
LLLEEEGGGIIISSSLLLAAATTTIIIVVVEEE 
RRREEEPPPOOORRRTTT 
ANALYSIS OF HOME 
MORTGAGE DISCLOSURE 
ACT (HMDA) DATA FOR 
TEXAS, 1999-2001 

REPORT PREPARED FOR


THE FINANCE COMMISSION OF TEXAS AND


THE OFFICE OF CONSUMER CREDIT COMMISSIONER


BY THE TEXAS LEGISLATIVE COUNCIL


APRIL 11, 2003 






Analysis of Home Mortgage Disclosure Act (HMDA) Data

for Texas, 1999-2001


Table of Contents

Summary Findings .......................................................................................................................... 1


Introduction .................................................................................................................................... 2


I. Overview of HMDA Data ......................................................................................................... 2 


II.	 Loan Applications, by Loan Purpose and Loan Type, 1999-2001............................................ 3


A. Number of Loan Applications by Loan Purpose and Loan Type ................................. 3


1. Loan Purpose .......................................................................................................... 3


2. Loan Type ............................................................................................................... 4


B. Dollar Value of Loan Applications ............................................................................... 5


III. Loan Approvals and Loan Denials, 1999-2001 ........................................................................ 6


A. HMDA Definitions of Approvals and Denials .............................................................. 6


B. Reasons for Loan Application Denials ......................................................................... 7


C. Loan Approval and Denial Rates by Loan Purpose and Loan Type ............................. 8


D. 	Loan Approval and Denial Rates by Race and Ethnicity and

by Loan Purpose and Type ........................................................................................... 9


IV. Prime Lending and Subprime Lending Activity in Texas, 1999-2001 ................................... 13


A. Who Is a Subprime Lender? ....................................................................................... 13


B. Overview of Prime and Subprime Activity in Texas .................................................. 14


1. Number and Dollar Value of Loan Applications, by Lender Type ....................... 14


2. Prime, Subprime, and Manufactured Home Lender Market Shares ..................... 15


C. Who Uses Prime and Subprime Lenders? .................................................................. 16


1.	 Prime, Subprime, and Manufactured Home Loan Applications,

by Race and Ethnicity ........................................................................................... 16


2. Prime, Subprime, and Manufactured Home Loan Applications, by Gender ........ 17


D.	 Approval and Denial Rates of Prime, Subprime, and Manufactured

Home Lenders ............................................................................................................. 17


1.	 Approval and Denial Rates for Conventional Home Purchase Loans,

by Race and Ethnicity ........................................................................................... 18


2.	 Approval and Denial Rates for Conventional Home Purchase Loans,

by Gender ............................................................................................................. 20


3.	 Approval and Denial Rates for Home Purchase and Refinancing Loans,

by Race and Ethnicity and Income Group ............................................................ 21


E.	 Prime and Subprime Activity in Substate Areas: Differences Among

Counties, Regions, and Metro Areas .......................................................................... 22


1. Counties and Regions ........................................................................................... 22


2. Metro Areas .......................................................................................................... 28


i




V. Loan Activity in Texas, California, Florida, and New York, 1999-2001 ................................. 29


A. Loan Approval and Denial Rates ................................................................................ 29


B. Loan Approval and Denial Rates by Race and Ethnicity............................................ 31


C. Prime and Subprime Lender Shares ........................................................................... 31


Appendix A. Data Tables


A-1. Loan Application Approvals and Denials, by Loan Type,


Loan Purpose, and Race/Ethnicity ...................................................................................... 1


A-2. Loan Applications, by Race/Ethnicity and Lender Type .................................................... 7


A-3. Loan Applications, by Gender and Lender Type ................................................................ 9


A-4. Loan Applications, by Gender, Race/Ethnicity


and Lender Type ............................................................................................................... 10


A-5. Loan Application Approvals and Denials, by Loan Type,


Lender Type, Loan Purpose, and Race/Ethnicity ............................................................. 14


A-6. Loan Application Approvals and Denials by Gender and


Lender Type ...................................................................................................................... 31


A-7. Loan Application Approvals and Denials, by Gender,


Race/Ethnicity, and Lender Type ...................................................................................... 33


A-8. Loan Application Approvals and Denials, by Lender Type,


Applicant Income, Loan Purpose, and Race/Ethnicity ..................................................... 41


A-9. Prime, Subprime, and Manufactured Home Lender Market Shares,


by County ......................................................................................................................... 64


A-10. Prime, Subprime, and Manufactured Home Lender Market Shares,


by Metro Area ................................................................................................................... 76


A-11. Loan Application Approvals and Denials,


Metro/Nonmetro Totals, by Lender Type and Race/Ethnicity ......................................... 83


Appendix B. HUD Subprime and Manufactured Home Lenders 

B-1. Subprime and Manufactured Home Lenders Doing 

Business in Texas, 1999-2001 .......................................................................................... 89


ii




Analysis of Home Mortgage Disclosure Act (HMDA) Data 
for Texas, 1999-2001 

Summary Findings 
An analysis of the HMDA data shows that the 1999-2001 period in Texas was characterized by 

an explosion in home refinancing, a slight decline in home purchase loan applications, sharp declines 
in manufactured home loans, and increases in loan approval rates by gender and by race and ethnicity. 

Loan applications for owner-occupied housing increased from about one million in 1999 to 
nearly 1.2 million in 2001, for an overall increase of about 15 percent. From 1999 to 2001, the 
number of loan applications for home purchases declined by five percent; the number of loan 
applications for home refinancing increased by nearly 70 percent. In 1999, home purchase 
applications accounted for 59 percent of all loan applications, but by 2001, home purchase 
applications represented only 49 percent of all applications. Approximately 86 percent of loan 
applications were for conventional loans. 

The total dollar amount of home purchase loan applications increased from $52.1 billion to 
$57.3 billion, while the total amount of refinancing applications more than doubled, increasing 
from $23 billion to $50 billion. In 2001, the average loan application amount for home purchases 
was $98,000; the average application amount for refinancings was $102,000. 

From 1999 to 2001, loan applications to prime lenders increased by 27 percent; loan applications 
to HUD-identified subprime and manufactured home lenders declined by five percent. Subprime 
and manufactured home lenders’ share of Texas loan applications declined from 37 percent to 31 
percent from 1999 to 2001. This decline in the broad subprime segment was fueled by a dramatic 
drop in loan applications to manufactured home lenders, which overwhelmed the otherwise 
respectable growth in subprime loan applications. 

The number of subprime and manufactured home lenders doing business in Texas declined 
during the 1999-2001 period. Although subprime lenders were most active in the refinancing market 
throughout the period, their share of the refinancing market also declined during the period. This 
lower subprime share is a result of declining interest rates during the period. 

In relative terms, subprime activity was concentrated in rural counties. In 2001, the subprime 
and manufactured home lender share of the rural loan market was 48 percent, while their share of 
the metro market was 29 percent. In the 10 largest counties in the state, subprime and manufactured 
home lenders’ market share was only 26 percent, well below their statewide share of 31 percent. 

Overall loan application approval rates increased from 60 percent in 1999 to 63 percent in 2001; 
loan denial rates fell from 27 percent to 23 percent. In 2001, the average dollar amount of approved 
home purchase loans was $107,000; the average dollar amount of approved home refinancing loans 
was $114,000. 

Residential loan approvals for both home purchase and refinancing loans increased for almost 
all groups during the 1999-2001 period. The Asian/Pacific Islander group had the highest approval 
rates of all groups, including whites, throughout the period. However, loan approval rates for whites 
and Asian/Pacific Islanders remained well above those for blacks, Hispanics, and Native Americans 
for both conventional and agency-insured loans. These disparities persisted over the three-year 
period by gender, by metro and nonmetro location, and by income group. 

All race and ethnic groups experienced consistently higher loan approval rates from prime lenders 
than from subprime lenders. The disparities in loan approval rates between whites and blacks and 
between whites and Hispanics were greater for prime lenders than for subprime lenders. 
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Introduction 
This report has three purposes: (1) to characterize the mortgage lending market in Texas; (2) to 

examine the demographic characteristics of Texas loan applicants; and (3) to analyze the approval 
and denial patterns of prime and subprime lenders with respect to these characteristics. The data 
used in this report are HMDA (Home Mortgage Disclosure Act) data for the calendar years 1999, 
2000, and 2001 and the HUD (U.S. Department of Housing and Urban Development) definition of 
“subprime lender.” 

