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Executive Summary
–––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––

Since 1934, the Federal Housing Administration (FHA) has played a vital role in the housing finance  
system. It serves as the entry point to the mortgage market for many first-time homebuyers and helped  
create a strong economic recovery following the Great Depression. However, in its early development,  
the FHA perpetuated racial discrimination in its facilitation of broad mortgage credit liquidity by favoring 
white borrowers and excluding African-Americans and other people of color. This discrimination is a key 
contributor to the differing rates of homeownership between whites and people of color today, as well  
as a contributor to the persistent racial wealth gap. The federal government never accounted for its role  
in fostering housing discrimination and must do so. Still, FHA remains crucial to the mortgage market for  
the countercyclical role it offers in sustaining the system, and it continues to ensure access for underserved  
borrowers. FHA is a significant tool to increase affordable homeownership, but policymakers must address 
and guard against policies that perpetuate a two-tiered mortgage financing system.

By examining 2004–2016 mortgage origination data and market participation among banks and non- 
depositories, this report examines FHA lending before and after the financial crisis to better understand  
how the FHA program currently supports homeownership—particularly homeownership among borrowers 
of color. This report also evaluates FHA pricing and recent enforcement actions related to the False Claims 
Act (FCA) that have limited the effectiveness of the program in meeting its homeownership goals. 

Findings include:

• FHA supported the conventional purchase market during the most recent economic recession when 
private actors retreated, but post-recession the program continues to hold a substantial market share. 
In 2004, over 400,000 FHA loans were originated, making up 8.8% of the mortgage market. By 2009 
this percentage had increased to 42% of the market, and in years since it has remained high, at just 
over a quarter of the market. 

• FHA purchase market share among lower-income borrowers increases, but not as fast as among  
higher-income borrowers. After the recession, high-income borrowers experienced a more than  
400% increase in FHA market share. In comparison, low-, moderate-, and middle-income borrowers 
grew 116%, 132%, and 200%, respectively, between 2004 and 2016.

• FHA purchase lending among borrowers of color remains persistently high, including for higher-
income African-Americans, as compared to conventional lending. FHA market share for Black and 
Latino borrowers now approaches half of all purchase mortgage lending to these borrowers. 
Additionally, FHA market share jumped 180% from 2004 levels for low-income Black borrowers and 
267% and 642% from 2004 levels for Black middle-income and high-income borrowers, respectively. 

• Borrowers of color, low- to moderate-income families, and lower-wealth families lack access to  
conventional mortgages. Excessive risk-based pricing prevents many borrowers from accessing  
the conventional market, as the cost of credit is prohibitive. The combination of loan-level price 
adjustments (LLPAs) and mortgage insurance (MI) premiums adds over 300 basis points to the cost  
of a mortgage for a borrower with a credit score of 620 and a loan-to-value ratio (LTV) of 97%.
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• Because of tight and expensive credit in the conventional market, many borrowers of color, low-  
to moderate-income families, and lower-wealth families are left with FHA as their only option.  
Pricing barriers in the FHA market include mortgage insurance premiums—particularly the life of  
loan premium—and lender overlays on FHA loans. 

• Since 2004, many large banks making FHA loans have reduced their FHA purchase lending footprint, 
while nonbanks have helped fill the gap. Of the top 10 FHA home purchase lenders in 2004, five  
were depositories and five were non-depositories; by 2016, eight of the top 10 FHA lenders were  
non-depositories. Newer market entrants make up a substantial part of the top 10 lenders, with at 
least four of the top 10 2016 FHA home purchase lenders beginning operation since 2007. 

• FCA enforcement and legal uncertainty have been a principal driver of large banks exiting the  
FHA market and imposing stringent credit overlays on FHA loans.

The report concludes with recommendations to ensure the long-term health of the FHA program, including:

• The FHA program should not be restricted by income or first-time homebuyer status. The FHA  
program is critical to the overall mortgage market and economy and should be maintained for a 
broad group of borrowers. Restrictions on whom FHA may serve would more formally institutionalize  
a two-tiered system, as borrowers at a certain income level would automatically be relegated to  
FHA, and those above a certain income level would be required to seek conventional financing.
Furthermore, a policy of failing to consider borrower assets or equity would perpetuate the  
impact of generations of discrimination and the racial wealth gap.

• The Federal Housing Finance Agency (FHFA) should eliminate the LLPAs and recalibrate Private 
Mortgage Insurer Eligibility Requirements (PMIERs). The combination of LLPAs and PMIERs has  
priced out many creditworthy borrowers from the conventional market. 

• Congress should provide FHA with increased resources for staffing, technology, and operations.  
This increased funding is also key to implementing FCA reforms, including bolstering quality control 
mechanisms and tying in the defect taxonomy—FHA’s loan quality assessment methodology— 
to FCA liability. 

• FHA should reduce its premiums and eliminate the life of loan premium. As many lower-wealth  
borrowers and borrowers of color are unable to access the conventional credit market today, high  
FHA premiums may be keeping many borrowers out of the market entirely, not just shifting from  
one credit channel to another. 

• FHA should establish clarifying reforms to enable the government to fight fraud in the FHA program 
as well as urge lenders to return to the program. FHA should fully integrate the defect taxonomy into 
assessing lender liability under the FCA. 
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A. Homeownership is the primary way that most 
Americans build wealth, but people of color are  
often left out

The wealth of middle-class Americans is most concen-
trated in their homes—their most valuable asset. 
According to the Federal Reserve, the average net 
worth of a homeowner is $195,500 (of which $80,000 is home equity), compared to $5,400 for a renter.1 
Homeownership is a key path to wealth building, and homeowners, including homeowners of color, have 
consistently higher net worth than renters. In addition to helping generate wealth and ensure financial  
security, research shows that homeownership leads to substantial social benefits.2 Research provides  
considerable evidence that positive homeownership experiences result in greater participation in social  
and political activities, improved psychological health, positive assessments of one’s neighborhood,  
and high school and post-secondary school completion.3 The homeownership rate for non-Hispanic  
white householders reporting a single race is highest at 72.7%.4 The rate for Asian, Native Hawaiian,  
and Pacific Islander householders is second at 58.2%, and the rate for Black householders is lowest  
at 42.1%.5 The homeownership rate for Hispanic householders (who can be of any race) is 46.6%.6 

These homeownership rate disparities did not occur 
by chance. The homeownership rate gap between 
whites and people of color is in large part due to  
historic federal housing policy choices that created 
decades-long impacts. These policy choices deliber-
ately excluded people of color from being able to 
build wealth through homeownership. Indeed, today’s 
homeownership disparities can be traced back to  
New Deal housing programs that amounted to a 
“state-sponsored system of segregation.”7 The history 
of the FHA is one of the most significant examples of 
this system—one that has created generational wealth 
gap implications. 

