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Introduction
Minority groups have long encoun-

tered various forms of discrimination in
their search for homes. While indica-
tions show that mechanisms such as fair
housing laws are reducing some forms
of unequal treatment, other signs high-
light a point to a continuing problem of

discrimination. The current rate of
homeownership reflects the mixed mes-
sage of housing discrimination today:
although the minority homeownership
rate is at its highest point in history, it
still falls far below the homeownership
rate of non-minority homeowners.
Despite great improvements, there is
reason to believe that differential treat-
ment exists. 

Recent research informs our under-
standing of housing discrimination for
both home buyers and renters, and
seeks to report any changes in dis-
parate treatment for home seekers.
“Discrimination in Metropolitan
Housing Markets: National Results
from Phase I of HDS2000” is one such
research project conducted for HUD.
HDS2000 provides a comprehensive
analysis of indicators of discrimination
in 23 housing markets. The report
shows that while the incidence of dis-
crimination for African Americans and
Hispanics has declined since 1989, it
still exists at levels higher than those
faced by white home seekers.
Additionally, the report identifies some
disturbing discriminatory trends,
including geographic steering for
home buyers and difficulty in obtaining
financing information. The report,
“Risk or Race?  Racial Disparities and
the Subprime Refinance Market” looks
at racial disparities in the subprime
refinance market. The study finds that
high concentrations of subprime
lending and racial disparities in sub-
prime lending exist in all regions of the
nation, and that the disparities actually
increase as income increases. In con-
junction with the study, the Center for
Community Change has made available
a new database on subprime lending,
available to researchers for further
analysis on this topic.

With their national scopes and
detailed analyses of metropolitan areas,
these two reports highlight trends in
rental markets and subprime lending and
also discuss where additional research,
education, and support is needed to
combat discriminatory practices.

Despite Gains, African-
American and Hispanic Home
Seekers Still Face Barriers

“Discrimination in Metropolitan
Housing Markets” is based on the latest
national Housing Discrimination Study
(HDS2000), the third in a series of
studies commissioned by HUD that
measure patterns of discrimination in
urban housing markets. The report
details Phase I of HDS2000, in which
4,600 paired tests were conducted to
measure adverse treatment for African
Americans and Hispanics in home
rental and sales markets. The paired
test method yields comparable infor-
mation about how people are treated
when searching for a home. In these
tests, two individuals – one minority
and one white – each respond to
housing advertisements with identical
credentials in order to directly observe
differences in treatment by sales and
rental agents. By implementing
methodologies similar to those used in
the last HDS in 1989, the report
assesses change in levels of adverse
treatment over time. 

The results indicate that the inci-
dence of discrimination has generally
declined since 1989 (the levels
remained the same only for Hispanic
renters). Yet despite the decline, dis-
crimination is still a pervasive problem
for African-American and Hispanic
home seekers. Incidences of adverse
treatment were encountered nation-
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tance. It appears that geographic
steering based on neighborhood racial
composition appears to have increased
significantly for African Americans
since 1989. HDS2000 examines this
issue in detail, looking at more spatial
levels, types of steering, and steering
mechanisms than in the past. It found
that editorializing – the practice of pro-
viding either positive or negative com-
ments about areas to consider – was
the most common means of steering
among African Americans. 

HDS2000 results also found that
“Differences in the assistance with
financing that real estate agents pro-
vide represents the primary source of
adverse treatment facing Hispanic
home buyers.” Non-Hispanic whites
were significantly more likely to
receive favorable treatment across the
category of financing assistance. For
example, agents were less likely to
offer help with financing, recommend
lenders, or discuss downpayment
requirements with Hispanic testers
than with non-Hispanic whites. This is
a decline over 1989 figures when
Hispanics received favorable financing
assistance treatment in 32 percent of
cases. In 2000, Hispanics were favored
in only 24.2 percent of the tests.

More Evidence of Barriers 
to Financing 

Borrowers who do not meet credit
standards in the prime market often
look to the subprime market for loans.
When done responsibly, subprime
lending offers opportunities to expand
lending markets to underserved popu-
lations. Yet, research shows that fore-
closure rates for subprime loans are
high, showing that many subprime
borrowers are entering into loans they
cannot afford. 

The “Risk or Race” national study
analyzes subprime lending patterns in
all 331 MSAs and ranks MSAs by a
variety of measures. Focusing on
single-family conventional refinance
loans, researchers analyzed 2000
HMDA data to assess racial disparities
in subprime lending. In addition,
“Risk or Race” explores differences in

wide, and although some metropolitan
areas fared better or worse than
others, most were within the national
average. 

Based on 14 treatment indicators,
the summary findings show that dis-
crimination still exists for African-
American and Hispanic home seekers
in the rental and sales markets. Key
findings include:

Non-Hispanic whites were favored
in more than half of the rental tests
(52.7 percent), while Hispanics were
favored in only 37.6 percent of tests. A
consistency measure that reflects the
extent to which the non-minority
group was favored across the indica-
tors also shows that non-Hispanic
whites were more likely to be favored.

Whites were also more likely to
receive favorable treatment than
African Americans in rental tests.
Whites were favored in 49 percent of
the tests, while African Americans
were favored in 41.1 percent of cases.