This report is organized into five main sections. The first section discusses HMDA data. The 
second section contains a discussion of the numbers of loan applications by loan purpose (e.g., 
home purchase, refinancing) and by loan type (conventional, insured) during the 1999-2001 period. 
The third section provides an overview of loan approvals and denials by race and ethnicity and by 
loan purpose and loan type. 

The fourth section consists of a discussion of prime and subprime activity by loan purpose and 
loan type, and by race, ethnicity, gender, and income group. (Manufactured home lenders are 
included in the broad subprime segment unless otherwise noted.) This section also contains a 
description of differences in prime and subprime lender loan application approval and denial rates 
by loan purpose and type and applicant race, gender, and income. It concludes with a discussion of 
prime and subprime activity in various regions of the state. 

The fifth and final section of this report provides a brief comparison of loan approval rates and 
market share by lender type in Texas, California, Florida, and New York. These four states are the 
largest in the U.S. in terms of population. 

The body of this report contains summary data charts and graphs. Detailed tables from which 
the summary data are drawn are provided in Appendix A. Appendix B contains a listing of subprime 
lenders and manufactured home lenders that did business in Texas during the 1999-2001 period. 

The loan application totals shown in various charts and tables will differ considerably from 
table to table due to missing codes and information in the HMDA data.  For example, loan 
application totals by gender or by race and ethnicity are considerably less than statewide loan 
application totals because gender and race were not reported on thousands of loan applications. 
Loan application totals may also differ because the “other race” and “race not available” categories 
have been excluded from many of the tables showing loan activity by race and ethnicity. 

I. Overview of HMDA Data 
HMDA data consist of de-identified information gathered from residential loan applications 

that are received by financial institutions and reported annually to the Federal Financial Institutions 
Examination Council (FFIEC).1 In general, an institution subject to HMDA reporting requirements 
must report for each loan application: 

• the loan purpose: home purchase, home improvement, or refinancing; 

• loan type: conventional or government agency-insured;2 

• the loan amount; 

• the state, census tract, and metro location of the subject property; 

• whether the subject property is to be owner-occupied; 

• the race, gender, and annual income of the applicant(s); and 

• the action taken on the application.3 
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For action taken, an institution must report one of the following actions for each application:4 

• application approved and funded by the institution; 

• application approved but not accepted by the applicant(s); 

• application withdrawn by applicant(s); 

• application denied by the institution; or 

• file closed for incompleteness. 

HMDA data can be quite useful in identifying overall market trends in residential financing and 
in determining general residential mortgage market shares of reporting institutions. However, HMDA 
data do not include all residential loan applications because numerous institutions are exempt from 
HMDA reporting requirements.5  In general, depository institutions with assets of $31 million or 
less are exempt from HMDA reporting requirements. In addition, they are exempt if they made no 
first-lien home purchase or refinancing loans in the report year. Nondepository institutions are 
exempt if they have assets of $10 million or less and closed fewer than 100 residential loans in a 
calendar year. A nondepository institution is also exempt if the dollar value of its home purchase 
and refinancing loans represented less than 10 percent of the total dollar volume of its loan activity 
in the prior year. A much more detailed discussion of threshold criteria for HMDA reporting is 
available in the FFIEC publication “A Guide To HMDA Reporting: Getting It Right!”6 

The primary focus of this report is to analyze various demographic groups who apply for loans 
to purchase, improve, or refinance a primary residence. Consequently, many loan applications 
reported in the HMDA data for 1999, 2000, and 2001 were excluded from the data used for this 
report since they were not relevant to individual home buyers or homeowners. Loan applications 
were excluded if they were for non-owner-occupied dwellings, were for multifamily dwellings, or 
had a missing code for the year or action taken. And finally, loans that were purchased by institutions 
were also excluded from the analysis. 

It is also important to note that HMDA data do not provide verifiable empirical information 
about the extent of predatory lending practices in the state because key information—such as credit 
scores, interest rates, total fees, and payment and prepayment terms—is not included. Statements 
in this report of differences and trends are descriptive. In addition, statements concerning approval 
and denial rates by race and ethnicity do not include the “other race” and “race not provided/not 
applicable” categories. 

II. Loan Applications, by Loan Purpose and Loan Type, 1999-2001 
Loan applications are not the same as loan approvals, which are discussed in Section III. Loan 

application data are presented in this section because they provide a rough indication of the consumer 
demand for residential financing. 

A. Number of Loan Applications by Loan Purpose and Loan Type 

1. Loan Purpose.  Loan applications for owner-occupied dwellings increased from 1,022,752 
in 1999 to 1,178,776 in 2001, a 15 percent increase. Although most loan applications were for 
home purchases, the significance of home purchase loans declined markedly during the three-year 
period. This was due to a five percent decline in home purchase loan applications and dramatic 
growth in refinancing loan applications, which increased by 69 percent during the period. By 2001, 
loan applications for refinancing represented 41 percent of total loan applications, up from 28 percent 
in 1999. 
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The decline in the total number of loan applications between 1999 and 2000 was due primarily 
to a decline in refinancing applications, which was caused by relatively high interest rates. This 
decline was also mirrored in the national aggregates of HMDA data. 

The number of applications for home improvement loans declined slightly during the 1999-2001 
period. However, home improvement loans are not a significant market segment. They represented 
about only 10 percent of total loan applications during the three-year period. 

The graph and chart below show the number of loan applications by loan purpose and the 
relative shares of each over the three-year period. 

Num ber of Loan Applications:  Relative Shares by 
Loan Purpose 
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Number of Loan Applications, 
by Loan Purpose 

Percent 
Loan Purpose 1999 2000 2001 Change 

Home Purchase 612,802 632,546 581,508 -5% 

Home Improvement 121,270 104,932 108,742 -10% 

Refinancing 288,680 194,897 488,526 69% 

Totals 1,022,752 932,375 1,178,776 15% 

2. Loan Type. The majority of loan applications were for conventional loans. (A conventional 
loan is defined to be any loan other than an agency-insured loan.) Only about 14 percent of loan 
applications were for some type of agency-insured loans. These shares stayed fairly constant during 
the three-year period. 

Approximately three out of every four agency-insured loans were Federal Housing Administration 
(FHA) loans. 

In 2001, 79 percent of home purchase loan applications were for conventional financing. Over 
90 percent of refinancing and home improvement loan applications were for conventional financing. 
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Number of Loan Applications 

Percent 
Loan Type 1999 2000 2001 Change 

Conventional 876,433 805,036 1,014,256 16% 

FHA-insured 109,605 102,209 123,892 13% 

VA-insured 35,841 24,403 39,675 11% 

FmHA-insured 873 727 953 9% 

Totals 1,022,752 932,375 1,178,776 15% 

2001 

Percent 
Total Loan Percent Agency 

Loan Purpose Applications Conventional Insured 

Home Purchase 581,508 79% 21% 

Refinancing 488,526 92% 8% 

Home Improvement 108,742 99.6% 0.4% 

Total 1,178,776 

B. Dollar Value of Loan Applications 

Analysis of the dollar volume of loan applications also shows a dramatic increase in loan 
refinancings during the 1999-2001 period. The total dollar value of refinancing loan applications 
more than doubled, increasing from $23 billion in 1999 to nearly $50 billion in 2001. The total 
dollar volume of home purchase applications increased modestly from $52 billion in 1999 to $57 
billion in 2001. The chart and graph below show the dollar volume of loan applications by loan 
purpose for each year of the 1999-2001 period. 

From 1999 to 2001, the average dollar amount of home purchase loan applications increased 
from $85,000 to $98,000, while the average dollar amount of refinancing loan applications increased 
from $80,000 to $102,000. 