B. FHA has contributed to the variance in homeownership rates and poor homeownership outcomes  
for people of color

FHA’s role in institutionalizing and perpetuating segregation in the housing market is well-established but 
unfortunately not broadly understood by the public and many policymakers.8 From its inception in 1934, 
FHA explicitly practiced a policy of redlining by refusing to insure mortgages in or near African-American 
neighborhoods.9 FHA relied upon color-coded metropolitan maps to indicate where it was considered  
“safe” to insure mortgages. These maps denoted “risky” areas in red—areas that included African-Americans 
or where African-Americans lived nearby.10 In FHA’s 1936 Underwriting Manual, a multitude of provisions 
indicated that “inharmonious” racial groups should not live in the same communities.11 The manual  
also recommended that “natural and artificially-established barriers will prove effective in protecting  

The wealth of middle-class 
Americans is most concentrated 
in their homes—their most  
valuable asset. 

The homeownership rate  
gap between whites and people 
of color is in large part due to 
historic federal housing policy 
choices that created decades-
long impacts. These policy choic-
es deliberately excluded people 
of color from being able to build 
wealth through homeownership. 

History of FHA and the Impact of Government Mortgage  
Discrimination on the Racial Wealth Gap
–––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––
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a neighborhood and the locations within it from 
adverse influences.”12 In other words, barriers 
such as highways were deemed a beneficial way 
to separate African-American and white neigh-
borhoods. Moreover, FHA subsidized the mass-
production of subdivisions—where the builders 
included a requirement that no homes be sold to 
African-Americans.13 Thus, the suburbanization of 
America was to the financial benefit of white 
Americans and the intentional exclusion of 
African-Americans and other people of color. FHA’s redlining policy prevented people of color from purchas-
ing homes, while whites were provided the government-sponsored opportunity to become homeowners. 

FHA’s discriminatory policies are a major contributor to the racial wealth gap.14 Whites were able to gain 
early access to housing in quickly developing suburbs at an affordable price.15 Today those same communi-
ties are often no longer affordable. For example, homes in the Levittown, New York suburban housing  
development sold for about twice the national median income in the late 1940s and 1950s. These homes 
were affordable to working-class families of color with an FHA mortgage, but families of color were barred 
from purchasing the homes. Today the same homes have appreciated greatly in value, selling for six or eight 
times the national median income, and are unaffordable to most families.16 Thus, white homeowners were 
able to gain home equity appreciation, but for decades African-American families were not provided the 
same opportunity. 

In part because of these inequities, in 2016 white family wealth was seven times greater than Black family 
wealth and five times greater than Latino family wealth.17 If current trends continue, it could take as long  
as 228 years for the average Black family to reach the level of wealth white families own today.18 For the  
average Latino family, matching the wealth of white families could take 84 years.19 Moreover, by 2024,  
median Black and Latino households are projected to own 60 to 80% less wealth than they did in 1983.20 
Additionally, by 2043, the year in which projections show that people of color will make up a majority of  
the U.S. population, it is projected that the wealth divide between white families and Latino and Black  
families could double, on average, from approximately $500,000 in 2013 to over $1 million.21 

Today the story of FHA and who it serves is, of course, markedly different—yet many concerning issues  
persist. Borrowers of color are vastly overrepresented in the FHA market, and the conventional market  
has done a poor job of serving these borrowers. In effect, our housing system continues to perpetuate  
a two-tiered financing system, even though discrimination is illegal.22  

If current trends continue, it could 
take as long as 228 years for the 
average Black family to reach the 
level of wealth white families own 
today. For the average Latino family, 
matching the wealth of white  
families could take 84 years. 
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Methodology
–––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––

This report uses data provided by the Home Mortgage Disclosure Act (HMDA) to analyze first-lien  
originations of home mortgage purchase loans on single-family owner-occupied properties between  
2004 and 2016. The study focuses on purchase loans—rather than a combination of purchase and refinance 
loans—to better understand the role FHA plays in the extension of mortgage credit to new homebuyers. 
FHA, however, has a larger role in the purchase market, and as a result, its market share is higher than other 
analyses that consider all FHA, conventional, and other lending. For example, FHA loans account for 25% of 
purchase loans made in 2016 but just over 12% of refinance loans made in 2016. 

These data were used to track lending in the conventional and FHA market over time and track lender  
participation in the conventional and FHA market. This report also looks at lending activity before and after 
the financial crisis and Great Recession, using the Bureau of Labor Statistics definition for the Recession, as 
running from December 2007 to June 2009.23 

In addition to analyzing the overall market size and composition, this report also reviews mortgage lender 
market participation between 2004 and 2016 using the HMDA Lender Panel, which reports details associat-
ed with mortgage lending institutions. To compare the institutions that exemplify the 2004 market to those 
that do so in the 2016 market, this analysis identifies the top 10 FHA lenders in both 2004 and 2016 and 
tracks their FHA lending in the years between 2004 and 2016. During this timeframe, many lenders closed 
their doors or were acquired, and many new lenders started lending or increased their market share. To 
maintain as consistent a comparison as possible, the top 10 2004 and 2016 lenders are identified by their 
unique lender identifier, composed of the HMDA Institutional ID and the HMDA Regulatory Agency Code.  
In this way, the portfolios of lenders whose names or ownership changed could be compared appropriately 
over time. In several circumstances, institutional mergers and acquisitions occurred in connection to the 
chosen 20 institutions during the timeframe of this analysis; FHA loans made by associated institutions are 
included in the market calculations, and specific institutional associations are indicated in an Appendix. 
Borrower income categories are drawn from HMDA data and calculated as percentages of area median 
income (AMI): low-income below 50% of AMI; moderate-income from 50% to below 80% AMI; middle-
income from 80% to below 120%; and high-income at or above 120%. 

The report further contains a legal and policy analysis of pricing in the conventional market, FHA mortgage 
insurance premiums, credit overlays, the role of nonbanks in FHA lending, and FCA enforcement. A discus-
sion of Center for Responsible Lending (CRL) analysis of Fannie Mae’s guidelines and LLPA matrix is included, 
as well as pricing information from mortgage insurance companies. Finally, the report provides an analysis 
of FCA consent orders released by the U.S. Department of Justice (DOJ). 
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Borrowers of Color, Low- to Moderate-Income Families, and  
Lower-Wealth Families Lack Access to Conventional Mortgages
–––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––

As the housing bubble burst between 2008 and 
2012, FHA stepped in to maintain access to mort-
gage credit for many underserved homebuyers, 
as well as ensure toxic subprime loans could be 
refinanced into more sustainable FHA loans.24  
FHA’s loan volume grew quickly following the 
financial crisis, and this growth helped prevent 
more foreclosures and even steeper declines in 
home prices.25 According to estimates from 
Moody’s Analytics, home prices would have  
fallen another 25% nationally if FHA had not 
stepped in.26 While FHA played a crucial countercyclical role following the crisis and preserved access to 
credit for underserved borrowers, the conventional market has tightened credit standards and shut out over 
6 million creditworthy borrowers between 2009 and 2015.27 This section analyzes the growth and decline in 
FHA and conventional loans before, during, and after the crisis. It also analyzes which borrowers are and are 
not being served by the conventional and FHA markets.  

