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Presentation Overview

Key findings from the American Community Survey
o  Number of emerging market homeowners leveled-off in 2008

o Emerging market homeownership rate increased to 46.5 _
percent, and the “rate gap” decreased to 31.5 percentage points

Hispanic/Latino homeowners had the largest numerical and
percentage increase since 2007

Mortgage delinquencies and foreclosures

o  Areas with elevated levels of problem mortgages also have a
larger share of emerging market homeowners

o Alook back at 2006 foreclosure notices
Looking Forward: Factors influencing

homeownership

o  There are a lot of potential first-time homebuyers in emerging
markets

o Lower sales prices and interest rates help, but barriers still exist
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[American Community Survey

In full release in 2005

In 2008, 77,323 households were
sampled and surveyed in Minnesota:

o Occupied and vacant housing units that
were interviewed by mail, telephone, or
personal visit methods between January
1 - December 31.




Defining “Emerging Markets”

Includes all Hispanic /

Latino

Black / African
American

American Indian /
Alaska Native

Asian

Native Hawailian or
Pacific Islander

Multiple and Some
other race categories

= MNOTE: Please answer BOTH Questions T and 8.
7. ta Person 1 Spanish/Hispanic/Latine? Mark tha “"Na"

box iF mat SponishHisponicdeting.

{_] Mo, not Spanish/Hispanic /Latino [_] ¥es, Puero Rican
[) Yas, Mexican, Mexican &m., Chicana [ Yes, Cuban

(] Y=, other SparishHispanic/Latia — Pring group. 7

. What is Person 1°s race? Mark X} one or more races to

indicgte what this parson considers fumsaiffharsalf to e

] White

() Black, African Am., or Hagno

() American Indian or Alazka Native — Print name of arled ar prcins rbe 7

[] Asian Indian  [_) Jepanese (] Mativa Hawaiian

[ Chinese [ Koraan [_] Guamarian or Chamamo

(] Filipirc [ vistramesa (L] Samaan

[ Othear Azizn — Pont BCe. o (] Other Pacific llander — Print BCe. o

(] Same cther raca — Print mes. =
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Emerging Market homeowners
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39.1%
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2000

Sources: U.S. Census 2000 and American Community Survey, 2005, 2006, 2007, and 2008.

2005
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Owners by race and ethnicity

02000 ®2005 02007 m 2008

33,255 Largest net
29077 gnd percent
Increases:
. 0
23,020 «—114,549; 100%
18,70 17,51
14,52
10,787
8,01 8,383 0361
American Indian Asian* Black or African Hispanic or = Some other race Two or more
or Alaskan American Latino races
Native

Sources: U.S. Census 2000 and American Community Survey, 2005, 2007, and 2008.

* Category includes Asians and Native Hawaiians or other Pacific Islanders.
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Homeownership rates, 2000-2007
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American
Indian or
Alaskan Native

Sources: U.S. Census 2000 and American Community Survey, 2005, 2007, 2008.
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Homeownership rate gap

Narrows
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White, not Hispanic or
Latino
77.5%

42.5%

Emerging Mar
45.7%

GAP: 33.4 points

White, not Hispanic or
Latino
79.2%

Emerging Mar
46.2%

Homeownership Rate
(2000)

Homeownership Rate
(2005)

GAP: 32.5 points

White, not Hispanic or
Latino
78.8%

Emerging Mar
46.5%

Homeownership Rate
(2007)

Sources: U.S. Census 2000 and American Community Survey, 2005, 2007, and 2008.

GAP: 31.5 points
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Minnesota relative to the
[nation In 2008

Highest overall homeownership rate
(74.7 percent)

Fifth highest homeownership rate for
White, not Hispanic or Latino, households
(/8.0 percent)

39" highest Emerging Market
homeownership rate (46.5 percent)

7t largest gap in homeownership rates
(31.5 percent)

Source: U.S. Census Bureau, American Community Survey, 2008.




[What will happen in 2009?

Minnesota Homeownership Rate Estimates, 2000-2009
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Mortgage delinquencies and
[foreclosures

Mortgage delinquency and foreclosure rates
are at historically high levels

Evidence suggests that areas (i.e., zIp
codes) with elevated levels of problem
mortgages also have a larger share of
emerging market homeowners

Several recent studies suggest that
emerging market homeowners have a
higher incidence of foreclosure




Percent of Homeowners

Mortgage delinquencies and
foreclosures

Distribution of Homeowners by Race (2000) and Mortgage
Delinquency Rate Categories (June 2009)

® Emerging Markets ® White, not Hispanic or Latino

32.3%

26.6%

0.2% 0.3%

0to.9% 1t01.9% 21t02.9% 31t03.9% 410 4.9% 5 percent or more

Zip Code-Based Delinquency Rate Categories ey
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Data sources: San Francisco FRB estimates of June 2009 LPS Analytics and 2000 U.S. Census.
Includes Zip Codes with more than 500 mortgaged housing units.