As noted earlier, home improvement loans were not a significant market segment. They 
constituted only about two to three percent of the total dollar amount of loan applications, considerably 
less than their 10 percent share of loan applications during the period. The average dollar amount 
of home improvement loan applications increased from $21,000 in 1999 to $22,000 in 2001. 
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Dollar  Value of Loan Applications:  Relative  Shares by 
Loan Purpose 
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Home Purchase 

Home Improvement 

Ref inancing 

Dollar Value of Loan Applications 
(million dollars) 

Percent 
Loan Purpose 1999 2000 2001 Change 

Home Purchase $52,062 $56,832 $57,276 10% 

Home Improvement 2,527 2,310 2,427 -4% 

Refinancing 22,973 15,176 49,716 116% 

Totals $77,562 $74,317 $109,419 41% 

III. Loan Approvals and Loan Denials, 1999-2001 

A.  HMDA Definitions of Approvals and Denials 

As noted above, the data in the prior section relate to loan applications, not loan approvals. 
However, not all loan applications to financial institutions are approved. Three types of lender 
responses to loan applications are shown in charts and tables in this report: application approved, 
application denied, and other. These are summarized from the five types of lender responses discussed 
earlier in Section I. 

The category of approved applications is fairly straightforward. It consists of applications that 
were approved and funded, along with applications that were approved but not accepted by the 
applicant. 

The category of denied applications is somewhat more complicated. It consists of applications 
that were turned down by the financial institution plus applications for which applicants either 
turned down or failed to respond to an institution’s counteroffer. In addition, the “denied” category 
may contain duplicate denials. For example, assume an individual applies for a residential loan at 
four different companies, is denied at three companies, and is approved at the fourth company. 
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Under HMDA regulations, these transactions would be reported as a loan denial by each of the first 
three companies and a loan approval by the fourth. HMDA data would then contain four transactions 
for this individual:  three denials and one approval.7 

Since HMDA data do not contain any identifying data for individuals, it is not possible to 
determine how many, if any, loan denial duplicates are in the HMDA data. It is also not possible to 
conclude unequivocally that loan denial means inability to obtain loans. It is possible to determine 
from the data that some demographic groups have higher denial rates than others, but it is not 
possible to determine whether these individuals were unable to ultimately obtain loans. 

The “other” category consists of applications that were withdrawn by the applicant before a 
credit decision was made and application files that were closed for incompleteness. A file would be 
reported as closed for incompleteness if an applicant failed to respond to an institution’s request for 
additional information within a specified period. 

Some of the charts in the sections that follow show approval and denial rates. These will not 
add to 100 percent because of the “other” category. The percent attributable to the “other” category 
is not shown in any chart because it adds little to the analysis. The percent attributable to this 
category can be easily determined by subtracting the sum of the approval and denial rates from 100. 

B. Reasons for Loan Application Denials 

HMDA regulations allow, but do not require, an institution to enter reasons for denying an 
application. Up to three reasons can be reported for each loan application denial: debt-to-income 
ratio, employment history, credit history, insufficient collateral, insufficient cash, unverifiable 
information, incomplete credit application, mortgage insurance denied, and other. 

Since HMDA regulations do not require an institution to enter reasons for denial, many chose 
not to do so. In 2001, institutions reported a reason for denial for about two out of every three 
denials. The table below shows the number of denials for each denial reason. Credit history, 
debt-to-income ratio, and insufficient collateral were the primary reasons for denials. 

Primary Reasons for Denial of 
Loan Applications, 2001 

Number of Percent of 
Reason Denials Denials 

Debt-to-Income Ratio


Employment History


Credit History


Insufficient Collateral


Insufficient Cash


Unverifiable Information


Credit Application Incomplete


Mortgage Insurance Denied


Other


24,595 14.6% 

2,184 1.3% 

79,391 47.1% 

23,479 13.9% 

1,766 1.0% 

1,915 1.1% 

12,049 7.2% 

138 0.1% 

22,997 13.6% 

168,514 

Note: In 2001, loan application denials totaled 270,694. Denial reasons 
were reported for only 168,514 denials. 
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Reasons for Loan Application Denials, 2001 

Debt-to-income ratio 

Employment history 

Credit history 

Collateral 

Insufficient cas h 

Unverifiable info 

Credit application incomplete 

Mortgage insurance denied 

Other 

Credit 
history 

Collateral 

Debt-to-
income 

Other 
App. 
incomplete 

C. Loan Approval and Denial Rates by Loan Purpose and Loan Type 

For 2001, only about 63 percent of the loan applications were ultimately approved; 23 percent 
were denied. The rest were withdrawn or not completed. The 63 percent approval rate was an 
increase over the 60 percent approval rate in 1999. Loan denials decreased from 27 percent in 1999 
to 23 percent in 2001. The chart below shows approval and denial rates for all three years. 

All Loan Applications 
All Applicants 

1999 2000 2001


Total Applications 1,022,752 932,375 1,178,776 

Number Approved 615,196 554,499 744,604 

Percent Approved 60% 60% 63% 

Number Denied 280,394 262,055 270,694 

Percent Denied 27% 28% 23% 

Note: Approval and denial numbers and percentages do not add to the 
totals because of the “other” category, which is not shown here. 

Loan approval and denial rates varied by loan purpose, as shown in the chart below. Approval 
rates for home purchase loan applications were the highest throughout the 1999-2001 period. Denials 
were greatest for home improvement loans. 
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All Loan Applications 
All Applicants 

1999 2000 2001 

Total Applications 

Home Purchase 612,802 632,546 581,508 

Refinancing 288,680 194,897 488,526 

Home Improvement 121,270 104,932 108,742 

Applications Approved 

Home Purchase Number 

Home Purchase Percent 

Refinancing Number 

Refinancing Percent 

Home Improvement Number 

Home Improvement Percent 

Applications Denied 

Home Purchase Number 

Home Purchase Percent 

Refinancing Number 

Refinancing Percent 

Home Improvement Number 

Home Improvement Percent 

1,022,752 932,375 1,178,776


385,283 403,066 400,408 

63% 64% 69% 

161,965 90,135 284,030 

56% 46% 58% 

67,948 61,298 60,166 

56% 58% 55% 

175,433 170,620 122,228 

29% 27% 21% 

58,078 52,155 108,128 

20% 27% 22% 

46,883 39,280 40,338 

39% 37% 37% 

Note: Approval and denial numbers and percentages do not add to the 
totals because of the “other” category, which is not shown here. 

D.  Loan Approval and Denial Rates by Race and Ethnicity and by 
Loan Purpose and Loan Type 

Loan approvals and denials varied dramatically across all race and ethnic groups during the 
1999-2001 period. (All race and ethnic data used in this report pertain to the primary applicant.) 
Data in the chart below show that loan approval rates for almost all groups increased during the 
period, while loan denial rates fell. The Native American group is the only group that did not 
experience an increase in loan approval rates. Approval rates for both whites and Asian/Pacific 
Islanders remained well above those for blacks, Hispanics, and Native Americans throughout the 
period, as shown in the chart below. 
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Loan Applications By 
Race/Ethnicity 

1999 2000 2001


White Applicant Total 

Percent Approved 

Percent Denied 

Black Applicant Total 

Percent Approved 

Percent Denied 

Hispanic Applicant Total 

Percent Approved 

Percent Denied 

Asian/PI* Applicant Total 

Percent Approved 

Percent Denied 

564,225 469,537 567,999 

66% 68% 75% 

24% 22% 16% 

79,213 72,240 71,926 

48% 50% 55% 

35% 33% 30% 

186,278 173,693 184,199 

53% 55% 61% 

35% 34% 28% 

22,093 21,939 32,203 

72% 74% 77% 

15% 13% 12% 

Native American Applicant Total 5,354 4,699 4,364 

Percent Approved 60% 54% 59% 

Percent Denied 26% 31% 22% 

* PI means Pacific Islander. 

Note: Approval and denial percentages do not add to 100% because of the 
“other” category, which is not shown here. Totals for each year (not shown 
here) will not add to the totals shown in the prior chart because race/ethnicity 
is not reported on all loan applications. 

In 2001, the average amount of approved loans by race and ethnicity was:8 

White: $113,000 

Black: $93,000 

Hispanic: $75,000 

Asian/Pacific Islander: $124,000 

Native American: $104,000 

The average amount of denied loans by race and ethnicity was: 

White: $73,000 

Black: $69,000 

Hispanic: $51,000 

Asian/Pacific Islander: $98,000 

Native American: $73,000 
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The two charts below show approval rates for home purchase loans and refinancing loans by 
loan type (conventional, agency-insured) and by race/ethnic groups. 

