum-  institution. Thus, the system used as a screening tool
Dlstlstaﬂeee : mltdﬂﬂ@@hdlltmnnbfnﬂatus of  to analyze fair lending compliance for a particular
afteradi ustRanin 0 i :5 € t institution is more complex than the streamlined
of le proglL . e .
isn ét ayeai\ng analysis used in this article.
rcétﬁ%@ a rt@i@éﬁ@ﬁﬁtﬁ@ﬁ@dﬁwmrﬁrﬂﬁ If an institution is targeted for more-intensive
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statr . . o . .
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ftﬁ@ ; §aenﬁynmmsaﬁnmwtraee§ cedures; gathering additional loan-level data, such as
tc B@Eﬂ@ﬁ ef  credit scores and loan-to-value ratios; performing
detailed reviews of loan-file data; and conducting
interviews with current of past bank personnel of
borrowers. The follow-up can be integrated into the
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Drstrahdt srpxamitt tﬂndmpwdmammtdmeatlensew agencies is under way. The Federal Reserve is shar-
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16. Distribution of the difference between mean APR spread of prices for loans above the threshold for black and Hispanic
borrowers as a group and the mean spread for non-Hispanic white borrowers, by lender—product combimnatiom, 2004

Percent except as noted

Heading row column 1 Type of unadjusted difference

column 2 Distribution of percentage of lenderrpreduct

combinations after adjustment:Nyumber of lenger-product
combinations before adjustment
column 3 Distribution of percentage of lenderrproduct

combinations after adjustment:Black and Hisgafie———
denial rate is higher and differenge is statistically significant,
by degree of significance:1 percent

combinations after adjustment:Black and Hlspanlc denial
rate is higher and difference is statistically significant,

by degree of significance:5. percent

column 5 Distribution of percentage of lender-product
combinations after adjustment:Black and Hispanic denial
rate is higher and difference is st tlstlcally significant,

by degree of significance:10 percent

column 6 Distribution of percent
combinations after adjustment:D
not statistically significant
column 7 Distribution of percent f(‘%e of lender-product
combinations after adjustment:Difference is not

statlcfmnll\/ significant:Non-Hispanicwhite mean :nrnnr‘l

f(‘%e of lender-product
erence is
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Meeﬂ;?ieﬂ: With the e

ences. Supervisory experience shows that these dif-
ferences frequently arise in institutions that employ
discretionary pricing programs. Lenders who indicate
to examiners that pricing differences are the result of
either (1) the use of discretionary pricing to adjust for
varied market factors, such as a competitor’s pricing
of individualized credit-risk or pricing-related factors
not encormpassed in a rate sheet, or (2) differences in
the extent to which borrowers negotiate for the best
available pricing en their leans sheuld expeet to be
asked to provide credible evidence to suppert sueh
explanations. Sueh evidenee eeuld inelude contem:
peraneeus deeumentation from lean files, eredible
statements By partieipating lean persennel, and Aen-
diseriminatery ynesrwriting pelieies and prossdures,
sHeh a8 internal audits of diseretisnary prieing BQE
fefas o Halning that fecuses oA & 1ean efficers
fesponsibility 18 aveld selfing pricing Overages
according 10 ihe percelved stsceptibility of & given
G8HP I8 SHER BriCIng:

A particularly complex arena in which evidence of
pricing differences may arise involves institutions
having multiple loan origination channels, particu-
larly channels that involve indirect loans (for exam-
ple, those supplied by brokers or wholesalers). These
channels can include multiple origination sources
within a particular institution, including the institu=
tion’s own loan officers along with those of its affili=

81

g 3?( i ates of subsidiaries, as well as indireet lending in
age of Iender product comblnatlons after adjustment:BMEWER an institution eriginates loans referred o it by
siabpfiqally brokers e lean correspondents of purehases leans er

poels ef leans frem unaffiliated, third-party eFigina-
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tors. Such channels can encompass significant variety
in the nature of the relationships between a given
lender and the affiliates, brokers, or third-party origi-
nators that deliver loans to the lender. Indeed, such
relationships may range across a spectrum from a
prime-rate lender that also operates a sub prime busi-
ness in the same geographic market through a direct
subsidiary to a regional bank in one section of the
country that makes fully “arm’s length” purehases of
closed loans from an unaffiliated mertgage company
operating selely in a different area.