A. FHA supports the conventional market during economic recession but continues to hold a 
substantial market share

An examination of lending data before, during, and after the economic recession illustrates the FHA’s  
countercyclical role in supporting the mortgage market (Figure 1). In 2004, over 400,000 FHA loans were 
originated, making up 8.8% of the mortgage market. By 2009 this percentage had increased to 42% of  
the market, and in years since, has remained high at just over a quarter of the market. This market share  
represents a substantial growth in the volume of FHA lending, as the size of the entire mortgage market  
has grown more than 70% from its post-recession low in 2011.

It is also important to note that although FHA had for more than a decade captured approximately 10 to 
15% of the home purchase market, FHA’s market share was far less in the housing boom years immediately 
preceding 2007.28 FHA’s extremely low pre-crisis home purchase share highlights the fact that predatory  
and subprime mortgage lenders offering deceptively low-cost products attracted many homebuyers who 
otherwise would have chosen FHA financing. Subprime lenders further targeted people of color with loans 
that contained risky features and fueled the foreclosure crisis.29 This dynamic was to the detriment of the 
entire housing system, as toxic products that eschewed the borrower’s ability-to-repay flooded the market.30 
After the housing market crashed, FHA stepped in to fulfill its countercyclical role. Thus, its market share 
rebounded enormously during a time that predatory subprime lenders were forced out of the market and 
the conventional market rationed credit. 

While FHA played a crucial  
countercyclical role following the  
crisis and preserved access to credit 
for underserved borrowers, the  
conventional market has tightened 
credit standards and shut out over  
6 million creditworthy borrowers 
between 2009 and 2015. 
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Source: CRL calculations of 2004–2016 HMDA purchase loan data (see figure A1 in Appendix).

B. FHA purchase market share among lower-income borrowers increases, but not as fast as 
among higher-income borrowers

During the recession, as credit standards tightened in the conventional market, the FHA took on a much 
broader role than it had previously. This was a necessary countercyclical influence in the fallout from the  
era of subprime mortgages, but it marked changes within both markets. While FHA has historically provided 
access to credit to lower-income borrowers and first-time homebuyers, it has emerged and remained the 
mortgage credit source for over 40% of the low-income home purchase market. 

No longer just an option for low- and moderate-
income borrowers, FHA became the majority 
provider of loans to these groups during the 
recovery years of 2009 and 2010. Looking at the 
entire FHA market, while borrowers of all income 
levels became more reliant upon FHA lending 
after the recession, high-income borrowers expe-
rienced the greatest gains, at a more than 400% 
increase. In comparison, low-, moderate-, and middle-income borrowers grew 116%, 132%, and 200% 
respectively between 2004 and 2016. This disparity is due in part to the larger share of loans to low- and 
moderate-income borrowers made by the FHA in 2004 compared with high-income borrowers—8.6% and 
15.7% compared to just over 3% respectively. Thus, while this period was one of great gains for FHA lending 
to low- and moderate-income borrowers, the change in growth rates also reflects a change in the composi-
tion of FHA lending, with a larger share of loans being made to high-income borrowers than previously 
(Figure 2).
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Figure 1: Conventional and FHA purchase loans by year, 2004–2016

While borrowers of all income levels 
became more reliant upon FHA lend-
ing after the recession, high-income 
borrowers experienced the greatest 
gains, at a more than 400% increase.
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C. FHA lending among borrowers of color remains persistently high

As historically FHA-reliant low- and moderate-income borrowers continue to rely on FHA lending for access 
to purchase mortgage credit, there are similar FHA lending patterns among borrowers of color. In 2006, 
Black, Asian, Latino, and white borrowers each received more than 85% of their purchase loans from the 
conventional market. By 2009, conventional lending market share among Black borrowers had declined  
dramatically, with Black borrowers receiving just 18.2% of their loans from the conventional market—less 
than half the rate of conventional lending to white borrowers. While the 2006 conventional market included 
some of the most problematic subprime loans,31 this cannot explain the post-recession difference in conven-
tional lending between white borrowers and borrowers of color (Figure 3).

Figure 2: FHA share of all purchase loans made by income category, by year, 2004–2016

Source: CRL calculations of 2004–2016 HMDA purchase loan data (see figure A2 in Appendix).

Figure 3: Conventional share of all purchase loans by race/ethnicity category, by year, 2004–2016

Source: CRL calculations of 2004–2016 HMDA purchase loan data (see figure A3 in Appendix).
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As conventional lending to borrowers of color steeply declined 
between 2006 and 2009, the FHA share of lending to borrowers of 
color increased and remains high. While the share of FHA purchase 
lending made to Black and Latino borrowers has exceeded the share 
of FHA purchase lending to white borrowers since 2004, the FHA 
share to borrowers of color also grew at a faster rate during the 
recession and has remained persistently high.32 In 2016, Black and 
Latino borrowers received nearly half their purchase mortgage loans 
from FHA, while white borrowers received less than a quarter of 
theirs and Asian borrowers received under 14% (Figure 4).

In 2016, Black and 
Latino borrowers 
received nearly half 
their purchase mort-
gage loans from FHA, 
while white borrowers 
received less than a 
quarter of theirs and 
Asian borrowers 
received under 14%.

Figure 4: FHA share of all purchase loans by race/ethnicity category, by year, 2004–2016

Source: CRL calculations of 2004–2016 HMDA purchase loan data (see figure A4 in Appendix).

Among Black borrowers, the change in market share 
since 2004 has increased regardless of income level, 
but the FHA purchase market share among high-
income Black borrowers has increased the most. This 
contrasts with pre-recession patterns. Leading up to 
the recession, FHA purchase market share decreased 
among Black borrowers of all incomes. By 2009, how-
ever, FHA market share jumped 180% from 2004 levels 
for low-income Black borrowers and 267% and 642% 
from 2004 levels for Black middle-income and high-
income borrowers respectively (Figure 5).

Among Black borrowers,  
the change in market  
share since 2004 has 
increased regardless of 
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purchase market share 
among high-income Black 
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Figure 5: Percent change from 2004 of FHA purchase lending to Black borrowers by income category, 
by year, 2004–2016

Source: CRL calculations of 2004–2016 HMDA purchase loan data (see figure A5 in Appendix).