Approval Rates, Home Purchase Loan Applications 

1999 2000 2001 

Conventional Loans 

White 64% 67% 74% 

Black 44% 46% 51% 

Hispanic 47% 51% 57% 

Asian/PI 77% 77% 78% 

Native American 61% 53% 59% 

Totals, Conventional Home 
Purchase Loans 59% 60% 66% 

Agency-Insured Loans 

White 84% 81% 85% 

Black 75% 74% 76% 

Hispanic 78% 77% 80% 

Asian/PI 79% 79% 80% 

Native American 73% 75% 70% 

Totals, Agency-Insured Home 
Purchase Loans 80% 78% 80% 

Totals, All Home Purchase 
Applications 63% 64% 69% 
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Approval Rates, Home 
Refinancing Loan Applications 

1999 2000 2001


Conventional Loans 

White


Black


Hispanic


Asian/PI


Native American


Totals, Conventional 
Refinancing Loans 

Agency-Insured Loans 

White


Black


Hispanic


Asian/PI


Native American


Totals, Agency-Insured 
Refinancing Loans 

Totals, All Refinancing 
Applications 

63% 56% 73% 

38% 36% 45% 

48% 46% 57% 

57% 53% 76% 

51% 40% 55% 

54% 46% 56% 

75% 76% 83% 

70% 73% 79% 

71% 71% 79% 

69% 65% 77% 

59% 75% 75% 

72% 71% 80% 

56% 46% 58%


In general, approval rates for all racial/ethnic groups were considerably higher for agency-insured 
loans than for conventional loans throughout the period. However, the agency-insured segment of 
the home loan market in Texas is relatively small. Of the 1,178,776 loan applications for 
owner-occupied housing in Texas for 2001, only 164,520—14 percent of the total—were for 
agency-insured loans. 

Usage of agency-insured loans varied across groups. In 2001, about 22 percent of the loan 
applications of blacks and Hispanics were for agency-insured loans; 14 percent of the loan 
applications of whites were for agency-insured loans. Agency-insured loans are slightly more 
expensive than comparable conventional loans because of the funding fees and insurance premiums, 
which are paid by the borrower. 

Approval rates for whites remained above those for blacks, Hispanics, and Native Americans 
for both conventional and agency-insured loans. The approval rate disparity among whites and 
blacks and Hispanics was much greater for conventional home purchase loans than for agency-insured 
loans. For conventional home purchase loans, the white-black approval rate disparity increased 
from 20 percentage points in 1999 (64 percent minus 44 percent) to 23 percentage points in 2001 
(74 percent minus 51 percent). For agency-insured loans, the white-black approval rate disparity 
remained at 9 percentage points for both years. 
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The primary reason for denial for each race and ethnic group was credit history, which, according 
to HMDA definitions, can cover a variety of specific circumstances, such as limited credit experience, 
delinquent past or present credit obligations, foreclosure, bankruptcy, garnishment, collection action, 
and insufficient or unacceptable credit references. The second most important reason for nearly all 
groups was debt-to-income ratio, which means that an applicant’s income is inadequate for the 
amount of credit requested. For Native Americans, insufficient collateral was a slightly more 
important reason for denial than debt-to-income ratio. 

Table A-1 in Appendix A contains detailed data pertaining to numbers of loan applications and 
approval/denial rates for whites, blacks, Hispanics, Asian/Pacific Islanders, and Native Americans 
by year, loan purpose (home purchase, refinancing, home improvement), and type of loan 
(conventional, agency-insured). 

IV. Prime Lending and Subprime Lending Activity in Texas, 1999-2001 
This section consists of a comparison of prime and subprime loan applications and is divided 

into five subsections. The first subsection defines prime and subprime lender in general and introduces 
the HUD list of subprime lenders. The second subsection provides an overview of the relative 
shares of prime and subprime lenders by loan purpose and by lender type. The third subsection 
discusses prime and subprime usage by race and ethnicity and by gender. The fourth contains a 
summary of prime and subprime approval and denial rates by race and ethnicity, by gender, and by 
income group. The fifth and final subsection provides an overview of prime and subprime activity 
in several substate areas. Manufactured home lenders are included in the subprime segment unless 
otherwise noted. 

A. Who Is a Subprime Lender? 

The prime market consists of individuals with excellent credit records and lenders who make 
loans to these prime borrowers. Generally, the interest rate charged to prime borrowers reflects a 
reasonable return to capital within the context of the investment opportunities available to the lender 
at a particular time. 

The subprime market consists of individuals who have less-than-perfect credit records due to 
past bankruptcies, late payments, or a generally poor record in managing debt. An individual’s 
impaired credit record may also be attributable to carrying too much credit card debt and having an 
irregular employment history. Subprime lenders are lenders who loan money to individuals in this 
market segment. In general, subprime loans carry higher interest rates to compensate lenders for 
assuming the higher risk of lending to subprime borrowers. Therefore, a subprime interest rate 
consists of two components: a reasonable return to capital (charged to all borrowers) and a risk 
premium whose size corresponds to the risk of not being repaid. 

The HMDA data do not indicate whether a loan is a subprime loan or whether a financial 
institution is a subprime lender. One way to identify subprime lenders in the HMDA data is to link 
the financial institutions in the HMDA data with the list of subprime and manufactured home lenders 
developed by the U.S. Department of Housing and Urban Development (HUD).9 This combined 
database can then be used to analyze the loan and demographic characteristics of applications 
submitted to lenders in the subprime segment. 

The main shortcoming of using HUD data to identify subprime lenders is the assumption that 
all loans reported by subprime lenders are ipso facto subprime loans. This assumption is not entirely 
correct, because market sectors are not so clearly delineated. HUD has noted that “most subprime 
lenders also originate prime loans,” and a “number of . . . prime lenders originate a significant 
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number of subprime . . . loans.”10  However, since there are no comprehensive, publicly available 
data for Texas concerning prime and subprime loans and loan applications, the HUD list of subprime 
lenders is the only way to identify the subprime segment. 

HUD developed its lists of subprime and manufactured home lenders for the 1999-2001 period 
as follows. For each of these years, HUD reviewed HMDA data and industry trade publications to 
develop a list of potential subprime lenders.11  HUD then contacted the lenders to determine if they 
specialized in subprime loans for the year in question. Most lenders identified themselves as either 
a subprime, manufactured home, or prime lender. In cases where a lender offered all three kinds of 
loans (prime, subprime, and manufactured home loans), HUD identified a lender as a subprime or 
manufactured home lender if at least 50 percent of its conventional originations were subprime or 
manufactured home loans. Acquisitions and activities of subsidiaries can also determine whether a 
lender is on the HUD subprime list.12 

HUD cautions that it neither endorses the lenders on its lists nor suggests that they engage in 
predatory lending practices. 

Appendix B in this report contains the names of the HUD-identified financial institutions in the 
subprime segment that reported loan applications in Texas in 1999, 2000, or 2001. It is important to 
note that HUD did not identify these institutions as subprime lenders doing business in Texas. 
HUD compiled its annual lists of subprime and manufactured home lenders on the basis of national 
data. 

The data pertaining to subprime lending in the following sections are derived from the HMDA 
data reported by the HUD-identified subprime lenders during each year of the 1999-2001 period. 
All loans reported by a subprime or manufactured home lender are assumed to be subprime or 
manufactured home loans, respectively; all loans reported by a prime lender are assumed to be 
prime loans. A prime lender is defined to be any lender not on the HUD list. 

B.  Overview of Prime and Subprime Activity in Texas 

The broad subprime industry in Texas, which includes the manufactured home lender segment, 
is dominated by larger firms. In 2001, the three largest subprime lenders (Ameriquest, Conseco, 
and Household)13 in Texas received about 25 percent of all loan applications, while the 10 largest14 

received nearly 60 percent of all loan applications. This is also true for loan applications when 
measured in terms of dollar amounts. The number of subprime lenders doing business in Texas 
declined from 141 in 1999, to 116 in 2000, and to 108 in 2001. 

1. Number and Dollar Value of Loan Applications, by Lender Type.  During the 1999-2001 
period, the number of applications to prime lenders increased by 27 percent; the number submitted 
to subprime lenders increased by 35 percent, and the number submitted to manufactured home 
lenders declined by 38 percent. Overall, the total submitted to subprime and manufactured home 
lenders declined by 5 percent. 