From a fair lending perspective, a lender whose
different channels of lending serve either borrowers
or geographic areas that differ by race, ethnicity, or
other prohibited characteristic is likely to be further
reviewed. That will certainly be the case if these
different channels produce loan pricing that also dif-
fers by race, ethnieity, or other prohibited character=

applicable fair lending laws and may face adverse
effects on its reputation.

HOZPA Eiforcement

For the agencies that evaluate compliance with
HOEPA, the expanded HMDA data provide the first
opportunity to readily identify which lenders extend
home loans subject to that law and to measure the
extent of their involvement in such lending. The new
information also provides examiners with the data
needed to efficiently select samples of loan files for
review. The data can also be used to examine patierns
of HOEPA-related lending across borrowers and
neighborhoods, arfayed by their racial and ethnic
profiles. Sueh analysis may reveal pessible fair lend-
ing issues and may indieate communities where credit

istie(foomota A2Ehesxpanded H MR tatacandlelised trougBBUAseling aetiviiies eauld Be targsisd.

ditferigntiathannel situations will turn on complex fac-

The Federal Reserve's statistical analysis system

the prigina@figRdpstitntiarsuefaihipneing-oper diansdramdhe
pricing;ofslaangiehtaned e obegt ciainelsdty aAMPRLIGIR
locationg.of berigweypwithdhadosations pismip iR 8856sR
ment areas, }RESAURIS 27 SRS RSSATSMERRrEIaEa Ma
likely to fisy6iRESD HIAGHM PRIRHBAr DHREPHSTRAEINAYER RIRAL
{hdiregien el sepAIRAUNIIR AN pisiYARYY1sOT didi tyIRALNg

has been augmented to include several screens to aid
HOEPA-related enforcement. These screens include
the identification of HOEPA loans that are potentially
unaffordable given a comparison of the applicand’s
income and the estimated monthly loan payments,
the identification of loans with APR spreads that

salers), the lender’s business or econGRAPHASKE iR
Hﬁéﬂﬁfﬁ RARDG LIS IHRHENS LR N 21 CalP Pleafacs
Wl anatisssibaharsrraydndiihgsrare of this article.
It s, SYificient &9 Nofmingre HrtnseRluerr e il

would appear to have triggered HOEPA coverage but
were not reporied as sueh, and the caleulation of
differences across faeial and ethnie groups in the
ineidenee of HOEPAIeagdnggfootnotes3
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procedures and actual practices. If, after conducting

an examination, there is no crediblenon- dISCFImlifP'piS @%E@sﬁ%ﬂ@&ﬂ JRBd”ﬁ quﬁ%%é@?%%ﬁggrs will

consider what supervisory action will be appropriate
to address the issue. Moreover, a lender that cannot
account for differences in pricing across groups may
also be exposed to private rights of action under

asshmesaviemate thivea ag end footnote)

In 2002 the Federal Reserve Board amended its
Regulation C to expand the types of information that
lenders covered by HMDA must disclose to the pub-
lic about their home-lending activities. The amend-
ments are intended to improve the quality, consis-
tency, and utility of the reported data and to keep the
regulation in step with recent developments in home-
lean markets. Data reported for 2004 are the first to
reflect the changes in the reperting rules.

‘As anticipated, the expanded data provide new
opportunities to assess home-lending activity. Newly
available information on lien status and on whether a
loan is for a site-built or manufactured home, as well
as more uniformity in the information on home-
that are

evant tO e current stal
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market. Most prominently, the new information pro-
vides the first publicly available loan-level informa-
tion on loan pricing in the higher-priced segment of
the home-loan market, a segment that was virtually
nonexistent a decade or so ago but is now an impor-
tant part of the overall home-loan market.

