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    The Institute on Metropolitan Opportunity 
investigates the ways that laws, policies 
and practices affect development patterns 
in U.S. metropolitan regions, with a 
particular focus on the growing social and 
economic disparities within these areas. 

 
 

 
 
 



Outline 
Home Mortgage Lending Patterns 
in the Twin Cities Presentation: 

 

• Background on Segregation and Mortgage Lending 
 

• Communities in Crisis subprime lending period 
(2004-2006) 
 

• Recent mortgage lending patterns (2009-2012) 
 

• Summary 
 
 



Background on Segregation 
and Mortgage Lending 

 
 



Segregation and Redlining 

• Residential racial segregation of U.S. 
neighborhoods proliferated in the early 
1920s and 1930s under the guise of 
redlining. 

 

• Redlining is the practice of government and 
bank officials drawing red lines or areas on 
maps to indicate places where financial 
investment would be withheld (mostly in 
non-white areas). 
 



Redlining in Minneapolis and St. Paul 

http://www.examiner.com/article/ias-roundtable-on-real-estate-redlining-the-twin-cities 



Redlining and Segregation 

• Non white segregated neighborhoods today are 
often the outgrowth of neighborhoods redlined in 
the early to mid 1900s. 
 

• Many of the same negative factors that 
undermined the well being of communities 
yesterday undermine them today. 
 
 



Segregation Undermines the Well-
Being of Communities 

• Reduces home values and drives out businesses 
that generate jobs and tax base (disinvestment). 

 

• Imposes a number of social and environmental 
costs on communities, including health issues, 
job/housing mismatches and crime. 

 

• Reinforces negative attitudes towards persons 
of other races and creates a disparate education 
system. 











Integration is Necessary for 
Metropolitan Regional Vitality 

• Integrated schools boost achievement, 
attainment and the future careers and wages of 
low income students of color, better preparing 
all students for involvement in a diverse civil 
society. 
 

• Is better associated with equal opportunities, 
economic mobility and global competitiveness 
through a multi-cultural and lingual workforce. 
 

 
 
 
 
 



How Does Segregation Happen? 

• Not just a matter of choice; doesn’t solely 
result from private residential preferences. 
 

• Not simply a result of housing markets 
neutrally sorting people according to their 
socio-economic status. 

 

• Results also from the discriminatory 
practices of a number of public and private 
actors who shape housing market 
institutions. 
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Mortgage Market Discrimination 

• Private lenders continue to deny mortgages 
to minority homebuyers at disproportionate 
rates (Individual Discrimination & 
Redlining practices). 
 

• The growth in loans during the 2000s was 
due, in large part, to the emergence of a 
dual mortgage market, which segregated 
minority homeowners into subprime 
markets. 



Subprime Mortgage Market 

• Subprime loans have higher interest rates and 
less favorable terms for applicants, due to the 
supposed risk in borrowing to them. 
 

• Subprime home purchase loans often consist of 
adjustable rate mortgages (balloon payments) 
with the promise that property values and 
home equity will continue to climb and an 
applicant can later refinance into lower interest 
loans. 



Decline of Housing Market in U.S. 



Dual Mortgage Market and 
Discrimination 

• Predatory lending practices resulted from 
lack of regulation in subprime markets, are 
more common in disinvested neighborhoods 
and with communities of color. 
 

• Foreclosures that resulted from these 
predatory lending practices hurt racial 
minorities the most—further contributing to 
racial disparities in wealth accumulation 
associated with homeownership. 



Communities in Crisis  
Twin Cities Metro, 

2004-2006 
 
 



Home Mortgage Disclosure Act 
Data (HMDA) 

The Home Mortgage Disclosure Act (HMDA) provides the 
public loan data that can be used to assist:  

 
• in determining whether financial institutions are serving the 

housing needs of their communities;  
 

• public officials in distributing public-sector investments so as 
to attract private investment to areas where it is needed;  
 

• and in identifying possible discriminatory lending patterns.  
 

Source: http://www.ffiec.gov/hmda/default.htm 
 
 





Subprime Lending by 
Race and Income 







Subprime Lending by 
Neighborhood 









Subprime Lending,  
Race and Foreclosures 











Recent Mortgage Lending 
Trends in the Twin Cities 

Metro, 2009-2012 
 
 









Denial Rates by 
Race and Income 







Non-Origination Rates by 
Neighborhood 





What would of happened if loans were 
distributed across the region according 

to the income levels of areas? 
 

i.e. if homeowners with the same incomes 
were as likely to receive a loan, regardless 

of where they lived….  



• An additional 13,300 loans would have been 
made to diverse and predominantly non-white 
areas in the Twin Cities metro. 
 

• The bulk of additional loans would have been 
refinance loans (n = 11,972) which would have 
allowed many homeowners to renegotiate from 
more costly subprime loans into prime mortgages. 
 

If so, between 2009 and 2012: 





Summary and 
Recommendations 



Summary: Home Mortgage Lending 
in The Twin Cities 

• The subprime period of lending complicated the 
way discrimination occurs by offering greater 
volumes of loans with higher interest rates under 
less favorable terms to borrowers. 
 

• The lack of oversight over housing markets led 
to the financial crisis of 2008, ushering in 
today’s disparate patterns of lending that has 
more in common with past lending patterns. 
 



Summary: Home Mortgage Lending 
in The Twin Cities 

• In the Twin Cities, people of color were more 
likely to get a subprime loan and be denied a 
prime loan than whites with similar incomes. 
 

• A high income black applicant was much more 
likely to receive a subprime loan and be denied 
a prime loan than a low income white applicant. 



Summary: The relationship between 
subprime lending and redlining. 

• The facilitation of subprime loans into 
communities increased foreclosures which, in 
turn, helped to create the woes now used to 
justify low lending rates to those same 
communities. 
 

• Wells Fargo, Bank of America and HSBC 
Holding Corporation are all examples of major 
financial institutions that have held subprime 
lending subsidiaries. 
 

 
 
 
 
 



Recommendations: Home Mortgage 
Lending in The Twin Cities 

• Lenders could do much more to open up current  
‘prime-oriented’ mortgage market for 
communities of color. 

 

• Wells Fargo alone could have made an additional 
4,247 loans to diverse and predominately non-
white neighborhoods if it distributed loans 
according to the income mix of neighborhoods. 



Recommendations: Home Mortgage 
Lending in The Twin Cities 

• Enforce current fair housing and lending laws in 
lieu of new financial instruments 
 

• Need more traditional banks and lending in 
disinvested and integrating neighborhoods 
 

• Need to bring back Fair Housing Center  
 

• More transparency of banks’ information about 
lending decisions (e.g. FICO) in HMDA 
 



Contact Us: 
http://www.law.umn.edu/metro/index.html 
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