When measured in terms of the dollar value of loan applications, prime lending activity grew 
more than did subprime activity. The total dollar amounts requested on loan applications to prime 
lenders increased by nearly 52 percent, while the dollar amounts of loans to subprime lenders 
increased by 46 percent. The dollar value of loan applications to manufactured home lenders fell 
by 35 percent. 

The average dollar amount of loan applications to prime lenders increased from $89,000 to 
$106,000 from 1999 to 2001. For subprime lenders, the average dollar amount increased from 
$67,000 to $73,000, and the average dollar amount for manufactured home lenders increased from 
$42,000 to $44,000. 
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Number of Loan Applications 

Percent 
Applications to: 1999 2000 2001 Change 

Prime Lenders 640,027 551,961 814,394 27.2% 

Subprime Lenders 173,972 186,150 234,380 34.7% 

Manufactured Home 
Lenders 208,753 194,264 130,000 -37.7% 

Total, Subprime & 
Manu. Home Lenders 382,725 380,414 364,380 -4.8% 

All Applications 1,022,752 932,375 1,178,774 15.3% 

Number of Subprime & 
Manu. Home Lenders 
Doing Business in Texas 141 116 108 -23.4% 

Dollar Value of Loan Applications 
(million dollars) 

$ Value of Percent 
Applications to: 1999 2000 2001 Change 

Prime Lenders $57,030,182 $53,348,447 $86,608,900 51.9% 

Subprime Lenders $11,680,285 $12,900,700 $17,045,258 45.9% 

Manufactured 
Home Lenders $8,851,532 $8,068,005 $5,764,725 -34.9% 

Total, Subprime & 
Manu. Home Lenders $20,531,817 $20,968,705 $22,809,983 11.1% 

All Applications $77,561,999 $74,317,152 $109,418,883 41.1% 

2. Prime, Subprime, and Manufactured Home Lender Market Shares. The chart below 
shows the market shares of prime, subprime, and manufactured home lenders by loan purpose and 
by loan type for the 1999-2001 period. Prime lenders maintained their dominance of the market 
for home purchase, improvement, and refinancing loans, as well as the market for agency-insured 
loans throughout the period. Prime lenders received over half of all loan applications throughout 
the period, but subprime lenders were active in all market segments. In 2001, the subprime market 
share was greatest in refinancing loans, with 30 percent of all loan applications, and least in 
agency-insured loans, with less than 2 percent overall. 

Manufactured home lenders were most active in the conventional home purchase market, although 
their market share declined dramatically over the three-year period. 
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1999 2000 2001 

Percent Percent Percent 
Loan Percent Percent Manu. Percent Percent Manu. Percent Percent Manu. 
Purpose Prime Subprime Home Prime Subprime Home Prime Subprime Home 

Home 
Purchase 61% 7% 32% 61% 11% 28% 70% 11% 19% 

Home 
Improvement 79% 16% 5% 78% 16% 7% 74% 22% 4% 

Refinancing 58% 39% 3% 42% 52% 6% 66% 30% 3% 

Totals 63% 17% 20% 59% 20% 21% 69% 20% 11% 

1999 2000 2001 

Percent Percent Percent 
Percent Percent Manu. Percent Percent Manu. Percent Percent Manu. 

Loan Type Prime Subprime Home Prime Subprime Home Prime Subprime Home 

Conventional 57% 20% 24% 54% 23% 23% 64% 23% 13% 

FHA-insured 98% 2% 0% 88% 3% 9% 97% 2% 1% 

VA-insured 99% 1% 0% 99% 1% 0% 99% 1% 0% 

FmHA-insured 91% 9% 0% 98% 2% 0% 87% 13% 0% 

Totals 63% 17% 20% 59% 20% 21% 69% 20% 11% 

C. Who Uses Prime and Subprime Lenders? 

Use of prime, subprime, and manufactured home lender by race and ethnic group, by gender, 
and by income group varied dramatically throughout the three-year period. 

1. Prime, Subprime, and Manufactured Home Loan Applications, by Race and Ethnicity. 
Whites and Asian/Pacific Islanders were the major users of prime lenders in 2001. As shown in the 
chart below, 79 percent of loan applications from whites and 92 percent of applications from Asian/ 
Pacific Islanders went to prime lenders. Blacks were the major users of subprime lenders; Hispanics 
were the major users of manufactured home lenders. Asian/Pacific Islanders were the least likely to 
use subprime and manufactured home lenders. 

Loan Applications, 2001 

Percent 
Total Percent Percent Manu. 

Applications Prime Subprime Home 

White


Black


Hispanic


Asian/PI


Native American


Other Race


Not Available


567,999 79% 12% 9% 

71,926 60% 30% 10% 

184,199 70% 17% 13% 

32,203 92% 7% 1% 

4,364 72% 18% 10% 

12,596 83% 12% 5% 

305,489 49% 35% 16% 

1,178,776 
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Table A-2 in Appendix A shows the percentage of loan applications to the three lender types by 
race and ethnicity for all three years. The data show that nearly all groups have dramatically curtailed 
their usage of manufactured home lenders over the period and increased their usage of prime lenders. 
Whites, blacks, Hispanics, and Native Americans increased their usage of prime lenders by at least 
10 percentage points over the period. Whites and Hispanics slightly increased their usage of subprime 
lenders; blacks slightly decreased their usage of subprime lenders. (See Table A-2.) 

2. Prime, Subprime, and Manufactured Home Loan Applications, by Gender.  Males used 
prime lenders more than females. In 2001, 79 percent of loan applications with a male as a primary 
applicant went to prime lenders; 66 percent with a female as a primary applicant went to prime 
lenders. Both males and females increased their usage of prime lenders over the three-year period 
and sharply curtailed their usage of manufactured home lenders. (See Table A-3 in Appendix A.) 

Loan Applications, 2001 

Gender of Percent 
Primary Total Percent Percent Manu. 
Applicant Applications Prime Subprime Home 

Male 677,355 79% 13% 8% 

Female 244,321 66% 21% 13% 

Not Available/ 
Not Applicable 257,100 46% 37% 17% 

1,178,776 

As shown in Table A-4 in Appendix A, males in all race and ethnic groups used prime lenders 
more frequently than did females. In nearly all groups, the differential between males and females 
was about 10 percentage points in 2001. 

In relative terms, black females and Hispanic females were major users of subprime and 
manufactured home lenders. In 2001, 45 percent of loan applications with a black female as the 
primary applicant were submitted to subprime and manufactured home lenders. (See Table A-4 in 
Appendix A.) The comparable percentage for Hispanic females was 37 percent; for white females, 
30 percent. 

D. Approval and Denial Rates of Prime, Subprime, and 
Manufactured Home Lenders 

Overall, prime lenders approved a much larger percentage of all loan applications than did 
subprime or manufactured home lenders. In 2001, prime lenders received 69 percent of all loan 
applications, subprime lenders received 20 percent, and manufactured home lenders received 11 
percent. Of the total of 744,604 loan applications approved in 2001, prime lenders approved 82 
percent of the total, subprime lenders approved 12 percent of the total, and manufactured home 
lenders approved 6 percent. 

Prime lenders also approved a much larger percentage of conventional home purchase loan 
applications. In 2001, prime lenders received 63 percent of all conventional home purchase 
applications, subprime lenders received 13 percent, and manufactured home lenders received 24 
percent. Of the total approved of 302,153, prime lenders approved 78 percent, subprime lenders 
approved 9 percent, and manufactured home lenders approved 13 percent. 
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The chart below shows approval rates of prime, subprime, and manufactured home lenders for 
all loan applications, conventional home purchase applications, and conventional refinancing 
applications. Prime lenders had the highest loan application approval rates in all three years. With 
the exception of 1999, subprime lenders had higher approval rates than manufactured home lenders. 
Subprime and manufactured home approval rates were below 50 percent in all categories throughout 
the period. The sole exception was the subprime home purchase approval rate in 1999. 