Likewise, among Latino borrowers, the change in market share since 2004 has increased regardless of 
income level, and the FHA market share among high-income Latino borrowers has increased the most. 
Leading up to the recession, FHA purchase market share decreased among Latino borrowers of all incomes. 
By 2009, however, FHA purchase market share jumped to 219% of 2004 levels for low-income Latino borrow-
ers and 415% and 904% from 2004 levels for Latino middle-income and high-income borrowers respectively 
(Figure 6).

Figure 6: Percent change from 2004 of FHA purchase Lending to Latino borrowers by income category, 
by year, 2004–2016
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Source: CRL calculations of 2004–2016 HMDA purchase loan data (see figure A6 in Appendix).
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Thus, while the overall purchase market share for FHA 
loans continues to decline as the market improves, the 
conventional market has not stepped in to adequately 
serve borrowers of color—even borrowers of color with 
higher incomes. Instead, the rate at which people of color 
rely on FHA lending has increased. In summary of the 
findings above, the conventional mortgage market has, 
since the Great Recession, ceased to sufficiently serve all 
borrowers despite mandates that require them to do so. Although the FHA has long provided an important 
backstop for borrowers of modest means, its role has changed, too: As conventional mortgage credit has 
tightened, even wealthier Black and Latino borrowers were relegated to the FHA program.       

As conventional mortgage 
credit has tightened, even 
wealthier Black and Latino 
borrowers were relegated  
to the FHA program.       
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Pricing is a key barrier that prevents lower-wealth and families of color from accessing the conventional 
mortgage market, instead pushing these families towards FHA as their only option. As a result, FHA serves a 
larger share of lower-wealth borrowers who might have the income to sustain monthly payments but lack 
the down payment or savings for a lower LTV loan due to historic discrimination in the mortgage market. 

A. Excessive risk-based pricing prevents lower-wealth borrowers from accessing the  
conventional market

Underwriting structures determine if borrowers are creditworthy, but market pricing structures have a  
significant impact on whether a creditworthy borrower can afford a mortgage.33 Differential pricing creates 
an additional barrier to mortgage credit by increasing the price, at times significantly, for some borrowers 
relative to others. Price acts as a barrier, especially in today’s mortgage market. For example, although Fannie 
Mae’s guidelines allow the Enterprise to purchase loans with credit scores down to 620 and LTV ratios of up 
to 97%, very few loans purchased by the Enterprise have these characteristics. For example, just 4.1% of 
Fannie Mae’s 2016 single-family loan purchases had credit scores below 660 and just 1.1% had a combina-
tion of a credit score under 660 and an LTV over 80%. One reason is that excessive risk-based pricing by both 
the Enterprises and private mortgage insurers add significantly to the cost of loans for borrowers with lower 
scores and less wealth for a down payment. For example, the combination of LLPAs and MI premiums adds 
over 300 basis points to the cost of a mortgage for a borrower with a credit score of 620 and an LTV  
of 97%.34 

B. FHA MI premiums act as a barrier 

In the FHA market, price is also a barrier, namely via MI premiums. As many lower-wealth borrowers and  
borrowers of color are unable to access the conventional credit market today, high FHA premiums may  
be keeping many borrowers out of the market entirely, not just shifting them from one credit channel to 
another. Compared to conventional loans, FHA loans can be costlier over the life of the loan, principally due 
to FHA MI premiums. According to an analysis from the National Association of Realtors, nearly 400,000 
creditworthy borrowers were priced out of the housing market in 2013 due to high FHA premiums.35  

FHA-insured mortgages require two types of mortgage insurance: upfront mortgage insurance and annual 
mortgage insurance. The upfront MI premium is currently 175 basis points, or 1.75% of the base loan 
amount, and it may be rolled into the loan.36 The annual MI premium is included in a borrower’s monthly 
mortgage payment and varies depending on the loan amount and down payment.37 Effective July 3, 2013,  
a borrower who puts down less than 10% can no longer cancel the premium after the loan-to-value reaches 
78% or less.38 Borrowers with a 10% down payment must pay a MI premium for 11 years, while all other  
borrowers must pay a MI premium for the entire mortgage term. 

Mortgage Pricing in the Conventional and FHA Markets  
Creates Barriers to Homeownership
–––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––
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The increases in the annual insurance premium have had the most significant impact on loan affordability. 
Between 2011–2014, annual insurance premiums increased by nearly 150%, while its upfront fees rose by 
75%.39 In January 2015, via executive action, the Obama administration directed FHA to reduce its annual  
MI  premiums by 50 basis points, from 1.35% to 0.85%.40 Despite this move, the Mutual Mortgage Insurance 
Fund (MMIF) reached its congressionally mandated 2% threshold in 2015, ahead of schedule.41 At the begin-
ning of January 2017, FHA reduced the annual MI premium from 0.85% to 0.60%. However, in the Trump 
administration’s first act, moments after the inauguration, this premium cut was reversed.42  

C. Lender credit overlays lock creditworthy borrowers out of FHA loans

Following the financial crisis, banks implemented aggressive credit overlays. A credit overlay is an expanded 
guideline that lenders place on loans—guidelines that go beyond what Fannie, Freddie, or FHA would 
require. For instance, although FHA will accept credit scores as low as 500 so long as the borrower makes a 
10% down payment, a lender might impose a credit score overlay and require a minimum FICO score of 640. 
Additionally, although the government-sponsored enterprises (GSEs) may be willing to purchase mortgages 
with a 620 FICO score, the lender may require a 660 FICO score or even higher.43 These restrictions, imposed 
by bank underwriters rather than the GSEs or FHA program itself, often result in banks only making loans to 
borrowers with pristine credit profiles. This creates tight credit conditions for borrowers, despite many of the 
banks being bailed out by all taxpayers following the housing crash in 2008. 

Many lenders impose overlays arguing that they cannot price for uncertainties related to the mortgage, 
including litigation risk and the risk of servicing delinquent loans.44 They state that the costs of producing 
and servicing mortgages that are less pristine will be higher than what they will earn on the mortgages.45 
According to the Mortgage Bankers Association, the annual cost of servicing performing loans in 2016  
was $163 and the annual cost of servicing nonperforming loans was $2,113.46 However, even with the  
cost of servicing delinquent loans, servicing overall remains profitable and servicing rights sell as a  
substantial asset. 

