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Methodology

This paper evaluates the level of racial disparities within the
home mortgage lending market and their relationship with

NMean Percentile: Household Income Mean Percentile: Individual Income
intergenerational upward mobility. Using data from the o | | . . < |®
Home Mortgage Disclosure Act (HMDA) 2010 dataset and Logistic Regression: National Loan Denial Probabilities , ® o ’ .
Opportunity Insights datasets, this study scrutinizes lendin Denia Coct Svfirr.  tvalie  pvalue  [Pov Conf Interval] _ Sig s
PPOTTUIILY HISIS > Y . 5 Native American 479 025 19.46 0 431 527 " o

disparities and intergenerational upward mobility at the Asian 496 008 6587 0 481 511 ek
Commuting Zone (CZ) level. By only evaluating lending Black 348 006 56.03 0 335 36 Hwk 20 | 22
outcomes for first-lien home purchase loans, I am able to Hawaiian/PI 217 027 7.96 0 164 271 g g
capture the cohort of prospective home buyers moving to Hispanic 211 005 38.57 0 201 doz FE = =

. . . Log of Loan 256 002 -117.55 0 .26 252w S 2
better neighborhoods and self-sorting themselves into Amount = =
geographical regions. I estimate the relationship between the Log of Applicant _009 002 491 0 _014 005 -
disparities in mean denial rates between specified race groups Income o -
within a given CZ, with the disparities in CZ-level predicted Constant -L113 002 -528.12 0 -LI17 1108 .
1ntergenerat1.onal chlldhf)od c.)l.ltcor}les for.the specified race Mean dependent var 0267 SD dependent var A N | | | | | 8] | | | | |
groups. I find that disparities in denial rates between Pseudo tr-squated 0.015 Numbert of obs 1663337 “* Black - White Denial Rate Disparity “* Black - White Denial Rate Disparity
Black/Hispanic individuals and non-Hispanic whites Chi-square 28753.647 Prob > chi2 0.000
disproportionately negatively affect Black and Hispanic Akaike crit. (AIC) 1901260.808  Bayesian ctit. (BIC) 1901359.403

children's expected future outcomes, especially those with P01, T p<05, Fp<d « No significant relationship was found between Asian and non-Hispanic white

parents at lower income percentile ranks in the national mortgage loan denial rates and overall CZ outcomes, suggesting disparities do not

income distribution. uniformly impact economic prospects across races

« Lower parental income percentiles show stronger, more statistically significant
correlations with loan denial rate disparities, indicating that economic impacts of
lending disparities are more pronounced for poorer members within racial groups,
particularly affecting Hispanic and Black individuals

« For Black individuals, increased disparity in loan denial rates relative to non-

The analysis investigates racial disparities in mortgage loan denial
rates across U.S. Commuting Zones (CZs), introducing a novel
disparity measure that contrasts mean denial rates of non-white
applicants with those of non-Hispanic whites within each CZ. This
methodological approach allows for a more nuanced examination of

Introduction

The study introduces a new metric comparing denial loan accessibility and its implications for intergenerational upward Hispanic whites correlates with more negative outcomes, especially at lower
rates for non-white applicants to non-Hispanic mobility. By categorizing outcomes based on parental income levels parental income levels, highlighting a disproportionate impact on economically
whites, revealing stark disparities in mortgage and using binned scatter plots and shapefile maps, the study visually disadvantaged Black communities

accessibility. Findings indicate that for non-white captures geographic variations and data density, enhancing the  The analysis reveals that loan denial disparities correlate with broader
minorities, especially Black and Hispanic interpretation of disparities. The research employs the Blinder-Oaxaca socioeconomic outcomes, such as educational attainment and parental income
individuals from lower-income backgrounds, higher decomposition method to dissect the factors behind racial disparities percentile ranks, with the effects being uneven across racial groups and more
loan denial rates are associated with lower economic in loan denial rates, distinguishing between observable influences like adverse for individuals from lower-income backgrounds, underscoring the
mobility, highlighting systemic barriers to achieving income and employment and potential discriminatory practices. This . onality of d soc L ot | ; lend; ;
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is less evident among Asian applicants and less observed disparities and their broader socioeconomic implications.

pronounced at higher income levels. The use of Further, by aggregating CZs into larger geographical regions, the study
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advocating for a reevaluation of lending practices to effects of lending disparities on intergenerational mobility. The throughout this process.

ensure equitable access to homeownership, a key findings highlight the critical need for addressing systemic inequities in

driver of economic stability and intergenerational mortgage lending to ensure equitable access to homeownership and its

wealth. assoclated benefits across racial groups.
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