This article presents an analysis of the 2004
HMDA data. The analysis is conducted with the
national HMDA database and is designed to provide
an understanding of the overall patterns in the data
rather than patterns that pertain to any individual
market or lendet. Much of the presentation focuses
on the new items in the data. On balance, the analysis
suggests that the information on lien status, manufae=
tured homes, reguests for pre-approval, and refined
produet definitions provides a mueh ifmproved basis
for deseribing lending activity and the dispesition of
applications fer eredil. Mueh of the initial publie
review of ihe data will, hewever, undeubiedly feeus
en lean B_H@lﬁ% and partieularly en the ineideneg ef
higher-prieed Iending and the eemparisen ef priess
pald By Berrewers greuped By raee, sthnieity, and
SeX:

The most likely initial public focus will be on the
incidence of higher-priced lending among minorities
(particularly blacks) and among non-Hispanic whites.
In the raw data, the differences between these two
groups in the incidence of higher-priced lending are
generally more than 20 percentage points for various
loan produets. Our analysis shows, however, that
more than two-thirds of the aggregate difference in
the incidenee of higher-priced lending between black
and nen-Hispanie white bBorrowers can be explained
By differences in the greups’ distributions ef ineome,
lean ameunts, other Berrower-related eharacieristies
ineluded in the HMDA data, and ihe eheiee of Iendsr.
Further, analysis at the level ef individual lsnders
siggesis that abeut 2 pereent of the 8,853 lenders
eovered By HMPA exhibiied a statistically §1%mﬁ:
eant differsnce 1A the incidenes of higher-priced 1oans
Between Black and Hispanic BOHOWSE, oA the gne
hand, and nen-Hispanic while BOFrowers, on e
OHher, after accounting for factors inelyded in the
HMBA dala:

Thus, we see a sizable narrowing, at both the
aggregate and institution levels, in the unexplained
differences in the the incidence of higher-priced lend-
ing between minority and non-minority groups. This
narrowing suggests that controlling for credit-related
factors not found in the HMDA data, such as credit
history scores and loan=to-value ratios, might further
reduce unexplained raeial or ethnic differences.
Whethet controlling for such additional facters will
completely account for all remaining differences is

unclear. In that regard, our collaborative study with
the Credit Research Center on the lending activities
of eight large sub prime lenders, reported here, sug-
gests that controlling for credit-related factors not
included in the data can make a difference. Our
analysis demonstrated that for some products the
racial or ethnic differences were fully accounted for,
whereas for other produets, unexplained differences
refained. Clearly, reaching convineing conclusions
about whether institutions treat individuals differ-
ently en a prohibited basis requires nsttution-
speeifie analysis.

Hence, our analysis strongly indicates that the raw
data alone can lead to inaccurate conclusions, which
in turn may be unfair to particular institutions and
may lead to unnecessary restrictions on the availabil-
ity of loans to less-creditworthy applicants. Risk-
based pricing has greatly expanded the availability of
home loans to borrowers who, because of weaknesses
in their credit profiles, had previously been nable
to gqualify. 1t would be unfertunate if unwarranted
accusations of illegal bias, stemming from improp:
efly analyzed pricing differences, discouraged
lenders frem partieipating in this segment of the
fRarket.

The primary responsibility for ensuring compli-
ance with fair lending laws falls on lenders. HMDA
data may help lenders analyze and monitor their
lending patterns. In addition, the regulatory agen-
cies use the data for screening purposes to identify
individual lenders that warrant heightened scrutiny
regarding their loan-pricing activities. Where war=
ranted, such reviews include gaining a fuller under-
standing ef the institution’s lean-prieing practices,
analyzing lean:level data, and interviewing appropri=
ate persennel to determine whether prieing diffef-
enees identified threugh the HMDA sereening pre-
68ss are explained by eenirolling for these additional
data or By other ebiective factors:

To improve its fair lending examination capa-
bilities, the Federal Reserve has modified its sta-
tistical analysis tool to use the new data to screen
institutions for significant differences in lending out-
comes across borrowers grouped by race, ethnicity,
of sex. The Federal Resefve has already applied this
expanded statistical management system to many
of the institutions it supervises. It has alse contacted
these institutions that exhibit relatively large prieing
differences to learn more about their lending prac-
tices and te improve its eompliance eversight. Mere-
ever, a review of the 2004 data by ether apensies
is under way, and the Federal Reserve is §H§Hﬁ_%_ the
S6FeeRINgG procedures with sther ageneies to faeiliiaie
their efferis:
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Institution-specific evaluations, which are not pos-
sible with the HMDA data alone, are essential to
determining whether loan-pricing differences in fact
reflect discriminatory treatment of minority groups.
However, the aggregate data can nonetheless provide
valuable, broader insights into the experience of stich
groups in the home-loan market. For example, black
and Hispanic botrowers taken together are much
more likely than non-Hispanic white boerrowess to
obtain credit from institutions that repert a higher
ineidenee of higher-priced loans. On the ene hand,
this patiern may be Benign and reflect a serting ef
individuals inte different market segmenis By their
eredit charaeteristies. OR ihe other hand, it may Be
sympiomatic of a mere serieus issus. Lenders that
fepert & Iswer ineideneg of Bigh@f prieed produeis
fay Be either 16ss willing of less able 6 serve MinsE-
{ty nelghborieeds. Mere HBHBHB@B these paiterns
may stem, at least 1A part, ffOM BOHBWRR BeIAg
steéred 18 lenders 8 {8 19ans that offer Righer prces
than the cregit characteristics of ihese BOHBWRE waf:
fant: Reaching accurate deferminations ameng fese
alisrnative B8§§1818 BHIEAMES 13 8{18 goal 8f EHS
st swmaﬂ § StEMm: M%E%%‘G%% We HOpe hat FtyE

