Barriers to
Building Generational Wealth:

MORTGAGE
LENDING Disparities

in Delaware County
September 2021

DELAWARE VALLEY

edvrpc

REGIONAL
PLANNING COMMISSION



-
-

Bucks

Wontgameny

Philadelphia
Delawarg | Burlington

Camden

L. - @ 1 cioucester
Pl Ve

The Delaware Valley Regional
Planning Commission

is the federally designated
I\fletropn{itan Planning ___aniLation
Greater Philadelphia region,

ate Compact

'IHT'IOF'I'“'\J&“dm‘I of

t,he:tpr Dplaware Muntgumer'.f

Philadelphia counties, plus the City of
Burlington, Camden, Gloucest
A ounties; plus the ¢

Camden and Trenton, in New JF‘FbP”

DVRPC se strictly as an advisory
agency. Any planning or d
Pumepts as prepared by DVPP<

engineering (
analysis. Actual authority for
out any menmJ pro
solely wrnh the :

| mwmnments or

autf that have the primary
responsibility to own, manage or

ain any transportation facility.

DELAWARE VALLEY

edvrpc

PLANNING COMMISSION

DVRPC's vision for the Greater Philadelphia Region
is a prosperous, innovative, equitable, resilient, and
sustainable region that increases mobility choices

by investing in a safe and modern transportation system;
that protects and preserves our natural resources while
creating healthy communities; and that fosters greater
opportunities for all.

DVRPC's mission is to achieve this vision

by convening the widest array of partners to inform and
facilitate data-driven decision-making. We are engaged
across the region, and strive to be leaders and innovators,
exploring new ideas and creating best practices.

TITLE VI COMPLIANCE | DVRPC fully complies with Title Vi of the Civil Rights Act of 1964, the Civil Rights Restoration Act
of 1987, Executive Order 12898 on Environmental Justice, and related nondiscrimination mandates in all programs and activities.
DVRPC's website, www.dvrpc.org, may be franslated into multiple languages. Publications and other public documents can
usually be made available in alternative languages and formats, if requested. DVRPC's public meetings are always held in
ADA-accessible facilifies, and held in transit-accessible locations whenever possible, Translation, interpretation, or other auxiliary
services can be provided to individuals who submit a request at least seven days prior to a public meeting. Translation and
interpretation services for DVRPC's projects, products, and planning processes are available, generally free of charge, by calling
(215) 592-1800. All requests will be accommodated fo the greatest extent possible. Any person who believes they have been
aggrieved by an unlawful discriminatory practice by DVRPC under Title VI has a right to file a formal complaint, Any such
complaint must be in writing and filed with DVRPC's Title VI Compliance Manager and/or the appropriate state or federal agency
within 180 days of the alleged discriminatory occurrence. For more information on DVRPC's Title VI program or fo obtain a

Title VI Complaint Form, please visit: www.dvrpc.org/Getinvolved/TitleVl, call (215) 592-1800, or emall public_affairs@dvrpc.org.

DVRPC is funded through a variety of funding sources including feaeral grants from the U.S, Department of Transportation's
Federal Highway Administration (FHWA) and Federal Transit Administration (FTA), the Pennsylvania and New Jersey departments
of transportation, as well as by DVRPC's state and local member governments. The authors, however, are solely responsible for
the findings and conclusions herein, which may not represent the official views or policies of the funding agencies.
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Definitions of Key Terms

An individual applying for a mortgage.

Mortgage applications reported by mortgage lending institutions, includes all types and purposes.

Property owned by the applicant and used to secure a mortgage. This property is forfeited if the loan
goes into default. Collateral is also one of ten possible reasons for an applicant to be denied, and one of
the four most frequent reasons for denial within Greater Philadelphia. This type of denial would occur if
the value of the collateral (the home) was assessed at a value lower than the value of the mortgage.

The cities of Camden, Chester, Philadelphia, and Trenton.

Mortgage lending institutions may deny due to a poor or insufficient credit history. Thresholds for denial
may vary between mortgage lending institutions as well as mortgage loan type and purpose. Credit
History is one of ten possible reasons for an application to be denied, and one of the four most frequent
reasons for denial within Greater Philadelphia.

The share of an applicant’s income that goes towards paying for debt obligations each month.
Acceptable Debt to Income Ratios may differ between lending institutions, and by mortgage loan type
and purpose. Debt to Income Ratio is also one of ten possible reasons for an applicant to be denied,
and one of the four reasons most often provided for denial within Greater Philadelphia.