Approvals, All Loan Applications 

Percent Approved 

1999 2000 2001 

Prime Lenders 74% 76% 75% 

Subprime Lenders 40% 40% 37% 

Manufactured Home Lenders 35% 33% 35% 

All Loan Applications, All Lenders 60% 59% 63% 

Approvals of Conventional 
Home Purchase Applications 

Percent Approved 

1999 2000 2001 

Prime Lenders 78% 80% 81% 

Subprime Lenders 51% 49% 47% 

Manufactured Home Lenders 35% 31% 36% 

Conventional Home Purchase

Loans, All Lenders 59% 60% 66%


Approvals of Conventional 
Home Refinancing Applications 

Percent Approved 

1999 2000 2001 

Prime Lenders 71% 66% 71% 

Subprime Lenders 34% 32% 30% 

Manufactured Home Lenders 41% 31% 25% 

Conventional Home Refinancing

Loans, All Lenders 54% 46% 56%


The sections and charts below contain information about approval and denial rates by race and 
ethnicity, gender, and income group. Considerably more detail is available in referenced tables in 
Appendix A. 

1. Approval and Denial Rates for Conventional Home Purchase Loans, by Race and 
Ethnicity. The summary charts below show approval and denial rates of prime lenders, subprime 
lenders, and manufactured home lenders for conventional home purchase loans by race/ethnicity 
for each year of the 1999-2001 period. 
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In 2001, prime lenders approved 82 percent of all conventional home purchase loan applications. 
Subprime lenders approved only 47 percent, and manufactured home lenders approved only 36 
percent. This pattern prevailed across race and ethnic groups. All race and ethnic groups experienced 
higher loan application approval rates from prime lenders than subprime and manufactured home 
lenders in both 2000 and 2001. In 1999, only Native Americans had higher approval rates from 
subprime lenders than from prime lenders. 

Whites, who often had the highest loan approval rates after Asian/Pacific Islanders, had high 
approval rates from prime lenders (85 percent in 2001), but relatively low approval rates from 
subprime lenders (55 percent) and manufactured home lenders (40 percent). The approval rates of 
blacks, Hispanics, and Native Americans from prime lenders were also consistently higher than 
their approval rates from subprime and manufactured home lenders throughout the period. 

PRIME LENDERS 

Conventional Financing 

Home Purchases 

White 

Black 

Hispanic 

Asian/PI 

Native American 

Totals 

Percent Approved Percent Denied 

1999 2000 2001 1999 2000 2001 

82% 84% 85% 

64% 67% 69% 

68% 72% 73% 

79% 80% 80% 

74% 73% 72% 

10% 8% 7% 

25% 21% 19% 

22% 18% 16% 

10% 9% 8% 

15% 12% 10% 

78% 80% 81% 13% 10% 9% 

Note: Approval and denial percentages do not add to 100% because of the 
“other” category, which is not shown here. 

SUBPRIME LENDERS 

Conventional Financing 

Home Purchases 

White 

Black 

Hispanic 

Asian/PI 

Native American 

Totals 

Percent Approved Percent Denied 

1999 2000 2001 1999 2000 2001 

57% 55% 55% 

52% 45% 43% 

52% 49% 47% 

61% 52% 53% 

82% 55% 41% 

22% 29% 29% 

26% 31% 34% 

24% 34% 36% 

18% 30% 26% 

10% 31% 37% 

51% 49% 47% 24% 30% 32% 

Note: Approval and denial percentages do not add to 100% because of the 
“other” category, which is not shown here. 
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MANUFACTURED HOME LENDERS 

Conventional Financing 

Home Purchases 

White 

Black 

Hispanic 

Asian/PI 

Native American 

Totals 

Percent Approved Percent Denied 

1999 2000 2001 1999 2000 2001 

38% 35% 40% 

26% 25% 31% 

32% 30% 34% 

43% 38% 39% 

31% 31% 33% 

60% 62% 57% 

72% 72% 67% 

66% 68% 63% 

52% 60% 58% 

67% 66% 65% 

35% 31% 36% 63% 66% 62% 

Note: Approval and denial percentages do not add to 100% because of the 
“other” category, which is not shown here. 

Table A-5 in Appendix A contains detailed data showing loan application numbers and approval 
and denial rates among race and ethnic groups by loan type (conventional, agency-insured) and 
loan purpose (home purchase, refinancing, home improvement) for prime, subprime, and 
manufactured home lenders. 

2. Approval and Denial Rates for Conventional Home Purchase Loans, by Gender. The 
summary chart below shows approval rates of prime lenders, subprime lenders, and manufactured 
home lenders for conventional home purchase loans by gender for each year of the 1999-2001 
period. Loan approval rates for males were slightly higher than female approval rates for all lender 
types for all years. 

The overall loan approval rate (shown as “Totals” in the chart below) is roughly 10 percentage 
points higher for males than for females throughout the period. This difference is much higher than 
the male-female approval rate differences by lender type, which are only about two-three percentage 
points. Since females use subprime lenders more than do males, the larger number of female 
subprime and manufactured home lender loans has a greater impact on the totals than on the individual 
categories. 

Conventional Financing 

Home Purchases 

Prime 

Subprime 

Manufactured 
Home 

Percent Approved: MALES Percent Approved: FEMALES 

1999 2000 2001 1999 2000 2001 

79% 81% 82% 

55% 52% 51% 

36% 33% 38% 

75% 79% 80% 

53% 49% 48% 

34% 31% 35% 

Totals 62% 65% 70% 52% 55% 62% 

20




Table A-6 in Appendix A shows approval and denial rates by gender and lender type for all 
loans during the 1999-2001 period. Males experienced higher loan application approval rates than 
females for all lender types. As shown in Table A-7, this pattern held for male and female approval 
rates across all race and ethnic groups for all lender types. 

3. Approval and Denial Rates for Home Purchase and Refinancing Loans, by Race and 
Ethnicity and Income Group.  Loan application approval and denial rates also varied by race and 
ethnicity within broad income groups. The following chart shows approval and denial rates for 
home purchase loan applications, by race/ethnicity, and lender type, within four income groups for 
2001. Both conventional and agency-insured loans are included in the data. The income groups 
were defined on the basis of quartiles of the applicant income data in the HMDA data for 2001.15 

The Asian/Pacific Islander and NativeAmerican groups were excluded from the table below because 
they had very few loan applications to manufactured home lenders. 

Table A-8 in Appendix A contains considerably more detail and includes loan approval and denial 
data for home purchase and refinancing applications by race and ethnicity within each income group. 

Disposition of Home Purchase Loan 
Applications, 2001 

Applicant Income 

Percent Approved Percent Denied 

Manu. 
Prime Subprime Home 

Lenders Lenders Lenders 

Manu. 
Prime Subprime Home 

Lenders Lenders Lenders 

More than $87,000 

White 

Black 

Hispanic 

87% 64% 52% 

75% 47% 29% 

81% 53% 41% 

5% 18% 42% 

13% 28% 70% 

9% 22% 55% 

Totals 86% 60% 49% 6% 20% 46% 

$57,000-$87,000 

White 

Black 

Hispanic 

87% 59% 47% 

75% 48% 37% 

80% 54% 41% 

6% 22% 49% 

13% 27% 58% 

10% 24% 55% 

Totals 84% 56% 45% 7% 23% 51% 

$37,000-$56,000 

White 

Black 

Hispanic 

85% 55% 44% 

74% 47% 34% 

78% 50% 40% 

7% 30% 52% 

14% 31% 64% 

11% 32% 57% 

Totals 82% 52% 42% 9% 31% 54% 

Less than $37,000 

White 

Black 

Hispanic 

80% 47% 37% 

67% 37% 29% 

72% 43% 32% 

11% 45% 61% 

19% 46% 69% 

16% 45% 66% 

Totals 75% 44% 34% 14% 45% 64% 

21




E. Prime and Subprime Activity in Substate Areas: 
Differences Among Counties, Regions, and Metro Areas 

1. Counties and Regions. In general, prime lenders’ shares of various substate residential loan 
markets increased from 1999 to 2001, while manufactured home lenders’ share declined sharply. 
There were, however, substantial differences among prime, subprime, and manufactured home shares 
of the residential loan market in various substate areas. The charts below for 1999 and 2001 show 
the percent of total loan applications reported by prime, subprime, and manufactured home lenders 
in metro16 and nonmetro counties, along with border and coastal counties.17 

Map 1 on the next page identifies Texas metro counties. 