In sales tests, Hispanic and non-
Hispanic whites both had high levels
of preferential treatment, but the dif-
ference was not statistically significant.
However, the measure of consistency
was significant, showing that non-
Hispanic whites were more likely to
be favored in tests than were
Hispanics.

Whites received preferable treat-
ment in 53.1 percent of sales tests,
while African Americans were favored
in 44.8 percent of the tests. Whites
were consistently favored in 17 per-
cent of tests, compared to 12.4 per-
cent for African Americans. 

Despite the fact that, in many
cases, treatment favoring minority
home seekers has increased since
1989, the results show that non-
minorities were still more likely to
receive preferential treatment. 

Steering and Financing
Discrimination are Increasing

Although HDS2000 found that
most indicators of discrimination have
decreased since 1989, two areas that
increased significantly are geographic
steering and reduced financing assis-

subprime lending and racial dispari-
ties related to both geographic
region and the size of the metropol-
itan areas studied.

The data suggest significant racial
disparities in subprime lending that
actually increase as income increases.
For example, lower-income African
Americans receive 2.4 times as many
subprime loans as lower-income
whites, while upper-income African
Americans receive 3.0 times as many
subprime loans as do whites with
comparable incomes. Using MSA data,
the study ranks several U.S. cities with
the highest levels of disparity between
minority and white homeseekers.

Furthermore, high concentrations
of subprime lending and racial dispari-
ties in subprime lending exist in all
regions of the nation. Each region con-
tains metropolitan areas where the
level of subprime lending is above the
national average of 25.31 percent. For
African Americans, Hispanics, and
Native Americans, disparities exist in
all regions of the country, reaching as
high as 3.25 or more in the Midwest
and Great Plains.

The study also finds that high con-
centrations of subprime lending and
racial disparities occur in metropolitan
areas of all sizes. Of the 17 metropolitan
areas found to have concentrations of
subprime lending more than 1.5 times
the national norm, 12 have populations
below 500,000, while 4 have popula-
tions of more than 1 million.

Although the disparities in levels
of subprime lending found in this
analysis are not conclusive proof of
widespread discrimination in the sub-
prime market, the findings raise
serious public policy questions for
future research.

As both “Discrimination in
Metropolitan Housing Markets” and
“Risk or Race” demonstrate, mortgage
lending market obstacles remain for
many. Analyses such as these repre-
sent a valuable step in understanding
treatment received by minority popu-
lations when it comes to buying or
renting a home. 
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A Note from the Editor
We regret to inform you that, due to budgetary constraints, publication of Urban Research Monitor will be discontinued

indefinitely following this March-April, 2003 issue. We will resume publication in the event that funding becomes available,
and deeply regret any inconvenience occasioned by this decision. We value our readership, and have enjoyed sharing what
we've learned in our ongoing review of some of the most promising housing-based research being conducted today. To keep
up to speed on these and related issues of interest, we recommend subscribing to the weekly HUD USER listserv; an email-
based newsletter that features encapsulated reviews of the latest HUD-sponsored research. To begin receiving the HUD USER
electronic newsletter, simply send an email to hudusernews@HUDUSER.org with the word “Subscribe” in the subject line,
and we’ll take care of the rest. 

For those interested in alleviating state and local regulatory barriers to affordable housing, we also offer a quarterly
electronic newsletter called Breakthroughs, a publication of HUD’s new Regulatory Barriers Clearinghouse. To sign up
for periodic emails that announce new issues of Breakthroughs — posted at www.regbarriers.org — and provide cre-
ative solutions to state and local regulatory barriers, simply send an email to rbcsubmit@huduser.org with the word
“Subscribe” in the subject line. 

And as a parting gift, so to speak, we’ve just posted over 300 new research publication abstracts on the Bibliographic
Database at www.HUDUSER.org. Hopefully, these will keep you busy for a while during what we hope will be a brief hiatus.
So until we meet again on these pages, we bid you safe travels — and perhaps the occasional epiphany — on your long and
varied roads of discovery. 
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• HUD USER electronic newsletter, a weekly message
summarizing a recent HUD research publication.

• RBC Electronic mail list, a periodic update announcing new
issues of Breakthroughs, RBC’s electronic newsletter, and
providing creative solutions to state and local regulatory barriers.

There are two ways to subscribe to 
HUD USER’s electronic newsletters.

To subscribe electronically to:

HUD USER electronic newsletter, e-mail
hudusernews@HUDUSER.org with the word “subscribe” in the
subject line, and you’ll start receiving the newsletter immediately.

RBC electronic mail list, e-mail rbcsubmit@HUDUSER.org with
the word “subscribe” in the subject line, and you’ll be registered
automatically.

Or subscribe using this form. Simply check the box for the
electronic newsletter that you are interested in receiving and fax or
send it back to the address listed below, and we’ll take care of the rest.

■■ HUD USER electronic newsletter

■■ RBC electronic mail list

Last Issue of Urban Research Monitor!!!
Don’t Miss Out on the Latest Housing-Based Research

Sign Up for the HUD USER and Regulatory Barriers Clearinghouse Electronic Newsletters Today!
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Mail to:
HUD USER
P.O. Box 23268
Washington, DC 20026-3268
(800) 245-2691
(800) 483-2209 (TDD)
(301) 519-5767 (Fax)
Internet: www.huduser.org