MBA daid will f8¥8
1ﬁ§1§ﬁ£§ that ﬂﬁasﬂ §Bf888§§ P

APPENDIK: ENAPNCHD DXTA ON PRIVATE
MORIGHEH: INSURANCE

Historically, mortgage lenders have required prospec-
tive borrowers to make a down payment of at least
20 percent of a home's value before they will extend
a home-purchase loan. Such down payments are
required because experience has shown that home-
owners with little equity are substantially more likely
to default on their mortgage. Private mortgage insur-
ance (PMI) emerged as a response to both creditors’
coneerns about the elevated credit risk of lending
backed by little equity in a home and the difficul-
ties that sofme eonsumers encounter in Accumulating
sufficient savings (o feet fequired down-payment
and elesing essts:

PMI protects a lender if a borrower defaults on a
loan: It reduces a lender's credit risk by insuring
against losses associated with default up to a contrac-
tually established percentage of the claim amount.
The costs of the insurance are typically paid by the
borrower through a somewhat higher interest rate on
the Joan.

In 1993 the Mortgage Insurance Companies of
America (MICA) asked the Federal Financial Institu-
tions Examination Council (FFIEC) to process data
from PMI companies on applications for mortgage
insurance and to produce disclosure statements for
the public based on thedasaffootnateBAFDURdadindNg,
mirror the typMIGA isfbentradenssotiatior dobihd Bl
dustrycide byl EDVPreparesshisclasrestatasentsefarMI
companies do not receive all the informatiGACAbfihea
pMLgenipaRiesah he statamentsieavaiiakle at iisurance
coverage, some HMDA items are not ifQIRIaEinease
quarters:Ah each GoMRRAY:ANd Rhd BRI SeRABIAR:ITON,
requests for pre-approval, and HOEPAa§hMSAnie
wiush ¥ RA a2 apd helgh(f he central depository also

For 2004 the seven PMI companies thaf'Q/&5c2085%:

gate dat foe aththe &ML camprpifsactivsinbal Maa ©
the FFIEC through MICA. In total, these o additien
theEMbdatpareigvalable fiom tsdirdeidResV eingur-
ance: 1.3 million to 1nsure m%ﬁ&qiggafgaﬁgﬁfgﬂﬁs

HM%&@'%’EF%EHIE G Qi ﬂtﬁﬁges
for reﬁnan01 ex1st1n mortg a 593
g}ﬂg&%&éﬁerﬁéﬁ S ! g& E'éiﬂ %‘fbﬁléttﬁﬂp'i’%a £0fis

: roﬁ%{?\/e PP itk ﬁfé{eu rif] ﬁHﬁQr&liﬁa%%&
A e

rticu ar toan: pricing in orm ation,
ré)&)uests for pre-approval, and HOEPA status are
unavailable in the PMI data.

For 2004 the seven PMI companies that were writ-
ing private mortgage insurance submitted data to
the FFIEC through MICA. In total, these companies
acted on nearly 2 million applications for insur-
ance: 1.3 million to insure mortgages for purchas-
ing homes and about 650,000 to insure mortgages
for refinancing existing mortgages. PMI companies
approved more than 90 percent of the applications
they received. Approval rates are high because lend-
ers are familiar with the underwriting standards used
by PMI companies and generally submit applications
for insurance only if the applications are likely to be
approved.
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