The explicit refusal by a mortgage lending institution to lend financing to an applicant.

Following regulatory changes that went into effect in 2006, some mortgage lending institutions were
required to provide a reason for why an applicant was denied. Although there are ten possible reasons
for denial, this report focuses on the three most common reasons: Collateral, Credit History, and Debt to
Income Ratio.

Refers to applications where the mortgage lender locks in a rate for the applicant, but for any number
of reasons (some of which are outside the lenders’ control) the application does not ultimately end in an
origination nor a denial. This report does not focus on mortgage fallout given that there are unknown
factors that may lead to a fallout, and that this outcome does not make up a significant share of all
outcomes.
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Racial Wealth Gap

Wealth that is passed from generation to generation, including real estate assets.

Disparities in wealth within the population that are passed from one generation to the next, which have
the ability to impact subsequent generations’ educational attainment, employment prospects, and
even physical and mental health.

Used in this report to refer to the specific year in which unsustainable mortgage lending practices
led to the collapse of the housing market and a prolonged economic recession known as the Great
Recession.

Enacted in 1975, the Housing Mortgage Disclosure Act (HMDA) requires that information regarding
mortgage lending practices be reported by financial institutions and made available to the public. This
report presents findings from an analysis of HMDA data from 2004 through 2019.

Providing a reason for denial is optional for exempt mortgage lending institutions. These denials are then
reported as missing a denial reason. The list of exempt institutions has been revised several times in recent
years, the details of which are beyond the scope of this report, but the list was significantly shortened by
regulations that went into effect on January 1, 2018.

In this report, the term refers to the specific agreement between an applicant and mortgage lender where
the lender agrees to lend money to the applicant for the purchase, refinance, or improvement of a home.

A financial institution that lends mortgages.

The result is the execution of a mortgage between the mortgage lending institution and the applicant.

Disparities in wealth within the population that exist because of race and/or ethnicity, with ramifications
similar to that of the generational wealth gap.



Table 01: Originations per 1,000 People (2019)

25 25
17
13 I

All Races and Black Hispanic White
Ethnicities

Sources: U.S. Census Bureau American Community Survey, Five-Year Estimates
2015-2019; LendingPatterns, 2019; and DVRPC.
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Summary of Findings

Mortgage applications have been declining in Delaware County
since at least 2004, whereas the applications did not peak

at the regional level until 2005. Since their respective peaks,
applications have declined by 54.5 percent in Delaware County
and by 55.2 percent for the region.” Applications from Hispanic
and White applicants in Delaware County have also been
declining since 2004, and are down by 13.3 percent and 50.7
percent, respectively. However, applications didn’t peak for Black
applicants until 2006, and they have declined by 56.6 percent
since that time.

As shown in Table 1, in Delaware County there were 25
originations per 1,000 people in 2019, compared to 26 for the
region as a whole. That number is 13 within the Black population,
compared to 11 at the regional level, and 17 within the Hispanic
population, compared to 13 for the region. Conversely, in
Delaware County there are 25 originations per 1,000 people
within the White population, which is equal to the regional level.

On average since 2004, 21.9 percent of applications were denied
in Delaware County, compared to denial rates of 36.1 percent,
27.3 percent, and 18.1 percent for Black, Hispanic, and White
applicants, respectively.

1. A report on mortgage lending disparities across Greater Philadelphia was published in
April 2021, and presents findings from a similar analysis at the regional level.



In Delaware County, Black applicants are denied at significantly higher rates on
average compared to their White counterparts, whereas Hispanic applicants are
denied at moderately higher rates.

36.1%

of Black applicants in Delaware County were denied on average between 2004 and 2019, which
accounted for 19.7 percent of all denials. However, Black applicants only accounted for 11.9 percent
of all mortgage applications during this same period.

27.3%

of Hispanic applicants were denied on average during that same period of time. This represented 2.2
percent of all denials, while Hispanic applicants only represented 1.8 percent of all applications.

18.1%

of White applicants were denied on average between 2004 and 2019. Although White applicants
accounted for 63.5 percent of all applications, they only accounted for 52.0 percent of denials.



Table 02: Total Applications (2004-2019)

:Housing Crisis
: of 2008
50K :
45K
40K
’ 54.5%
35K fewer applications in === All Races and Ethnicities
2019 compared to
30K the 2004 high. | - Black Applicants
25K - Hispanic Applicants
20K — White Applicants
15K
10K
e %dvrpc
2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 Source: LendingPatterns,
2004-2019.

