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EXECUTIVE SUMMARY

Each year, the Association for Neighborhood & Housing Development (ANHD) produces this report
to help communities, banks, legislators and bank regulators and allies understand the impact of

the Community Reinvestment Act (CRA) at a local level. This year’s report comes at an especially
important moment, as regulators are contemplating some of the biggest changes to the CRA in
over 20 years.

Passed in 1977, the CRA is one of the most important laws we have to encourage banks to lend
equitably and to partner with nonprofits and governments to support community development in low-
income communities. Under the CRA, banks have a continuing and athrmative obligation to safely and
responsibly help meet the credit needs of the lower-income people in the neighborhoods in which they
do business. If a bank takes deposits or does business in a neighborhood, it must provide all of its services
equitably and support community and economic development efforts that benefit the same populations.

Since its passage, the CRA has leveraged trillions of dollars in low-income communities nationwide.
Each year, billions of dollars are reinvested in New York City, where the CRA has fostered one of the
most comprehensive ecosystems in the country to build and preserve affordable housing and support
community development. ANHD estimates that since the CRA’s passage, over 330,000 units of
affordable housing have been built in New York City, thanks in part to private loans and investments
leveraged by the CRA. The CRA has led to numerous CRA agreements and partnerships, including
new products and practices that have benefited low-income and immigrant communities.
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We strongly urge the regulators to preserve the is more to be done to
protect the communities

fundamental plact-.:-based approach of the CRA, with and people that the CRA
its focus on lower-income people and communities,  was designed to support.
and to expand it so as to increase access to credit, Historically redlined

banking, and resources for low-income people of communities — low-
income, people of color,

color and immigrant communities. immigrants — still have
cseccsssccessscscsssccessccsssssccsssssssssacesssasasssasssase Croubleaccessing basic bank

accounts and obtaining
home and small business loans. Racial disparities in lending persist, and bad actor landlords too easily get
access to speculative financing that exacerbates harassment, poor living conditions, and displacement.

Barely 10 years have passed since the great recession of 2008, which was a direct result of irresponsible
behavior by financial institutions that targeted and misled poor borrowers and, disproportionately, people
of color with expensive and unsustainable loans. Congress was forced to bail out large banks in order to
stabilize our financial system, and then enacted systemic and consumer protections through the Dodd-
Frank Wall Street Reform and Consumer Protection Act (the Dodd-Frank Act). Ideally, at the federal
level we would be working towards ways to build upon these advances, but instead we are defending
them as forces in Washington roll back these protections by reducing oversight, rolling back consumer
protections, and reducing transparency.

Within this context, ensuring the reforms being proposed to the CRA is all the more critical. While
we know there are many areas where the CRA can be updated and improved upon, some aspects of
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the new “modernization” efforts proposed by the Ofhice of the Comptroller of the Currency (OCC)
could have disastrous consequences, particularly if the OCC decides to reduce CRA down to just one
large numerical goal, while also and reducing the focus on branch locations reaching lower-income
people and communities. We strongly urge the regulators to preserve the fundamental place-based
approach of the CRA, with its focus on lower-income people and communities, and to expand
it so as to increase access to credit, banking, and resources for low-income people of color and
immigrant communities.

This report analyzes the CRA activity from calendar year 2017 for 24 banks that operate in New York
City, including some of the largest banks in the country. We include some additional data in the
narrative to provide more recent context.

1. Deposits and the Reinvestment Quantity & Quality Indexes: Local deposits continue to

increase, but reinvestment declined sharply, down nearly 30%. Deposits overall are up less than
1% from the prior

year, and up 25% from

2014 to 2017, reaching

$1.23 trillion. From

2016 to 2017, deposits

increased 4.6% among

retail banks and 5.9%

outside of Manhattan.

Half of all banks

increased deposits but

decreased reinvestment

in New York City. And only five banks reinvested over 5% of their local deposits, down from 11 in
2016. Ten of 24 banks had a quality score over “3”.