The largest difference between prime and subprime shares of the residential loan market was 
between metro and nonmetro counties. In 1999, 65 percent of loan applications in metro areas were 
submitted to prime lenders, but in nonmetro counties, only 39 percent of loan applications were 
submitted to prime lenders. Manufactured home lenders received 44 percent of all loan applications 
in nonmetro counties in 1999. By 2001, subprime and manufactured home lenders were still major 
players in the nonmetro markets, but their dominance had declined from 61 percent to 48 percent. 

The chart for 2001 shows a sharp decline in the relative importance of manufactured home loan 
applications and increases in the relative shares of both prime and subprime lenders across all 
substate areas. In 2001, prime lenders had the largest share of the home loan market in metro 
counties, with 72 percent of loan applications. They also had over 60 percent of loan applications 
in both border counties18 and coastal counties.19 The market shares of subprime lenders—excluding 
manufactured home lenders—were greatest in rural counties, with 26 percent of all loan applications, 
and in border counties, with 27 percent. 

Map 2 shows combined subprime and manufactured home loan applications as a percent of all 
loan applications by county in 2001. 

Map 2 was derived from the data in Table A-9 in Appendix A. This table shows the number of 
prime, subprime, and manufactured home loan applications in each county in 2001, along with the 
percentage of each type in the total number of applications. 

Maps 3, 4, and 5 on the following pages show the number of prime, subprime, and manufactured 
home loan applications, respectively, per 10,000 population, by county for 2001. 
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MAP 1
Metropolitan Statistical Areas (MSA)

Texas

Texas Legislative Council
02Apr03

1 - Amarillo
2 - Lubbock
3 - El Paso
4 - Odessa-Midland
5 - San Angelo
6 - Abilene
7 - Wichita Falls
8 - Sherman-Denison
9 - Dallas

10 - Fort Worth-Arlington
11 - Tyler
12 - Longview-Marshall
13 - Texarkana
14 - Waco
15 - Killeen-Temple
16 - Austin-San Marcos
17 - San Antonio
18 - Laredo
19 - McAllen-Edinburg-Mission
20 - Brownsville-Harlingen-San Benito
21 - Corpus Christi
22 - Victoria
23 - Brazoria
24 - Galveston-Texas City
25 - Houston
26 - Beaumont-Port Arthur
27 - Bryan-College Station

MSA

Source: OMB 1999
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1999


Substate Area Percent 
Total Loan(number of counties Percent Percent Manu. 

in area) Applications Prime Subprime Home 

Metro Counties (58) 909,003 65% 17% 18% 
Nonmetro Counties (196) 107,206 39% 17% 44% 

Metro Core Counties (28) 661,952 66% 18% 16% 
Metro Suburban Counties (30) 247,051 64% 13% 23% 
Nonmetro Counties (196) 107,206 39% 17% 44% 

Border Counties (14) 64,295 57% 18% 25% 
Coastal Counties (10) 49,391 62% 20% 17% 
Rest of State (230) 902,523 63% 17% 20% 

2001 

Substate Area Percent 
(number of counties Total Loan Percent Percent Manu. 
in area) Applications Prime Subprime Home 

Metro Counties (58) 1,061,313 72% 20% 9% 
Nonmetro Counties (196) 95,414 52% 26% 22% 

Metro Core Counties (28) 759,416 71% 21% 8% 
Metro Suburban Counties (30) 301,896 73% 16% 10% 
Nonmetro Counties (196) 95,414 52% 26% 22% 

Border Counties (14) 66,858 62% 27% 12% 
Coastal Counties (10) 54,846 69% 22% 9% 
Rest of State (230) 1,035,022 71% 20% 10% 

2. Metro Areas. Prime and subprime lenders’ overall share of the Texas residential mortgage 
market also varied markedly by metro area. Table A-10 in Appendix A shows market shares of 
prime, subprime, and manufactured home lenders in metro areas. 

As noted earlier, prime lenders received 69 percent of all loan applications in Texas in 2001. In 
metro counties, however, prime lenders had a slightly larger share of the market, at 72 percent, 
although there was substantial variation in prime lenders’ market shares by metro area. In 2001, 
prime lenders had the lowest market shares in the Longview-Marshall (59 percent), McAllen-
Edinburg-Mission (59 percent), Texarkana (59 percent), Odessa-Midland (60 percent), and Tyler 
(60 percent) metro areas. Prime lenders had the greatest market shares in the Dallas (76 percent 
prime), Fort Worth-Arlington (75 percent prime), and Austin-San Marcos (74 percent prime) metro 
areas. (See Table A-10.) 

Table A-11 shows the approval and denial rates in metro versus nonmetro areas, by lender type 
and by race and ethnicity. In 2001, loan application approval rates of prime lenders were higher for 
all race and ethnic groups in metro counties. (See Table A-11.) Prime lender loan approval rates for 
blacks were 68 percent in metro areas and only 56 percent in nonmetro areas. Comparable percentages 
for Hispanics were 71 percent in metro areas and 63 percent in nonmetro areas. For whites, the prime 
lender metro approval percentage was 83 percent, while the nonmetro approval percentage was 78 percent. 
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Over half (about 191,611) of the 364,380 loan applications submitted to subprime lenders and 
manufactured home lenders in 2001 came from 10 metro counties. (A metro county is not the same 
as a metro area. See footnote 16.) Within these 10 counties, the total number of subprime applications 
represented about 26 percent of the total number of loan applications reported in those counties, 
which was below the state average of 31 percent. 

2001 HMDA Data 

Total 
Number of Loan Applications to: Total Subprime 

As % of 
Manu. Other Total Applications Total 

County Home Subprime Subprime in County Applications 

Harris 11,051 40,023 51,074 187,059 27% 

Dallas 6,640 27,865 34,505 126,256 27% 

Tarrant 6,393 17,058 23,451 101,288 23% 

Bexar 6,711 15,453 22,164 71,692 31% 

Travis 5,478 10,867 16,345 64,365 25% 

El Paso 2,486 7,233 9,719 27,313 36% 

Denton 2,372 6,624 8,996 46,744 19% 

Montgomery 3,889 4,886 8,775 27,437 32% 

Collin 1,531 6,834 8,365 59,372 14% 

Fort Bend 1,288 6,929 8,217 34,412 24% 

Totals 47,839 143,772 191,611 745,938 26% 

State Totals 130,000 234,380 364,380 1,178,774 31% 

V.  Loan Activity in Texas, California, Florida, and New York, 1999-2001 
In terms of 2000 population, the largest states in the U.S. are California, Texas, New York, and 

Florida. This section provides a brief comparison of loan approval rates and market share by lender 
type in Texas and these other three states. 

A. Loan Approval and Denial Rates 

In terms of overall loan application approval and denial rates, the Texas experience was similar 
to that of California, Florida, and New York throughout the 1999-2001 period. As shown in the 
chart below, loan approval rates in Texas were slightly below those in California but slightly above 
those in Florida and New York. 

This loan approval pattern also held for refinancing loans. Approval rates for refinancing loans 
in Texas were below those in California but above those in Florida and New York. For home 
purchase loans, however, the Texas pattern diverged from those in the other three states. Home 
purchase loan approval rates in Texas were well below those in California, Florida, and New York 
during the period. 
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In Texas, 86 percent of loan applications were for conventional financing throughout the three-
year period. In the three other states, conventional financing had a larger share of the market. With 
the exception of 1999, the conventional share of loan applications was over 90 percent. In California, 
92 percent of loan applications were for conventional financing in 2001; in Florida, 90 percent; and 
in New York, 94 percent. 