Applications

As shown in Table 2, applications have declined since at least 2004, when 52,833 mortgage applications were submitted, which
represented 9.3 percent of all applications in Greater Philadelphia that year. Heading into the Housing Crisis of 2008, applications

fell significantly, before falling to an all-time low in 2014 at 15,920 applications (9.7 percent of the regional total). In 2019, there were
24,051 applications, which was 54.5 percent fewer than in 2004. This represented 9.5 percent of all applications in Greater Philadelphia
in 2019. Since 2004, applications are down by 45.9 percent, 13.3 percent, and 50.7 percent for Black, Hispanic, and White applicants,
respectively. However, applications from Black applicants did not peak until 2006, and total applications from Black applicants are down
by 56.6 percent since the peak. In 2019, Black, Hispanic, and White applicants in Delaware County accounted for 11.0 percent, 5.0
percent, and 9.9 percent of the regional total for each demographic group. Totals by race and ethnicity can be seen at the census tract
level in Figures 1, 2, 3, and 4 on the following pages.



Figure 01: Total Applications, by Census Tract (All Races and Ethnicities, 2019)
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Figure 02: Total Applications, by Census Tract (Black Applicants, 2019)
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Figure 03: Total Applications, by Census Tract (Hispanic Applicants, 2019)
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U.S. Census Bureau, 2010.

1.5 3
w1 Miles



Figure 04: Total Applications, by Census Tract (White Applicants, 2019)
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Table 03: Originations as Share of Total Applications (2004-2019)

70%
60%
=== All Races and Ethnicities
50% | =" e T T L e Black Applicants
+ Hispanic Applicants
40%
—— White Applicants
30% Greater Philadelphia
20% Housing Crisi
g Crisis:
of 2008 %dvrpc
2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 Source: LendingPatterns,
2004-2019.
Originations

The average origination rate is 59.7 percent in Delaware County, and although applications are down since 2004, originations as a share
of total applications has been relatively steady since 2009. In 2019, 59.7 percent of applications ended in an origination, which was just
0.4 percent more than the region as a whole.

However, applications are originated at average rates of 61.7 percent for White applicants (61.8 percent regionwide), 49.5 percent for
Hispanic applicants (47.5 percent regionwide), and 42.1 percent for Black applicants (40.7 percent regionwide).

The share of applications for all races and ethnicities, as well as from Black, Hispanic, and White applicants, that resulted in an
origination in 2019 can be seen at the census tract level in Figures 5, 6, 7 and 8 on the following pages.
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Figure 05: Originations as Share of Applications, by Census Tract (All Races and Ethnicities, 2019)
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Figure 06: Originations as Share of Applications, by Census Tract (Black Applicants, 2019)
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Figure 07: Originations as Share of Applications, by Census Tract (Hispanic Applicants, 2019)
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Sources: LendingPatterns, 2019, and, 2010 TIGER Shapefiles, 0 15 3
U.S. Census Bureau, 2010.
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Figure 08: Originations as Share of Applications, by Census Tract (White Applicants, 2019)
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Table 04: Denials as Share of Total Applications (2004-2019)
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Denials

Denials as a share of applications reached an all-time high at the peak of the Housing Crisis in 2008, when 28.1 percent of the region’s
applications were denied and 27.7 percent were denied in Delaware County. However, the peak for denials among Black, Hispanic, and
White applicants was 45.5 percent, 36.7 percent, and 22.8 percent, respectively.

Denial rates were somewhat steady in the years after the Housing Crisis, as shown in Table 4. However, Denial rates for Black and
Hispanic applicants have been less consistent over the past decade. Denials for Black applicants spiked in 2011 at 40.0 percent, and
again in 2014 at 41.2 percent. Denials for Hispanic applicants spiked in 2011 at 32.9 percent, and again in 2018 at 30.5 percent.
However, denials for White applicants have remained relatively steady with 17.0 percent being denied in 2019, after spiking to 20.5
percent in 2018. The share of applications that were denied in 2019 can be seen at the census tract level for all races and ethnicities, as
well as for Black, Hispanic, and White applicants, in Figures 9, 10, 11, and 12 on the following pages.
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Figure 09: Denials as Share of Applications, by Census Tract (All Races and Ethnicities, 2019)
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Figure 10: Denials as Share of Applications, by Census Tract (Black Applicants, 2019)
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Figure 11: Denials as Share of Applications, by Census Tract (Hispanic Applicants, 2019)
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Figure 12: Denials as Share of Applications, by Census Tract (White Applicants, 2019)
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Table 05: Collateral as Share of All Denials (2006-2019)