2. Branches and Bank Products: The overall number of branches among banks in this study
is down by just three, and down 7% in lower-income tracts. Some banks closed branches,
while others opened; the distribution of branches remains inequitable. Core Manhattan is
inundated, while lower-income neighborhoods still lack sufhcient branches and ATMs. The Bronx
is still the most unbanked area in the City, though 2017 saw a net increase of three branches. Five
branches closed in lower-income tracts overall and 11 opened. Some new accounts appear more
accessible to lower-income New Yorkers, but many remain out of reach. Overdraft fees declined
slightly, but were still well over $6 billion. At six banks, including two of the largest banks, overdraft
fees accounted for over 40% of the banks’ service fees and at two banks, they ma%e up over 10% of
consumer transactional deposits. While many banks accept New York City’s municipal identification
card, IDNYC, as secondary identification, no bank in this study accepts it as primary identification.

3. Multifamily Lending: This category of lending declined sharply again among the banks in
this study, both overaﬁ and this year in lower-income neighborhoods (down 26% overall and 29%,
in LMI tracts). This is distressing but in-line with general commercial mortgage lending trends.
The number of multifamily loans qualifying for community development declined 29% and the
dollars were down 36%. While percentages of buildings documented as being in physical
distress remain low, we know from experience that many buildings where harassment and
displacement occur do not appear on distressed lists; if a landlord successfully displaces
tenants, the building may never fall into distress. Rising rents and sales prices — especially in
historically more affordable neighborhoods — increase the pressure on lower-income tenants, putting
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them at risk of displacement. But banks and non-bank lenders continue to lend to known bad actor
landlords. Responsible lending by banks should not fuel displacement; banks can work with
tenants and tenant organizers so they can proactively ensure that tenants in their buildings
are protected and respected. New tools exist to identify bad-acting landlords and hold banks
accountable for supporting them, but they must be enforced.

1-4 Family Lending: The number of home purchase loans among banks in this study was relatively
stable from 2016-17, hovering over 14,150 loans but still below the 16,300 in 2013 levels. Lending
to lower-income borrowers decreased by 8%, barely staying over 1,000 loans, well below the
1,400 loans in 2013. As CRA-regulated banks are pulling out of 1-4 family lending, the rise of non-
bank lenders continues, particularly in refinance loans Federal Housing Administration (FHA)
lending. This trend threatens to undermine CRA goals because nonbank lenders are not covered
by the same regulatory oversight, including the CRA. Nearly 30% of home purchase loans and over
55% of refinance loans were made by non-bank lenders, as well as over 90% of FHA home purchase
loans and refinance loans. Meanwhile, racial disparities persist. 22% of New Yorkers are Black

and 29% Hispanic, yet fewer than 8% of home purchase ?oans in NYC went to Black or Hispanic
borrowers. The vast majority of banks in our study performed worse than that; at each of the “Big
Four” banks (Wells Fargo, Chase, Bank of America, and Citibank), fewer than 5% of their home
purchase loans were to Black borrowers, and at or below 7% were to Latino borrowers of any race in
2017.

Community Development Lending & CRA-Qualified Investments: The amount of money

dedicated to community development loans and investments decreased by nearly 30%. The
most notable decline was in Low Income Housing Tax Credits (LIHTC), one of the most important
sources of financing for affordable housing in New York City. Among banks for which we

have data from 2013 to 2017, LIHTC investments are at their lowest level in five years.
Additionally, LIHTC dollars are down 25% from 2016. The uncertainty leading up to the
eventual tax cuts at the end of 2017 likely drove much of this decline. In 2017, lending to nonprofits
decreased in volume and dollar amount. However, in the midst of this decline, we are pleased to note
that the number of community development loans to neighborhood-based community development
corporations (CDCs) increased.