Credit overlays tend to exclude borrowers who may have the income to sustain a mortgage but have a  
lower credit score and smaller funds available for a down payment. These borrowers may appear to be at 
higher risk of default based on indicators like credit score and down payment amount, but they are able to 
perform well if in responsible loans.47 Furthermore, as discussed above, many high-income borrowers of 
color rely on FHA. This is due in large part to borrowers of color having lower credit scores and less wealth  
to make a down payment, which is the result of broad discrimination and exclusion from mortgage lending 
opportunity at the creation of the FHA. Much evidence demonstrates that credit scores “bake in” past  
mortgage discrimination.48 Indeed, existing wealth disparities rooted in historic federal housing policy 
advantaging white borrowers and disadvantaging communities of color contribute to differences in credit 
scoring along racial and ethnic lines.49 Additionally, previous abusive practices in the subprime mortgage 
market targeted neighborhoods of color with higher-priced loans when many qualified for loans on better 
terms, resulting in spillover effects that damaged the credit of many homeowners of color.50 These dynamics 
widen the racial wealth gap discussed under heading B found on page 3.
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Figure 7. FHA purchase lending of top 10 largest FHA purchase lenders in 2004 and 2016,  
before and after financial crisis

Source: CRL calculations of 2004–2016 HMDA purchase loan data (see figures A7, A8, and complete description of lender 
status in Appendix).

 

Regardless of lenders’ internal underwriting requirements, in recent years several large banks once active  
in the FHA market have exited the market entirely.51 As banks have exited the FHA market or reduced their 
FHA lending, the market share of the 10 largest lenders has declined, and nonbank lenders have become  
the dominant market segment.52 In 2004, the top 10 FHA lenders held a 34% share of the total FHA home 
purchase market, and by 2016 the market share of the largest lenders declined to just over 18%. Of the  
10 largest FHA home purchase lenders in 2004, no lender remained in the top 10 by 2016. The market  
share of depository institutions among the 2004 top 10 FHA home purchase lenders within total yearly FHA 
home purchase lending fell off during the recession from about 33% to 21%, and again in the wake of FCA 
settlements from about 14% to 9%. Of the top 10 FHA lenders in 2004, five were depositories and five were 
non-depositories, and by 2016 eight of the top 10 FHA lenders were non-depositories. New market entrants 
make up a substantial part of the top 10 lenders with at least four of the top 10 2016 FHA lenders beginning 
operation since 2007. Nonbank origination share for Ginnie Mae-backed loans jumped from 36% in 2013 to 
76% in 2017.53  

Many Large Depositories Have Withdrawn from FHA Lending,  
while Nonbanks Have Helped Fill the Gap
–––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––

On the one hand, nonbanks have played an important post-crisis role in expanding access to credit for  
borrowers with lower credit scores and smaller down payments. For instance, the average FICO score for 
nonbank customers is lower than the average score among banks.54 Nonbanks similarly exhibit higher  
loan-to-value and debt-to-income ratios among borrowers.55 Nonbanks also originate a higher share of 
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mortgages to communities of color. In 2016, nonbanks originated 53% of all mortgages but constituted  
64% of mortgages originated to Black and Latino borrowers, as well as 58% of mortgages to borrowers  
living in low- or moderate-income census tracts.56 

The rise in nonbank lending, however, poses certain challenges. As nonbanks do not hold deposits, they  
typically rely on short-term financing to originate new loans.57 Times of stress may dry up this financing. 
Another significant disadvantage of nonbanks is that they tend to be thinly capitalized, particularly smaller 
nonbank lenders that play a large role in the FHA market.58 Thin capitalization increases concerns that non-
banks are more open to taking risk because they have less skin in the game. A recent paper found that the 
sharp increase in nonbank mortgage lending has exposed the market to liquidity risk.59 The paper states 
that the same liquidity issues unfolded during the financial crisis, leading to the failure of many nonbanks 
and harm to consumers. 

Furthermore, Ginnie Mae, a government corporation which securitizes federally insured mortgages (mainly 
FHA loans), has experienced an enormous rise in originations from nonbank lenders.60 In 2011, nonbanks 
only constituted 11% of Ginnie Mae’s originations.61 This rose to 36% in 2013 and 76% in 2017.62 This rise has 
come with unaccounted-for risks, as noted in a 2017 report from the U.S. Department of Housing and Urban 
Development (HUD) Office of the Inspector General (IG). The HUD IG report found that Ginnie Mae was not 
prepared for the rise in nonbank mortgage lending and “did not adequately respond” to the changes in its 
lender base.63 The HUD IG report also states that Ginnie Mae “did not implement policies and procedures in a 
timely manner for its account executives to follow in managing issuers, did not develop a written default 
strategy, and did not assess and address the risks posed by nonbanks in a timely manner.”64 These concerns 
underscore the importance of ensuring that appropriate compliance management systems are in place and 
that these systems are specifically geared toward nonbank lenders.

The increased market share of nonbank lenders further emphasizes the importance of making sure all lend-
ers abide by the same rules to protect consumers. Lest we forget, the lion’s share of subprime mortgages 
that contributed to the financial crisis were underwritten by unregulated nonbank lenders. Leading up to 
the crisis, nonbank lenders sold most of their mortgages to Wall Street, not to the GSEs. In addition, the  
nonbank lenders did not hold deposits and thus were unregulated by the Federal Deposit Insurance 
Corporation or the Office of Thrift Supervision. In 2006, the height of the subprime boom, of the top 25  
subprime lenders, 15 were nonbanks, accounting for 42.5% of total subprime loans while accounting for  
just 30% of overall mortgage originations.65 Furthermore, loans made by banking institutions subject to  
the Community Reinvestment Act were only half as likely to default compared with similar loans made in 
the same neighborhoods by nonbank mortgage originators not subject to the law.66 Indeed, 400 nonbanks 
went bankrupt across the nation during the subprime mortgage meltdown.67 

The Dodd-Frank Act changed the regulatory landscape and provided the Consumer Financial Protection 
Bureau (CFPB) with the authority to supervise nonbank mortgage companies (originators, brokers, servicers, 
and providers of loan modification or foreclosure relief services), regardless of size.68 The Bureau’s supervi-
sion authority over nonbank mortgage companies, however, is limited to compliance with consumer laws 
and regulations related to financial services and does not include general safety and soundness oversight. 
Additionally, although state regulators, the CFPB, Ginnie Mae, and the GSEs have established standards  
that apply to nonbank servicers, the Conference of State Bank Supervisors and American Association of 
Residential Mortgage Regulators have noted that nonbank servicers are not subject to consistently  
comprehensive safety and soundness standards.69  
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The FHA market has also been impacted by increasing enforcement under the FCA.70 The FCA is a federal 
law which establishes liability for false or fraudulent conduct against federal programs. Both the DOJ and 
private citizen whistleblowers may initiate a claim in a qui tam action, filed under seal. The FCA has been  
utilized in the FHA context to bring cases against FHA lenders who falsely certify that they are in compliance 
with FHA program requirements.71 

FCA liability is established when a person “knowingly presents or causes to be presented a false claim for 
payment or approval” or “knowingly makes, uses, or causes to be made or used, a false record or statement 
material to a false or fraudulent claim.”72 In order to violate the FCA, the false claim or statement must be 
“knowing” and “material.” The statute, however, does not require specific intent to defraud.73 Knowledge of 
false information is defined as: (1) actual knowledge; (2) deliberate ignorance of the truth or falsity of the 
information; or (3) reckless disregard of the truth or falsity of the information.74 Furthermore, the FCA 
requires more than mere negligence or a simple mistake to hold a person liable. It requires that the false 
claim be “material” to the government’s payment. The term “material” is defined in the statute as “having a 
natural tendency to influence, or be capable of influencing, the payment or receipt of money or property.” 75  
This definition mirrors language used in other federal fraud statutes.76 Additionally, the FCA includes  
penalties that are three times the actual damages.77

Lenders are reducing their participation in the FHA market for several reasons.78 However, lender uncertainty 
regarding FCA liability and high penalties is a key reason lenders cite for departing the market. Several 
banks have withdrawn from the FHA program in recent years and largely attribute this exit to aggressive 
DOJ and HUD enforcement of the FCA.79 They claim that the government has assessed treble damages for 
immaterial or clerical errors. Indeed, if one considers the timing of FCA settlements and when lenders left 
the market, there appears to be overlap. 