25% 19.8%
20%
=== All Races and Ethnicities
----- Black Applicants
15%
+ Hispanic Applicants
—— White Applicants
10%
Greater Philadelphia
05% : d
Housing Crisis Regulatory change requiring a % vrpc
of 2008 ; denial reason be given ;
Source: LendingPatterns,
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2006-2019.

Collateral Denials

On average, applications in Delaware County are denied due to Collateral at the second lowest rate in the region (15.1 percent), and
at a rate that is nearly equal to Greater Philadelphia as a whole (15.3 percent). However, Black and Hispanic applicants are denied at
slightly higher than the regional average for their demographics at 11.7 percent and 15.1 percent, respectively. Conversely, White
applicants in Delaware County are denied at a slightly lower rate (16.3 percent) than White applicants regionwide.

Since 2009, Collateral as a denial reason was trending downward for the region as a whole, and was trending downward for applicants
in Delaware County, before spiking again in 2018 to 19.8 percent for both geographies. Denials due to Collateral peaked in 2018 for
Black, Hispanic, and White applicants at rates of 17.6 percent, 21.8 percent, and 21.1 percent, respectively.
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Table 06: Credit History as Share of All Denials (2006-2019)

40%
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Credit History Denials

Applications in Delaware County are denied due to Credit History at an average rate of 21.8 percent, which is slightly lower than the
average rate of 22.7 percent for the region as a whole. The average rate of denial due to Credit History for Black, Hispanic, and White
applicants in Delaware County is 31.5 percent, 25.1 percent, and 19.3 percent, respectively.

In 2004, there was little disparity between applicant race and ethnicity with regards to denials due to Credit History. Since 2004,
denials due to Credit History have increased by 12.6 percent on average, but by 53.2 percent for Black applicants and 47.4 percent for
Hispanic applicants, but just 10.9 percent for White applicants. Denials due to Credit History peaked in 2018 at rates of 37.8 percent,
31.1 percent, and 24.4 percent for Black, Hispanic, and White applicants, respectively.
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Table 07: Debt to Income Ratio as Share of All Denials (2006-2019)
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Debt to Income Ratio Denials

Applicants in Delaware County are denied due to Debt to Income Ratio at an average rate of 17.9 percent, which is equal to the

=== All Races and Ethnicities
----- Black Applicants

+ Hispanic Applicants
—— White Applicants

Greater Philadelphia

¢dvrpc

Source: LendingPatterns,

2006-2019.

regional average. The denial rate due to Debt to Income Ratio in Delaware County declined slightly over the past decade before rising
to an all-time high in 2018 to a rate of 29.1 percent for all races and ethnicities, which was 1.1 percent higher than the regional average

that year of 28.0 percent.

On average, Debt to Income Ratio accounts for 14.5 percent of denials for Black applicants, 20.4 percent for Hispanic applicants, and

18.5 percent for White applicants.
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Table 08: Degrees of Disparity by County
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Table 09: Average Denial Rates (2004—-2019)
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Conclusion

The degree of disparity present in Delaware County is moderate,
but slightly higher than average for the region based on the data
presented. This is evidenced by the following:

* Decline in applications is about average, but the third and
second lowest for Black and Hispanic applicants, respectively.

e Origination rates overall are nearly average, but the third
lowest for Black applicants.

* The disparity between origination rates for Black and White
applicants is the third highest.

* Originations per capita are average.

* The disparity between denial rates for Black and White
applicants is the second highest.

* Collateral denial rates are the second lowest.

* Denials due to Debt to Income Ratio are the third lowest.

The greatest disparities in Delaware County are with regards to
denial rates. The average denial rate, shown in Table 9, is the
third highest at 21.9 percent, and the second highest for Black
applicants at 36.1 percent. Furthermore, the disparity between
denial rates for Black and White applicants is the second highest
in the region.

Additionally, the rate at which Black applicants are denied due to
Credit History in Delaware County is the third highest rate in the
region, and Hispanic applicants are denied due to Collateral at
the second highest rate in the region.
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