Economic Development & Small Business Loans: The dollar amount of community
development loans, investments, and grants for economic development all decreased in
2017. As in prior years, the investments are concentrated in just a few banks: the majority made
no investments for economic development, 13 made community development loans for economic
development, and 14 made grants. But quality matters as much as quantity, and there is some
positive news on that front. We are pleased to see banks continue to engage with nonprofit
developers and the City to use and support the City’s new Industrial Developer Fund to support
affordable manufacturing space. Among banks in this study, small business lending increased close
to or over 50% overall and in low- to moderate-income tracts. However, much of that was driven
by Chase’s credit card loans which now capture revenue size; excluding Chase’s credit cards, the
number of loans decreased and the dollars increased much less.

CRA-Eligible Philanthropic Grants: CRA-eligible grant dollars increased slightly in 2016.
Grants were up 2.7% by volume, but down 8% by dollar in 2017. The trend of consolidation, with
larger grants going to fzwer organizations, continues, but not at the same scale as in prior years.
Most banks continue to dedicate less than one tenth of one percent of their local deposits to grants.
Grant-making to neighborhood-based organizations decreased 14% by volume, but increased

43% by dollar in 2017; much of that increase was driven by a large grant at one bank. At four of
the largest banks and almost all of the smaller banks, at or over a third of grants were to
neighborhood-based organizations.
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* Banks should maintain and increase the quantity of investment in low- and moderate income
(LMI) communities and benefiting LMI people. CRA investments have been a critical tool in
these communities and they must continue

* Improve bank practices and CRA exams to better emphasize the quality of investments, not
only quantity. Impact on community can and should be measured. The CRA must prioritize
and promote activities that enable LMI people, immigrants, and people of color to access deep,
permanent affordable housing, affordable homeownership, quality jobs, and ultimately better
financial stability through the range of CRA-eligible activities. The CRA must do a better job at
preventing displacement and penalizing activities that fuel displacement.

* Nonprofit mission driven developers, CDFI’s, and local neighborhood-based organizations are
uniquely situated to identify and respond to local emerging and long-term needs. Banks should
ensure that their CRA dollars are directed to such organizations.

* Although the CRA is race-neutral — focusing on LMI communities as opposed to communities
of color — the law was passed in 1977 on the heels of other major federal civil rights legislation
that explicitly aimed to end discrimination on the basis of race, including the Fair Housing Act
(1968) and the Equal Credit Opportunity Act (1974). Both the CRA and the Home Mortgage
Disclosure Act (1975) were, within this broader context, seen as tools to support and stabilize
low-income communities of color. But today, racial disparities remain in lending, and
multifamily lending to bad actors who displace tenants disproportionately impacts low-income
people of color. The CRA should explicitly evaluate how well banks are serving people and
communities of color, in addition to examining how well they are serving LMI people and
communities.

* A continued focus on branches and affordable, accessible, culturally sensitive products and
services are critical for the communities the CRA is designed to serve.

* To perform these deeper qualitative assessments and foster ongoing relationships with local
nonprofits, CDCs, and other actors, banks should create and maintain strong and locally based
community development teams. With this expertise, banks will be able to leverage CRA
investments more effectively and have a greater impact on LMI communities.

*  Ensure that any efforts to reform the CRA build upon and strengthen the core of the existing law
it, particularly the place-based focus and commitment to LMI communities. Reform efforts must
not weaken the law in any way. (See page 42 for a summary of ANHD’s recommendations for
CRA reform.)
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INTRODUCTION

This is the ninth edition of the State of Bank Reinvestment in New York City report from the Association
for Neighborhood and Housing Development (ANHD). ANHD produces this report each year to help
communities, legislators, and regulators understand the impact of the Community Reinvestment Act
(CRA) at alocal level. The CRA was passed over 40 years ago, in 1977, and states that banks have a
continuing and afhrmative obligation to help meet the credit needs of the low- and moderate-income
people and neighborhoods in which they do business, consistent with safe and sound business practices. If
a bank takes deposits or does business in a neighborhood, it must provide all of its services equitably and
support community and economic development efforts that benefit the same populations.

The CRA is one of the most important laws we have to encourage banks to lend equitably and to partner
with nonprofits and governments to support community development in low-income communities.