FHA requires that all loans submitted for insurance comply with FHA requirements, including the Single 
Family Housing Policy Handbook (FHA Handbook). In the context of mortgage origination and underwriting, 
the FHA Handbook states that a finding is material if disclosure of the finding would have altered the lend-
er’s decision to approve the mortgage or to endorse or seek endorsement from FHA for insurance of the 
mortgage.80 Thus, a lender should not be liable under the FCA for a clerical or immaterial error. Yet, the loan-
level certification language FHA requires lenders and underwriters to submit has not always been clear on 
this point, and it is these loan-level certifications that form the basis upon which a FCA claim is initiated. 

The loan-level certification language has been amended over the years. Prior to 2015, the language required 
lenders to certify loans to a near level of perfection that is impractical in mortgage underwriting. To further 
clarify its intent, FHA amended its loan-level certification in 2016, to make lenders aware that “they will be 
held accountable for those mistakes that would have altered the decision to approve the loan and assure 
them that minor mistakes will not cause them to lose their FHA insurance.”81 Most notably, the revised  
HUD/VA Addendum to Uniform Residential Loan Application establishes more of an insurability standard, 
requiring the lender to certify that “to the best of its knowledge,” it “has exercised due diligence in process-
ing this mortgage and in reviewing the file documents listed at HUD Handbook 4000.1, II.A.7.b. and the  
documents contain no defect that should have changed the processing or documentation and the  
mortgage should not have been approved in accordance with FHA requirements.”82  

False Claims Act Enforcement and Legal Uncertainty Impact  
Lender Participation in the FHA Market
–––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––
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Still, lenders desire further clarification. For instance, the Mortgage Bankers Association (MBA) “continues  
to believe that an official clarification of HUD’s original intent is vital to the future use and interpretation of 
this legal certification.”83 MBA also calls for page three of the form to reflect the same level of knowledge 
qualifiers as on pages one and four, which require certification “to the best of” a signer’s knowledge.84  
A high level of consistency and clarity is needed to encourage lenders to return to the FHA program.

Despite lender concerns that HUD and DOJ grossly  
penalize lenders committing clerical errors, a review of 
settlements indicates that many lenders engaged in egre-
gious conduct, in clear violation of the law. For instance, 
Wells Fargo settled a FCA action in April 2016 in which 
the consent order states that the bank “engaged in a reg-
ular practice of reckless origination and underwriting of 
its FHA retail loans.”85 The bank failed to provide proper 
training to temporary staff while management applied 
pressure to underwriters to approve more and more FHA loans and imposed short turnaround times  
for deciding whether to approve the loans. The bank employed lax underwriting standards and controls  
and paid bonuses to underwriters and other staff based on the number of loans approved. Although Wells 
Fargo’s senior management was repeatedly advised by its own quality assurance reviews of serious prob-
lems with the quality of its originations, management disregarded the findings and failed to implement 
proper and effective corrective measures. In contravention of FHA requirements, Wells Fargo also failed to 
self-report bad loans it was originating—while internally identifying thousands of defective loans with  
material findings. Numerous FCA consent orders include similar factual allegations. Thus, while additional 
clarity is needed regarding the type of defects triggering liability, the FCA remains a critical tool to root out 
fraud and bad lender behavior in the FHA program. 

While additional clarity is 
needed regarding the type of 
defects triggering liability, the 
FCA remains a critical tool to 
root out fraud and bad lender 
behavior in the FHA program.
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Recommendations
–––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––

The FHA program undeniably plays an integral role in the mortgage market, particularly for first-time,  
low- to moderate-income and lower-wealth borrowers, as well as borrowers of color. At the same time, the 
program has faced and continues to face many challenges. However, these challenges may be mitigated  
and perhaps overcome with certain policy prescriptions. 

A. The FHA program should not be restricted by income or first-time homebuyer status 

Housing finance proposals that would impose strict boundaries on the FHA program are misguided,  
particularly when FHA is playing an important role for so many borrowers in this period and rescuing the 
system following the housing crisis. Some have argued that FHA should be limited to specific populations 
(e.g., first- time homebuyers, borrowers below a certain income threshold).86 While FHA has been central to 
providing homeownership opportunities for first-time homebuyers and lower-income families, measures 
that specifically target certain populations are ill-advised. FHA plays an important countercyclical role in 
mortgage lending and the economy and is crucial for the stability of the entire market. 

Currently, FHA pools risk and does not engage in risk-
based pricing by credit score.87 If FHA restricts its borrow-
er pool, it runs the risk of impeding cross-subsidization, 
which is essential for ensuring broad access to FHA mort-
gages. In turn, FHA would be forced to increase pricing 
for the borrowers remaining in the pool. Furthermore, 
such change would more formally institutionalize a  
two-tiered system, as borrowers at a certain income level would automatically be relegated to FHA and 
those above a certain income level would be required to seek conventional financing. Consumers should 
have choices in the mortgage market and should not be forced into a particular financing channel.

Additionally, it is problematic to determine eligibility for FHA loans only by income (or first-time homebuyer 
status) and to fail to consider assets or equity. Many borrowers of color have less family and personal wealth 
due to the past lack of equal access to programs like FHA lending, as well as from the broad impacts of dis-
crimination.88 This affects both the LTV of the loan and a borrower’s credit score, leading to higher pricing. 
Consequently, as discussed under heading A found on page 12, many borrowers are unable to obtain an 
affordable conventional mortgage despite being creditworthy. Yet, some housing finance proposals would 
create a catch-22 situation and exclude these very households from being able to obtain a FHA loan unless 
they meet income limits.

FHA works best in a competitive market where it is one of many options available to a wide range of  
borrower segments. Not only is this critical to keeping FHA actuarially sound, it keeps lenders engaged in 
the low down payment and underserved markets. In the absence of competition for their business on safe 
and sustainable terms, communities face two troubling scenarios: being overrun with FHA loans and denied 
access to conventional credit or being cut off from credit entirely if lenders decline to offer the FHA product. 
Both scenarios leave certain borrowers and neighborhoods vulnerable to a resurgence of predatory or  
substandard credit and enable a two-tiered financing system. 