All Loan Applications 

1999 2000 2001


Percent Approved 

Texas 

California 

Florida 

New York 

Percent Denied 

Texas 

California 

Florida 

New York 

60% 59% 63% 

64% 62% 67% 

59% 56% 61% 

60% 54% 59% 

27% 28% 23% 

20% 22% 17% 

26% 28% 25% 

23% 28% 23% 

Home Purchase Loan Applications 

1999 2000 2001


Percent Approved 

Texas 

California 

Florida 

New York 

Percent Denied 

Texas 

California 

Florida 

New York 

63% 64% 69% 

73% 73% 76% 

70% 70% 75% 

74% 71% 76% 

29% 27% 21% 

14% 15% 13% 

20% 20% 16% 

17% 20% 15% 
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Refinancing Loan Applications 

1999 2000 2001


Percent Approved 

Texas 

California 

Florida 

New York 

Percent Denied 

Texas 

California 

Florida 

New York 

56% 46% 58% 

58% 50% 65% 

49% 37% 53% 

51% 36% 52% 

20% 27% 22% 

22% 28% 17% 

28% 36% 28% 

24% 33% 25% 

B. Loan Approval and Denial Rates by Race and Ethnicity 

Loan application approval rates by race and ethnicity for Texas, California, Florida, and New 
York for 2001 are shown in the chart below. Approval rates for whites and Asian/Pacific Islanders 
in Texas were about the same as those for whites and Asian/Pacific Islanders in the other three 
states. However, approval rates for blacks, Hispanics, and Native Americans were lower in Texas 
than in the other three states. 

All Loan Applications, 2001 

Native 

White Black Hispanic Asian/PI American 

Percent Approved 

Texas 

California 

Florida 

New York 

Percent Denied 

Texas 

California 

Florida 

New York 

75% 55% 61% 77% 59% 

77% 60% 66% 76% 65% 

75% 57% 69% 73% 64% 

75% 59% 65% 77% 62% 

16% 30% 28% 12% 22% 

12% 23% 19% 12% 18% 

16% 31% 21% 17% 23% 

15% 25% 21% 14% 25% 

C. Prime and Subprime Lender Shares 

As noted earlier, the total subprime and manufactured home lender share of loan applications in 
Texas declined from 37 percent in 1999 to 31 percent in 2001. The other three states also experienced 
a decline in the total subprime and manufactured home share of the market over the period. In 
California, the total subprime and manufactured home share declined from 27 to 24 percent; in 
Florida, from 38 to 30 percent; and in NewYork, from 38 to 27 percent. Although a general pattern 
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of decline in the broad subprime and manufactured home lender market characterized all four states 
during the period, the reasons for the decline were different between Texas and the other three 
states. 

The decline in the total subprime and manufactured home share in Texas was driven entirely by 
the decline in the market share of manufactured home lenders, which dropped from 20 percent to 11 
percent. Since the manufactured home lender share of the market was considerably greater in 
Texas than in California, Florida, or New York, the sharp decline in manufactured home loan 
applications had a much greater impact in Texas than in the three other states. The decline in the 
manufactured home lender share in the three other states did not have nearly as large an impact 
since this segment of the market was much smaller. 

The subprime (excluding manufactured) share of loan applications actually increased in Texas, 
from 17 percent in 1999 to 20 percent in 2000 and 2001. In each of the other three states, the 
subprime share of loan applications also increased from 1999 to 2000, but declined from 2000 to 
2001, as shown in the chart below. 

The graph following the chart illustrates market shares, by lender type, in each of the four states 
in each year of the 1999-2001 period. 

Market Shares, by Lender Type 
All Loan Applications 

1999 2000 2001


Percent Prime 

Texas 

California 

Florida 

New York 

Percent Subprime 

Texas 

California 

Florida 

New York 

63% 59% 69% 

73% 69% 76% 

62% 60% 70% 

63% 60% 73% 

17% 20% 20% 

25% 29% 23% 

30% 32% 27% 

33% 34% 25% 

Percent Manufactured Home 

Texas 20% 21% 11% 

California 2% 3% 1% 

Florida 8% 8% 3% 

New York 5% 6% 3% 

Total, Subprime & Manu. Home 

Texas 37% 41% 31% 

California 27% 32% 24% 

Florida 38% 40% 30% 

New York 38% 40% 27% 
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Endnotes 
1 The FFIEC is a federal interagency body that prescribes uniform principles, standards, and report 
forms for the federal examination of financial institutions by the Federal Reserve System, the Federal 
Deposit Insurance Corporation, the National Credit Union Administration, the Office of the 
Comptroller of the Currency, and the Office of Thrift Supervision. The FFIEC is also empowered 
to make recommendations to promote uniformity in the supervision of financial institutions. More 
information about the FFIEC is available on its website at http://www.ffiec.gov/. 
2 Agency-insured loans are loans insured by one of three government agencies:  the Federal Housing 
Administration (FHA), the Department of Veterans Affairs (VA), and the Farmers Home 
Administration (FmHA). The FmHA has been replaced by the Farm Service Agency and the Rural 
Housing Service. 
3 Other information is also reported for each loan application, such as the name of the reporting 
institution, the regulatory agency, and whether a loan was purchased. Readers interested in greater 
detail should consult the FFIEC publication “A Guide to HMDA Reporting: Getting It Right!” 
which is available on the Internet at http://www.ffiec.gov/hmda/guide.htm. 
4 An institution that purchases a loan must report the loan as a purchased loan under action taken. 
Purchased loans are excluded from all data in this report. 
5 HMDA regulations specifically exclude several kinds of residential loans. Loans secured by 
residential property for nonresidential purposes, such as vacations, college tuition, or business 
purposes, are not reported. In addition, loans on unimproved land and temporary financing loans, 
such as construction loans, are not reported. 
6 This publication is available on the FFIEC website at http://www.ffiec.gov/hmda/guide.htm. 
7 FFIEC, “A Guide to HMDA Reporting: Getting It Right!” p. D-2. Available on the Internet at 
http://www.ffiec.gov/hmda/guide.htm. 
8 These averages were calculated without excluding any data with edit flags. Exclusion of data with 
edit flags does not change any average significantly. 
9 These lists are available on the HUD website at http://www.huduser.org/datasets/manu.html. 
10 “HUD Subprime and Manufactured Home Lender List, II. Methodology, Caveats.” Available on 
the Internet at http://www.huduser.org/datasets/manu.html. 
11 “HUD Subprime and Manufactured Home Lender List,  II. Methodology.” Available on the 
Internet at http://www.huduser.org/datasets/manu.html. 
12 For example, Chase Manhattan Bank USA was added to the subprime lists for 2000 and 2001 
because of its acquisition of Advanta, a subprime lender. 
13 This derivation was based on public data available in the 2001 HMDA data for Texas. 
14 The remaining seven were Centex, Bombardier, Citifinancial, Chase Manhattan, Oakwood, Sebring, 
and CIT Group. This derivation was based on public data available in the 2001 HMDA data for 
Texas. 
15 Loan applications with applicant incomes less than or equal to $9,000 or more than or equal to $1 
million were eliminated from the data before defining the quartiles. This was done in accordance 
with recommended HMDA edit checks. No other data were eliminated from any other tables due to 
HMDA edit flags. 

34


http://www.ffiec.gov/
http://www.ffiec.gov/hmda/guide.htm
http://www.ffiec.gov/hmda/guide.htm
http://www.ffiec.gov/hmda/guide.htm
http://www.huduser.org/datasets/manu.html
http://www.huduser.org/datasets/manu.html
http://www.huduser.org/datasets/manu.html


16 Metropolitan statistical areas (MSAs) are defined by the federal Office of Management and Budget. 
MSAs are large population centers and surrounding communities that are linked economically to 
the centers. Outside of New England, MSAs are made up of counties. The term metropolitan 
county, or metro county, refers to a county that is a component of an MSA. Texas has 27 MSAs, 
which together contain 58 metro counties. All other counties are defined to be nonmetro counties. 
17 Aggregations of loan applications by substate areas, such as metro areas and counties, are derived 
from codes pertaining to the location of the property to which a loan related. There are exceptions. 
Home purchase loans secured by a dwelling other than the one being purchased are treated differently. 
In these cases, the location codes are reported for the property in which a security interest is being 
taken. 
18 There are various definitions of “border county.” The 14 border counties defined for this study 
are Brewster, Cameron, El Paso, Hidalgo, Hudspeth, Jeff Davis, Kinney, Maverick, Presidio, Starr, 
Terrell, Val Verde, Webb, and Zapata. These were selected solely on the basis of their adjacency to 
the Mexican border. 
19 The 10 coastal counties defined for the purposes of this study are Aransas, Brazoria, Calhoun, 
Galveston, Jefferson, Kenedy, Kleberg, Matagorda, Nueces, and Willacy. These counties are adjacent 
to the Gulf of Mexico. Cameron County is grouped with the border counties. 
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