The CRA has fostered one of the most comprehensive ecosystems in the country here in New York

City to build and preserve affordable housing. ANHD estimates that since its passage, over 330,000

units of affordable housing have been built in New York City alone, thanks in part to private loans

and investments leveraged by the CRA. New York City’s Department of Housing Preservation and
Development (HPD) estimates that for every dollar of public investment, the City leverages $4 in private
investment, also due in part to the CRA obligations banks have in New York City'.

The CRA has leveraged trillions of dollars in low-income communities nationwide; Reports like this

one document billions of dollars reinvested each year in New York City alone. The CRA has fostered
numerous CRA agreements and partnerships, including new products and practices that benefited
low-income, immigrant communities. At the same time, there is more to be done to protect the
communities and people that the CRA was designed to support. Historically redlined communities — low
income, people of color, immigrants — still have trouble accessing basic bank accounts and obtaining
home and small business loans, racial disparities in lending persist, and bad actor landlords too easily get
access to financing which leads to harassment, poor living conditions, and displacement.

The 2008 financial crisis was a direct result of irresponsible behavior by financial institutions that
targeted and misled poor and minority communities with expensive and unsustainable loans. Congress
was forced to bail out large banks in order to stabilize our financial system, and then enacted more
systemic protections through the Dodd-Frank Act. The Dodd-Frank Act also put in place systems

to protect consumers, including the creation of the Consumer Financial Protection Bureau (CFPB),
requirements for safer residential mortgages, separation of investment and banking, and capital
requirements to ensure banks are better able to absorb losses.

Yet, rather than expanding consumer protections, the new administration is doing just the opposite.
Over the past two years, the Administration and Congress have been working to roll back, defund, and
dismantle bank regulations. One bill already passed that significantly reduces the number of banks that
will report expanded mortgage data under the Home Mortgage Disclosure Act (HMDA) and raises the
asset-size threshold of banks five-fold for greater scrutiny. In recent years, the CFPB has also worked to
halt and rollback key consumer protections, including rules related to payday lending and fair lending
reviews; they have yet to implement key regulation on transparency in small business lending.

1 Joint CRA comment letter by NYC Department of Housing Preservation and Development and Department of Consumer
Affairs, retrieved from: hteps://www.regulations.gov/documentzD=0CC-2018-0008-0651
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In March 2018, the U.S. Treasury Department issued a set of recommendations to modernize and update
the CRA.2 ANHD’s analysis of those recommendations concluded that they contained “The Good, the
Bad, and yet-to-be-seen.” In general, the details were too vague to come to a meaningful conclusion.?
Five months later, just before Labor Day 2018, more details emerged as the Ofhice of the Comptroller

[ E N NN RN NN NN N RN NN NN RN NENNNRERENENRNRNNRNNENNNNNNRERENNNNRNNNNNNNNNNNRNL N, Ofthe Currency (OCC)
officially began the process to

It is in this context that ANHD and “modernize” the CRA. The
advocates nationwide have been working OCC, which regulates the
to protect the CRA and to strengthen and largest banks in the country,

expand protections that ensure historically  ssued an Advanced Notice of

dlined ities h | Proposed Rulemaking (ANPR)
redlined communities have equal access with a set of questions and

to banking and credit, support community ideas about ways to modernize
development, and are protected from the CRA, but some of their

displacement. concepts threaten the very heart
of the law and could weaken

it in substantial ways. Further,
they did this alone, without the other federal regulators at the FDIC and Federal Reserve Board. During
the comment period, ANHD members and advocates, as well as banks, industry groups, and individuals
nationwide, weighed in on the key proposals outlined in the ANPR. The overwhelming majority of
advocates, and even many banks, opposed the OCC’s “one-ratio” idea, which would reduce all of CRA
to one simple metric of dollars invested as compared to bank size as measured, for example, in deposits,
assets, or tier one capital.

It is in this context that ANHD and advocates nationwide have been working to protect the CRA and
to strengthen and expand protections that ensure historically redlined communities have equal access
to banking and credit, support community development, and are protected from displacement.