Consumers should have choic-
es in the mortgage market 
and should not be forced into 
a particular financing channel.
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To avoid overcommitting too much of the market to FHA, federal housing finance proposals must support 
responsible yet flexible underwriting within loans that receive federal backing or support on the secondary 
market. This should include the development of low down payment products. Doing so will help keep credit 
markets available to creditworthy underserved homebuyers.

B. FHFA should eliminate the LLPAs and recalibrate PMIERs

As discussed above, price acts as an obstacle in the conventional market, keeping out many lower-wealth 
borrowers and borrowers of color. CRL has previously urged FHFA and the Enterprises to revisit their pricing 
policies and consider how the current structure is a barrier to the Enterprises’ ability to promote access to 
mortgage credit. We have encouraged FHFA to eliminate the LLPAs and set guarantee fees in such a way as 
to pool risk and encourage wide access to responsible homeownership.89 Furthermore, FHFA should consid-
er the ways in which the PMIERs capital requirements have contributed to greater risk-based pricing and dif-
ferential pricing for private mortgage insurance.90 These capital requirements were designed to ensure that  
mortgage insurers can fully pay claims, as some failed this obligation during the most recent housing crisis. 
However, the new requirements coupled with LLPAs harm hardworking families by placing the burden of 
risk of a future crisis on their shoulders—despite substantial evidence that the foreclosure crisis was the 
result of systemic risk. Such action devastates the chances that the very families who were taxpayers and 
rescued the failing system can participate in the system today and in the future.

C. FHA needs increased resources to fulfill its role 

While FHA has in recent years experienced increased loan volume and its book of business is performing 
well, this business success cannot be tapped to support basic operations. Under FHA’s authorizing statute, 
all of its revenue must be routed to the MMIF. Thus, ironically, FHA’s business success has left it stretched to 
have sufficient resources to manage its loans. FHA sorely needs increased resources for staffing, technology, 
and operations.91 This increased funding is also key to implementing FCA reforms, including bolstering  
quality control mechanisms and tying in the defect taxonomy to FCA liability.92  

One idea that has been proposed is a FHA lender fee that would be collected to improve information  
technology and underwriting systems. A few years ago, FHA proposed legislation authorizing it to assess  
a four basis points ongoing fee on existing and prospective FHA loans, but this proposal met resistance.  
The fee on existing loans would have come out of servicer revenue and was strongly opposed. However,  
a fee that applies to prospective loans only would invite less opposition and could raise substantial and 
much-needed funds each year. 

Additionally, the Housing and Economic Recovery Act (HERA) of 2008 provides for a method to raise  
funds. HERA authorized $25 million a year for five years out of a “negative credit subsidy”—proceeds  
from the MMIF—to be used for targeted system upgrades and quality control.93 This provision, however,  
was conditioned on FHA’s statutory capital ratio being met, and FHA was below this standard for several 
years. Thus, the provision was not implemented. This approach is now warranted, as FHA has exceeded its 
required capital standards today.
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FHA needs increased resources to enable the FHA  
program to operate soundly and implement needed 
reforms. Targeted expenditures would produce net  
savings for the MMIF—protecting taxpayers, advancing 
the housing market, and furthering opportunities for 
homeowners. 

D. FHA should reduce its premiums and eliminate the life of loan premium 

Pricing is also an issue in the FHA market due to high MI premiums. FHA should repeal the requirement  
that FHA borrowers pay MI premiums for the life of the loan. Rather, FHA should reinstate the pre-July 3, 
2013 policy to require the borrower to pay premiums until the outstanding principal balance reaches  
78% of original home value. Last year, Representative Maxine Waters, Ranking Member of the Housing 
Financial Services Committee, introduced H.R. 4159, a bill that would repeal the life of loan requirement  
and reinstate the previous policy.94  

E. FHA should fully integrate the defect taxonomy into assessing lender liability under the FCA

FHA should establish clarifying reforms to enable the government to fight fraud in the FHA program as well 
as urge lenders to return to the program. Further clarity will help ensure consistency in enforcement and 
minimize litigation risk, thereby encouraging lenders to return to the FHA program. 

The principal concern is whether lenders have a clear idea of what type of loan defect violates the law. One 
reform that has been considered is changes to the loan and lender certification language. Thus far, however, 
this approach has not borne fruit. We have previously recommended that FHA adopt a certification process 
that focuses on identifying and preventing the most serious defects, identifies and singles out those lenders 
whose underwriting and quality control systems are deficient, and requires responsible lenders to commit to 
curing good faith, inadvertent errors that occur notwithstanding a robust lender quality control program. 
These errors could be cured by remediation or by indemnifying FHA from future insurance claims.

Additionally, FHA’s loan quality assessment methodology, known as the defect taxonomy, may be an  
effective and transparent way to evaluate FCA liability. Currently, the methodology’s intended use is to 
improve FHA’s own quality assurance efforts. The defect taxonomy addresses FHA’s plan to identify and  
capture information about defects through individual loan level reviews.95 In 2017, FHA rolled out its Loan 
Review System (LRS), an electronic platform for FHA single family quality control processes.96 FHA states that 
the LRS implements the defect taxonomy. Lenders use the LRS to interact with FHA on most quality control 
processes, including various post-endorsement loan reviews, lender monitoring reviews, and lender self-
reporting of fraud and other material findings. The findings are communicated using FHA’s defect taxonomy. 

The defect taxonomy, however, does not establish standards for administrative or civil enforcement action.  
It also does not address FHA’s response to patterns of loan level defects, regardless of severity, or FHA’s plan 
to address any fraud in connection with a FHA loan. We recommend that the LRS’s use be expanded to 
address how FHA responds to loan level defect trends. If the defect taxonomy were used to help determine 
FCA liability, it would provide more clarity and predictability for lenders. Additionally, the loan and lender 
certification language could cross-reference this methodology. 

The time is ripe for reform. The current administration has promised a review of enforcement under the 
FCA.97 However, DOJ and HUD should exercise caution not to take enforcement too far in the opposite  
direction. Mortgage fraud is a real concern, and the FCA is a powerful tool to fight it. 

FHA needs increased resources  
to enable the FHA program to 
operate soundly and implement 
needed reforms.
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As the data reflect, FHA plays an integral role in the mortgage market and the broader economy. The  
program fulfills an essential role in creating affordable homeownership opportunities for low- to moderate-
income and lower-wealth borrowers, and it more robustly includes borrowers of color today. This task is  
all the more essential as, particularly post-crisis, the conventional market has retracted from serving  
lower-wealth borrowers and borrowers of color. Yet, we must guard against enshrining a two-tiered  
mortgage financing system. The conventional market must do a much better job serving an inclusive  
swath of creditworthy borrowers.

