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improving lives.
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The Federal Reserve Bank of SF Report

COMMUNITY
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Homeownership at High Cost:
Foreclosure Risk and High Cost Loans in California

Laura Lanzerotti
Federal Reserve Bank of San Francisco

July 2006
Working Paper 2006-01
www.frbsf.org/community
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Owner Occupancy Rates; US, 1994-1008
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Homeowner Characteristics; US, 2007

According to data from the American
Housing Survey (2007):

= Typical homeowner:

—spends 20% of income on
housing costs; 12.5% spend 50%

or more

—has a home valued at $191,471

—purchased their home in 1998

—34.6% got their primary
mortgage 2005 or later

—32.9% made a down payment of
5% or less

—12.2% have a loan amount that is
90% or more of the home value
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Typical Hispanic homeowner:

spends 25% of income on
housing costs; 20.6% spend 50%

ofr mote
has a2 home valued at $212,657
purchased their home in 2001

39.7% got their primary
mortgage 2005 or later

44.7% made a down payment of
5% or less

14.6% have a loan amount that is
90% or more of the home value



Loan Denial and Subprime Loans; US, 2006-2007

PerentDenied and High-Priced Purchase and Refinance Mortgage
Lending by Race and Ethnicity of Borrowers; 2006 & 2007
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— US Census American Community Survey (2007, 3-yr estimates)
— American Housing Survey (2007)

— Home Mortgage Disclosure Act (2004 - 2007)

— County Recorded of Deeds/RealtyTrac

— Pennsylvania Housing Finance Agency Homeowners’
Emergency Mortgage Assistance Program (HEMAP)

— McDash Analytics, LLC

— Telephone surveys of housing counseling agencies (including a
supplemental “mystery shopper” survey)
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Study Area

The study area was selected because it contains over 340,000
Hispanic people — more than 60% of the Hispanic population of
Pennsylvania and Delawatre.
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Selected Findings

= Hispanics are generally more likely than Whites to be denied
credit and to pay more for the credit that they recetve.

= Hispanic owners appear to be more highly leveraged and thus
likely at-risk of foreclosure — loan amounts in relation to income
— than non-Hispanic owners.

= Hispanic utilization of Pennsylvania’s HEMAP program appears
proportionate over the last several years.

— Among those needing help from the State, loss of job/income, medical
expenses and marital disruption seem key.
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Selected Findings

= The percent of Hispanics among owners in foreclosure typically
exceeds the percent Hispanic among all owners in the study area.

Percent HispanicAmongAll Owners (2007) and Owners in Foreclosure
{all years for which foreclosure data are available combined)
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Foreclosure Filings 2004- 6/2008
Mon Hispanic
= Hispanic

[~ cities of Allentown & Bethlehern

Percent Hispanic/Latino Households
2007 Claritas Estimate

2% or Less P 20.19% - 40%
2.1%- 5% I over 40%
Mo Data or
B 0% 10% Non Residential
| 10.1%- 20%

Housing Counseling Agencies
[ Housing Counseling Agency
B Spanish Speaking Agency
&2 PHFA Certified Agency
3¢ PHFA Spanish Speaking

City of Allentown (Lehigh County) Foreclosure Filings

AN [ e 0
A o U " Enifaus .

ANY

Capital st the point of inpact.

YW PHEA

PENNSYLVANIA HOUSING FINANCE AGENCY

P N
VA AN
FHLBank



i,
.’h)‘%%

City of Reading (Berks County) Foreclosure Filings

%
- e .
L] T .
3 -
. g L.
& 3 : 5 YRy
5;1' . g T
3 ’ Coret
- i . - - -
pr 1 e . .Lm;lmim A &
i : :
f Z‘ i i
] 4
5 - /
+ . z m v i
5 = £

Foreclosure Filings 2004- 6/2008 N ' .
Mon Hispanic T
« Hispanic i
f— a” / o Bl
City of Readin s .
- Ky oreading « " Wjomissing - o :
Percent Hispanic/Latino Households ' : e e
I 2007 Claritas Estimate g ? - e s
- ’. 2
2% or Less P 20.19% - 40% \ .
2.1% - 5% B over 40% ’
Mo Data or
Sy Non Residential : =
[ 10.1%- 20% ., = Y
Housing Counseling Agencies s Wirp Shillington =
[ Housing Counseling Agency AL
B Spanish Speaking Agency \e ; oy %“% THing,, {
&2 PHFA Certified Agency = LR ’ ;
3¢ PHFA Spanish Speaking . o —
3 i Cateal v the paim of mpaer.
A
YW PHEA

PENNSYLVANIA HOUSING FINANCE AGENCY




Philadelphia Foreclosure Filings
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North Philadelphia Foreclosure Filings
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Selected Findings

= Hispanics, compared to non-Hispanics, are:
— More likely to be in foreclosure with a purchase money mortgage (not a

mortgage refinance)

— More likely to have a government-insured loan (as opposed to a
conventional loan)

— Beginning to suffer the ill effects of adjustable-rate and balloon loans
= Throughout the study area, zip codes with larger Hispanic

concentrations appear to have higher concentrations of
mortgage delinquency

= Except for a few areas, Hispanics facing foreclosure in the study
area live relatively close to housing counseling services. But the
promise of service in Spanish exceeds the actuality of that service.
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Combined TRF/SF Fed Study Recommendations

Service

= Work to enhance the training and monitoring of housing
counseling services.

= As foreclosures will inevitably rise and the options for people in
foreclosure are many and complex, need to devote more
attention to helping homeowners chart the best course for
themselves.

= Notwithstanding all of the options available to people, it 1s
inevitable that any people will lose their homes. Therefore
housing providers and those influencing public policy need to
dedicate attention and resources to providing for high quality,
affordable, flexible rental housing opportunities for people with
limited savings and damaged credit.
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Combined TRF/SF Fed Study Recommendations

Research

= At this time while tens-of-thousands of people are working their
way through the mortgage modification/workout process, there
is acute need to conduct systematic analyses into the short- and
long-term results of those workouts and how the circumstances
of borrowers relates to success. The analysis must be done with
specific attention to those factors reflective of race and ethnicity
and the racial/ethnic profile of the community within which they
live.

= Make public those data that are currently proprietary (e.g.,
mortgage delinquency) and atfirmatively monitor for market
changes — including those reflective of fair housing concerns.
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Combined TRF/SF Fed Study Recommendations

Advocacy

= Strengthen and vigorously enforce state laws that address abusive
lending and servicing practices.

= Hispanics are at a disadvantage in a few parts of the study area —
and likely other parts of the country where Hispanics are
residentially concentrated. Advocate for affirmative law
enforcement activities (criminal, civil and fair housing) in those
areas.

= Build an advocacy agenda around what we are learning about the
success of the various loan modification programs. Although there
is no information that distinguishes Hispanic from non-Hispanic
homeowners, lessons learned in related subject areas can help us
tailor that agenda to the unique needs of Hispanic homeowners.
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This presentation may be downloaded from:
www.trfund.com
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