Percent of Homeowners

Mortgage delinquencies and

foreclosures

Distribution of Homeowners by Race (2000) and
Mortgage Foreclosure ate Categories (June 2009)

= Emerging Markets B White, not Hispanic or Latino

12.1%
10.4%

1.7%

0to.9% 1t01.9% 210 2.9% 310 3.9% 410 4.9%

Zip Code-Based Foreclosure Rate Categories

Data sources: San Francisco FRB estimates of June 2009 LPS Analytics and 2000 U.S. Census. Includes Zip
Codes with more than 500 mortgaged housing units.

32.3%

5 percent or more

F‘;,‘visi A r\‘\ A\
7 Housing

Finance Agency



Mortgage delinquencies and
foreclosures

Distribution of Homeowners by Race (2000) and REO Rate
Categories (June 2009)

= Emerging Markets B White, not Hispanic or Latino
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Data sources: San Francisco FRB estimates of June 2009 LPS Analytics and 2000 U.S. Census. Includes Zip Codes
with more than 500 mortgaged housing units.
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Mortgage delinquencies and
[foreclosures

What about individual emerging
market homeowners?

o We lack good data to determine the
effect of foreclosures on the number of
emerging market homeowners

o Match of 2006 foreclosure notices to

Home Mortgage Disclosure Act (HMDA)
data (2004-2006)




2006 Foreclosure Notices, by County

Hennepin Co.

3847

Ramsey Co.
1504

Wisconsin

/2006 Forclosure\

Notices*

- |o7-183
. 184-954
I | 955-1504
B 1505 - 3847

*For All Mortgages
\ Originated 2004-2006 /

Cartographer: Elias Popuch, December 2008;
Data Source: ESRI




Mortgage delinquencies and
foreclosures: 2006 notices

Numbers:

- White, not Hispanic or Latino, households had 55
percent of foreclosures (2,970)

- Emerging markets households had 29 percent
(1,560)
As a percent of all owner-occupied

households:

- Emerging markets households over-represented
- White, not Hispanic or Latino, households under-

represented
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Mortgage delinquencies and
foreclosures: 2006 notices

White, not Hispanic or _ 0.7
Latino 0.4

1.0
0.7

All
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African American —— A 48

Foreclosure Rate per 100
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Mortgage delinquencies and
foreclosures: 2006 notices

Summary of preliminary findings:
o Emerging markets households had a higher

Incidence of foreclosure, compared to White, not
Hispanic or Latino, households

o Emerging markets foreclosures were more likely
related to the purchase of a house, as opposed
to a loan refinance

o Households in foreclosure in 2006, regardless of
race and income, had to stretch to afford their

mortgage
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[Looking Forward

Looking Forward: Factors influencing
homeownership

o There are a lot of potential first-time
homebuyers in emerging markets

o Lower sales prices and interest rates help
o Barriers still exist
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MN: Emerging Market Projection
— Percentage of Population
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Source: Minnesota State Demographic Center, Minnesota Population Projections by
Race and Hispanic Origin, 2005 to 2035 (January 2009)




Factors Influencing
Homeownership

Age: People tend to start buying their homes in their
late 20s

Family structure: Married couples are more likely to
transition to homeownership

Income: Homeownership requires a stable source of
household income of a certain level

Employment opportunities: A local job market has to
provide the stable jobs that enable homeownership

Overall housing market: Lower interest rates or
alternative financial structures can enable increased
homeownership

Sustained homeownership: Longer spells of owning a
home can help increase the overall rate of
homeownership




MN: Homeownership Rates by
Age of Head of Household, 2008
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MN: Population by Age, 2008
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Source: Census Bureau, American Community Survey, 2008




MN: Percentage of Population
by Age, 2008
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MN: Median Family Income by
Race, 2008

$80,000
$74,489 $71 343
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Source: Census Bureau, American Community Survey, 2008
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US: Unemployment Rate by
Race and Ethnicity, Sept. 2009

18% -
16% - 15.4%

14% ~

12.7%

12% -
10% - 9.0%
8% A
6% -
4% -
2% A

0% -
White Black / African-American Hispanic

o)

Source: Bureau of Labor Statistics, Current Population Survey, September 2009 1 ﬂ\éﬁgﬁfgi}; ] 27




U.S.: Global Insights - Economic
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MN: Unemployment Rate
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Twin Cities Metro Area:
Median Home Sale Price
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Source: Minneapolis Area Association of Realtors




Interest Rate: 30-Year, Fix-Rate
Conventional Home Mortgages
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Source: Federal Reserve reporting of Primary Mortgage Market Survey from Freddie
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Historically Low Interest Rates

Federal Reserve Bank buying $1.25 trillion
dollars of Mortgage Banked Securities from
Fannie Mae and Freddie Mac.

o From January 2009 to March 2010

Lowered mortgage rates

o Policy announced on November 25, 2008
November 20, 2008 - 6.04%
January 15, 2009 - 4.96%

What will happen after March 20107




For more information, contact:

Michael Grover

Manager
Community Affairs, Federal Reserve Bank of Minneapolis
90 Hennepin Avenue, Minneapolis, MN 55401
Phone: 612-204-5172
E-mail: michael.grover@mpls.frb.org
www.minneapolisfed.org

John Patterson

Director of Research and Evaluation
Minnesota Housing
400 Sibley Street, Suite 300, St. Paul, MN 55101
Phone: 651-296-0763
E-mail: john.patterson@state.mn.us
www.mhfa.state.mn.us
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