Furthermore, the FHA program faces numerous complex dynamics and obstacles, including the withdrawal 
of banks from FHA lending, the dominant entrance of nonbanks into the market, expensive life of loan  
MI premiums, and insufficient funding to bolster technology, staffing, and operations. Moving forward, 
Congress should support FHA’s important work by funding it properly and sustainably. Congress must also 
guard against housing finance proposals that would weaken FHA or shrink the pool of borrowers eligible to 
obtain a FHA loan. Moreover, if provided appropriate funding, FHA has the ability to institute powerful 
reforms, such as fully implementing the defect taxonomy to alleviate FCA liability concerns and eliminating 
the life of loan premium. 

Conclusion
–––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––



Repairing a Two-Tiered System: The Crucial but Complex Role of FHA22

Figure A1: Conventional and FHA purchase loans by year, 2004–2016

Appendix
–––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––

. 

Appendix charts are numbered in correspondence with their graph in the report body. For example, 
Figure A1 is a chart of the same data shown in Figure 1. 

Year  All Loans Conventional Loans % FHA Loans % Other Loans %

2004 4,654,243 4,104,576 88.2% 409,856 8.8% 139,811 3.0%

2005 4,830,594 4,420,231 91.5% 281,362 5.8% 129,001 2.7%

2006 4,290,023 3,907,443 91.1% 252,483 5.9% 130,097 3.0%

2007 3,325,082 2,932,226 88.2% 258,261 7.8% 134,595 4.0%

2008 2,511,827 1,567,880 62.4% 743,965 29.6% 199,982 8.0%

2009 2,384,423 1,086,010 45.5% 1,000,551 42.0% 297,862 12.5%

2010 2,152,119 1,004,092 46.7% 888,519 41.3% 259,508 12.1%

2011 2,006,177 996,128 49.7% 715,986 35.7% 294,063 14.7%

2012 2,273,625 1,245,152 54.8% 699,816 30.8% 328,657 14.5%

2013 2,615,430 1,622,487 62.0% 622,826 23.8% 370,117 14.2%

2014 2,736,506 1,735,766 63.4% 583,539 21.3% 417,201 15.2%

2015 3,123,710 1,894,090 60.6% 793,828 25.4% 435,792 14.0%

2016 3,463,017 2,123,365 61.3% 865,897 25.0% 473,755 13.7%

 Year Low-income Moderate-income Middle-income High-income

 2004 18.6% 15.7% 9.9% 3.1%

 2005 13.3% 11.6% 7.1% 2.1%

 2006 11.2% 11.2% 7.9% 2.6%

 2007 11.4% 11.8% 10.8% 4.4%

 2008 35.2% 38.4% 35.7% 20.7%

 2009 54.9% 51.3% 44.2% 29.3%

 2010 58.9% 52.3% 43.3% 27.6%

 2011 52.8% 45.7% 37.7% 23.7%

 2012 48.5% 40.8% 32.8% 19.3%

 2013 39.9% 34.0% 26.8% 14.8%

 2014 36.1% 31.4% 24.7% 13.1%

 2015 42.0% 36.8% 29.4% 15.4%

 2016 40.1% 36.4% 29.7% 15.6%

Figure A2: FHA share of all purchase loans made by income category, by year, 2004–2016
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Figure A3: Conventional share of all purchase loans by race/ethnicity category, by year, 
2004–2016

Figure A4: FHA share of all purchase loans by race/ethnicity category, by year, 2004–2016

 Year Black Asian White Latino

 2004 78.1% 95.8% 88.9% 85.9%

 2005 85.6% 97.4% 91.0% 92.3%

 2006 86.3% 97.1% 90.4% 92.8%

 2007 78.2% 96.3% 88.5% 87.2%

 2008 35.8% 83.0% 64.5% 48.6%

 2009 18.2% 70.3% 47.8% 25.5%

 2010 17.4% 70.2% 49.7% 24.2%

 2011 20.2% 71.2% 52.7% 27.2%

 2012 23.2% 75.3% 57.7% 30.8%

 2013 29.9% 81.5% 64.6% 38.9%

 2014 32.5% 82.4% 66.5% 41.9%

 2015 30.3% 80.4% 63.9% 38.8%

 2016 31.9% 81.4% 64.7% 41.5%

 Year Black Asian White Latino

 2004 16.7% 3.3% 7.9% 12.2%

 2005 10.0% 1.9% 6.0% 6.2%

 2006 9.1% 1.9% 6.2% 5.5%

 2007 15.0% 2.5% 7.3% 9.6%

 2008 51.1% 14.6% 27.4% 44.6%

 2009 62.7% 26.1% 39.1% 63.6%

 2010 63.5% 26.2% 37.9% 65.0%

 2011 57.6% 24.1% 32.0% 59.9%

 2012 54.7% 20.0% 27.2% 56.1%

 2013 47.5% 14.0% 20.7% 47.9%

 2014 43.8% 12.6% 17.7% 44.6%

 2015 48.3% 14.6% 21.6% 49.8%

 2016 47.3% 13.7% 21.1% 47.5%
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Figure A5: Percent change from 2004 of FHA purchase lending to Black borrowers 
by income category, by year, 2004–2016

Figure A6: Percent change from 2004 of FHA purchase lending to Latino 
borrowers by income category, by year, 2004–2016

 Year Latino/Low & mod income Latino/Middle income Latino/High income

 2004 0.0% 0.0% 0.0%

 2005 -37.7% -39.5% -54.0%

 2006 -46.6% -39.5% -46.0%

 2007 -42.2% 6.5% 30.0%

 2008 122.0% 305.6% 622.0%

 2009 218.8% 414.5% 904.0%

 2010 232.3% 417.7% 884.0%

 2011 213.9% 383.9% 774.0%

 2012 199.6% 349.2% 690.0%

 2013 167.3% 295.2% 568.0%

 2014 152.0% 279.0% 528.0%

 2015 174.4% 322.6% 610.0%

 2016 159.6% 315.3% 596.0%

 Year Black/Low & mod income Black/Middle income Black/High income

 2004 0.0% 0.0% 0.0%

 2005 -35.3% -37.7% -41.9%

 2006 -42.5% -35.2% -40.3%

 2007 -24.2% 13.8% 38.7%

 2008 135.7% 233.3% 511.3%

 2009 186.9% 267.3% 641.9%

 2010 195.2% 269.2% 611.3%

 2011 174.2% 234.6% 538.7%

 2012 163.9% 223.9% 482.3%

 2013 138.1% 192.5% 406.5%

 2014 125.8% 174.2% 356.5%

 2015 143.3% 206.9% 411.3%

 2016 135.3% 210.1% 427.4%
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