HISTORICAL CONTEXT OF THE CRA

The CRA was passed in response to redlining and severe disinvestment. Redlining is the term used to
describe government instituted racist practices in how it guaranteed loans through the Federal Housing
Administration. Starting in the 1930s, people of color were denied credit in their own neighborhoods
and others deemed “risky” solely based on who lived in those neighborhoods. Banks continued these
trends decades later, often withdrawing from low-income and minority neighborhoods. Where banks
still had a presence in low-income minority communities, they refused to make loans to people in those
neighborhoods and reduced investment in urban neighborhoods. One only need to look at photos of
the “burning Bronx” in the 1970s to see what disinvestment looks like and to understand that readily
available, sound lending is critical to a healthy housing market and community.

In response to this harmful and discriminatory redlining and disinvestment, Congress passed a number

of new laws to regulate banking practices and hold banks accountable. The Fair Housing Act of 1968

made discrimination in lending illegal and the Home Mortgage Disclosure Act (HMDA) of 1975 gave

the community and regulators new tools to better monitor bank lending practices and enforce anti-
discrimination laws. The CRA was passed in 1977 to ensure that banks provide credit and deposit services
equitably to the communities in which they do business, including low- to moderate-income communities.

2 hteps://home.treasury.gov/sites/default/files/2018-04/4-3-18%20CRA%20memo.pdf
3 hteps://anhd.org/blog/cra-modernization-recommendations-treasury-department-are-good-bad-and-yet-be-seen
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THE CRA TODAY

Since 1977, the banking industry has undergone massive consolidation, two major collapses, and is
now increasingly dominated by multi-regional, national, and international institutions. While signs of
disinvestment and disparate practices certainly persist today, another concern is over-investment that
threatens to displace lower-income tenants and leave behind lower-income New Yorkers who can no
longer afford to live in the City due to rising rents and a lack of good-paying jobs.

The CRA requires banks to act locally, but report regionally, which makes detailed analysis difhcult.
Banks are typically evaluated by CRA regulators at the metropolitan district level or the metropolitan
statistical area (MSA) level and often in multiple areas. New York City is in the White Plains-NY-N]
metropolitan district (MD), which includes New York City plus an additional nine counties in New
York and New Jersey. It falls within the New York-Northern New Jersey-Long Island, NY-NJ-

PA MSA, which covers 24 counties in three states. Some banks also get credit for reinvestment at the
regional, state, and national level even if they have no direct impact on their assessment area. All banks
get CRA credit for loans, investments, and services in their total assessment area and these are rarely
broken down by year or by county. In recent years, we have been pleased to see that the FDIC and
the Federal Reserve Board have been much more consistent in breaking down CRA data on exams

by category and by year, but still at the assessment area level. Unfortunately, the OCC has not done
the same. The OCC regulates the largest banks in the country, but provides just brief summaries by
assessment area, with no consistent breakdown by year or by category. They also tend to release exams
three or more years after the exam, making public examination of CRA data difhcult.

THE FUTURE OF THE CRA

This report outlines many ways in which banks and regulators can respond to the issues New York
City communities face. ANHD believes that reinvestment is most effective if the bank has a clear
understanding of the local issues and needs of the community and how the bank’s reinvestment activity
will address them. New York City neighborhoods differ borough by borough and even block by
block. Studies like this one enable us to analyze how banks operating in New York City approach
their CRA obligations here. Also, CRA evaluations span multi-year periods, with less frequent exams
for small banks. It is important for bank regulators, legislators, community organizations and residents
to understand exactly where and how their federally-insured deposits and assets are being reinvested

in their community every year. It is in this context that we publish this annual report to examine
reinvestment activity in New York City.

