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myTh of The racisT 
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minoriTy Business lendinG

black-owned firms are twice as likely to get rejected for a loan as white-
owned firms . . . *

% of small-
business loan 
applications 
denied, by race of 
owner

black – 62.3% White – 28.8%

. . . but are nearly twice as likely to default than firms owned by other 
racial groups . . . **

% of firms posing 
significant-to-high 
risk of loan default, 
by race

black – 45.1% White – 27.6% hispanic – 37.3%
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. . . and black owners are generally less creditworthy in every category.***

% of firms 
delinquent 
in business 
obligations, by race

black – 21.2% White – 13.3% hispanic – 16.1%

% of owners 
delinquent 
on personal 
obligations, by race

black – 30.4% White – 11.6% hispanic – 13.1%

% of owners with 
judgments against 
them, by race

black – 9.7% White – 3.3% hispanic – 6.6%

% of owners 
declaring 
bankruptcy in past 
7 years, by race

black – 6.0% White – 2.2% hispanic – 4.6%

* Source: Federal Reserve

** Source: Dun & Bradstreet

*** Sources: Federal Reserve, National Survey of Small Business Finances,  

The Review of Economics and Statistics (November 2003)
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crediT maTTers

While blacks are more likely to be rejected for a home loan . . . 

share of 
home-loan 
denials by race

blacks 54%
hispanics 
39%

Whites 26% asians 12%

 . . . and more likely to get a bad deal on a home loan . . . 

share of high-
cost home 
loans by race

blacks 32%
hispanics 
20%

Whites 9% asians 6%

 . . . they are more likely to have bad credit . . . 
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share of 
consumers 
with bad 
credit, 
incomes under 
$25,000

blacks 48%
hispanics 
39%

Whites 31% asians 22%

 . . . even at higher income levels.

share of 
consumers 
with bad 
credit, 
incomes 
$65,000–
$75,000

blacks 34%
hispanics 
27%

Whites 20% asians 12%

Sources: Federal Reserve, Freddie Mac. 
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appendix
Wall sTreeT did iT?
Government accounts for more than two thirds of the 27 million 

risky subprime and other nonprime mortgages outstanding.

Sources: Edward Pinto, former chief Fannie credit officer; Peter Wallison, Financial 

Crisis Inquiry Commission member

2.2 million
HUD & Community 
Reinvestment loans

5 million
Federal Housing 

Authority

7.8 million
Wall Street

12 million
Fannie & Freddie

19.2 million
Government
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Bad influence
As HUD pressured Fannie and Freddie to underwrite more home 

loans for low-income and minority borrowers . . . 

hUd affordable-housing goals, as a share of Gse mortgage purchases

1995 30%

1996 40%

1997 42%

1998 42%

1999 42%

2000 42%

2001* 50%

2002 50%

2003 50%

2004 50%

2005 52%

2006 53%

2007 55%

* New Clinton HUD goals went into effect January 1, 2001, and extended through 

2004.

Source: Federal Housing Finance Agency

 . . . the mortgage giants relaxed their underwriting standards . . . 
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share of home loans purchased WiTh doWn paymenT 
of 5% or less*

fannie freddie

1997 3.3% 1.1%

2000 4.4% 6.1%

2004 14.1% 6.4%

2007 26.0% 19.3%

* Traditionally lenders require a minimum 20% down.

Sources: HUD Office of Policy Development and Research: “Profiles of GSE Mortgage 

Purchases in 1999 and 2000,” April 2002; “The GSEs’ Funding of Affordable Loans: A 

2000 Update,” April 2002; “Profiles of GSE Morgage Purchases in 2001–2004,” April 

2008; “Profiles of GSE Mortgage Purchases in 2005–2007,” September 2008

 . . . and gobbled up almost half the market in subprime securities 

sold on Wall Street to satisfy HUD goals . . . 

suBprime morTGaGe-Backed securiTies purchased By 
fannie and freddie, in Billions
2002 $38

2003 $81

2004 $176

2005 $169

2006 $110

Note: Pre-2002 totals unavailable.

Sources: Federal Housing Finance Agency, HUD, Office of the Federal Housing Enter-

prise Oversight

 . . . triggering an explosion in overall subprime lending. . . .

00-01_Great Amer Bank.indd   225 11/23/10   1:01 PM



suBprime loan oriGinaTions, in Billions

2000 $126

2001 $165

2002 $204

2003 $325

2004 $513

2005 $630

2006 $591

Sources: HUD, Fannie Mae, Freddie Mac

cra shakedoWn
Through 2000, over 90 percent of all bank loans mandated under 

the Community Reinvestment Act of 1977 were made during the  

8 years of the Clinton administration.

Source: Clinton Foundation, Center for Community Change

1993–2000:
$800 billion

1977–1993:
$30 billion
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more race reGulaTors

number of federal bank examiners continued to grow under Clinton after 
resolution of s&l crisis.

1979 4,669

1984 3,931

1990 5,577

1994 6,452

Note: Totals include FDIC, Federal Reserve, and Comptroller of the Currency.

Source: FDIC

BuBBa’s BuBBle
Yale economist Robert J. Shiller created an index of American 

home prices going back to 1890. It presents housing values in con-

sistent terms over 116 years, factoring out the effects of inflation. 

From 1997 to 2006, the index soared an unprecedented 83%.

“Irrational Exuberance,” Princeton University Press, 2006; New York Times

A HIstory of Home Values
The Yale economist Robert J. Shiller created an index of American housing prices going back to 1890. It is 

based on sale prices of standard existing houses, not new construction, to track the value of housing as an 

investment over time. It presents housing values in consistent terms over 116 years, factoring out the 

effects of inflation.

DECLINE AND RUN-UP Prices dropped 
as mass production techniques appeared
early in the 20th century. Prices spiked
with post-war housing demand.

BOOM TIMES Two gains in recent 
decades were followed by returns to levels 
consistent since the late 1950s. Since 
1997, the index has risen about 83 percent.

WORLD 
WAR I

WORLD 
WAR II

GREAT
DEPRESSION

1970s
BOOM

1980s
BOOM

BOOM
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laTino homeoWnership

easy credit policies boosted hispanic homeownership rate to record highs

1990 41.2%

1991 39.0

1992 39.9

1993 39.4

1994 41.2

1995  Clinton orders tough new bank anti-bias rules 42.1

1996  Clinton orders irs to allow iTin numbers in lieu of social 
security

42.8 

1997 43.3

1998 44.7

1999 45.5

2000 46.3

2001 47.3

2002 47.0

2003  bush signs law subsidizing immigrant down payments 46.7 

2004 48.1

2005 49.5

2006 49.7

2007 49.7

2008 49.1

2009 48.4

Source: Census Bureau
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reversal of forTune

After Clinton pressured banks to ease lending rules for minorities 

in the mid-1990s, black homeownership rates shot up to record lev-

els. The added demand fed the housing bubble, which eventually 

burst, sending rates tumbling back down.

black homeownership rate

1990 42.6%

1991 42.7

1992 42.6

1993 42.0

1994 42.3

1995  Clinton orders tough new bank anti-bias rules 42.7

1996 44.1

1997 44.8

1998 45.6

1999 46.3

2000  hUd pushes fannie and freddie into subprime market 47.2

2001 47.7

2002 47.4

2003 48.1

2004 49.1

2005 48.2

2006 47.9

2007 47.2

2008 47.4

2009 46.2

Source: Census Bureau
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proTecTion money

Top recipients of fannie and freddie campaign donations, 1989–2008

1. sen. Chris dodd (d-CT) $133,900

2. sen. John kerry (d-Ma) $111,000

3. sen. barack obama (d-il) $105,849

4. sen. hillary Clinton (d-ny) $75,550

5. rep. paul kanjorski (d-pa) $65,500

6. sen. robert bennett (r-UT) $61,499

7. sen. Tim Johnson (d-sd) $61,000

8. sen. kent Conrad (d-nd) $58,991

9. rep. Tom davis (r-Va) $55,499

10. sen. kit bond (r-Mo) $55,400

11. rep. spencer bachus (r-al) $55,300

12. sen. richard shelby (r-al $55,000

13. rep. rahm emanuel (d-il) $51,750

14. sen. Jack reed (d-ri) $50,750

15. sen. Tom Carper (d-de) $44,389

16. rep. barney frank (d-Ma) $40,100

17. rep. Carolyn Maloney (d-ny) $38,750

18. rep. Melissa bean (d-il) $37,249

19. rep. roy blunt (r-Mo) $36,500

20. rep. deborah pryce (r-oh) $34,750

21. rep. Gary Miller (r-Ca) $33,000

22. rep. nancy pelosi (d-Ca) $32,750

23. rep. Tom reynolds (r-ny) $32,700

24. rep. steny hoyer (d-Md) $30,500

25. rep. darlene hooley (d-or) $28,750

Note: Includes contributions from PACs and individuals. 2008 cycle totals based on data 

downloaded from the Federal Election Commission on June 30, 2008.

Source: FEC, Center for Responsive Politics
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cra reporT card
After Clinton’s tougher CRA grading fully went into effect in 1997, 

the share of banks earning top scores on their CRA examinations 

plunged.

% receiving “outstanding” Cra rating

1995 24.3%

1996 26.5%

1997  Cra reforms take full effect 22.4%

1998 18.6%

1999 18.6%

2000 17.5%

2001 10.6%

2002 9.8%

2003 10.1%

2004 13.1%

2005 16.0%

2006 14.0%

2007 11.9%

2008 9.5%

Source: Federal Financial Institutions Examination Council
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