ANHD believes that bank reinvestment-related activity — lending, investments and services directed
towards low- and moderate-income residents and neighborhoods — should be substantial, and in
proportion to each bank’s locally-held deposit base. We compare all banks to one another broadly and
to their peers as the largest retail banks ($50 billion or more in assets), smaller retail banks (fewer than
$50 billion in assets) and wholesale banks. For purposes of the CRA, “low-income” is defined as 50%
Area Median Income (AMI) and moderate-income as 80% AMI, and in most cases is based on decennial
census data. The 2017 AMI was $73,700; this put “low-income” at $36,850 and “moderate-income” at
$58,960. However, incomes for New York City have historically been lower than the regional AMI. And,
of course, income levels vary greatly from neighborhood to neighborhood, with the majority of New
Yorkers earning well below 80% AMI. We encourage banks to support projects that benefit lower
incomes than just those defined as LMI under the CRA.
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METHODOLOGY & STRUCTURE OF THIS REPORT

ANHD looks at the broad spectrum of reinvestment activity in the 2017 calendar year. We look at

“core CRA lending data” for 1-4 family home purchase and refinance loans to low- and moderate-
income borrowers, as well as multifamily community development loans and multifamily and small
business loans in low- and moderate-income census tracts. We also analyze community development
reinvestment activities, which are community development loans, CRA-qualified investments and CRA-
eligible grants to build and rehabilitate affordable housing, create jobs, provide services, and revitalize
neighborhoods. This report analyzes year-to-year performance of these activities, as well as deposits,

stafhng, and branching.

Consistent with our belief that quality matters as much as quantity, we refrain from providing one
overall ranking. Instead, we continue to use the more nuanced version of the reinvestment index to
assess the banks’ volume of reinvestment dollars loaned and invested and compare the quality of that
lending based on factors we believe indicate a strong commitment to local communities.

As always, we hope this proves a useful tool for all audiences — banks, legislators, bank regulators,
community organizations, and allies — to build upon and strengthen CRA activity in New York City.
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DEPOSITS, & REINVESTMENT
QUANTITY INDEX & QUALITY
SCORE

The basic principle of the CRA is that if a bank takes deposits or does business in a neighborhood, it
must provide all of its services equitably and support community development in those neighborhoods.
This comes with a continuing and afhirmative obligation to help meet the credit needs of low- and
moderate-income people and neighborhoods in particular. The CRA is one of the most effective tools
we have to bring banks to the table to invest in low- and moderate-income communities through loans,
investments, and services.

CRA regulators use a combination of deposits, assets, and Tier 1 Capital to estimate their expectation for the
volume of a bank’s CRA activities. While this may be the best indicator for determining the entirety of a
bank’s CRA commitment, ANHD believes that a bank’s local deposit base is a better method for determining
reasonable levels of reinvestment for individual assessment areas like New York City. For this reason,
ANHD’s benchmarks for lending and investments are tied to the banks’ local deposits in New York

City. In order to match yearly reporting to the FDIC, we use deposits as of June 30" of each year.

0000000 OONOONOOCNOEONONIOSOONNOONNONOSNOSONONONOONDNONOONOONNOIOSNOTNOTOONONRNOONONTROONONONOTEOTDBDTOEETS We recognize that Oursystem

ANHD'’s benchmarks for Iending and for analyses is still an imperfect
system too due to both the

investments are tied to the banks’ local uctuation of deposits and the
deposits in New York City. chan%in nature of banking
and the business of banks.
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it comes to some of the largest banks — given the lack of other local data such as Tier 1 capital or the
amount of business done specifically in New York City. Still, we believe our method is overall the most
straightforward and objective system that best reflects reinvestment in NYC specifically. For example,
Wells Fargo is the third largest deposit holder in the nation, but only 8% highest in NYC, with deposits
well below that of the other “Big Four” banks (Chase, Bank of America, and Citibank). This relatively
low local deposit base is because of its small branch presence — only 21 branches versus closer to 150 or
more for other large banks. However, they remain a major player in the home lending market, making
the most home purchase loans of all lenders, and a signigcant lender in other areas. By our measure, it
has a smaller obligation than banks that have larger branch networks and deposit bases. Chase is at the
other end of the spectrum, with the largest local deposit base by far, and thus the largest CRA obligation.
Though this may be a little misleading, given the large volume of business deposits %eld in New York
City t%at come gom outside the City,gE)ecause other banks also book out-of-town business deposits in the
City, we believe that comparing institutions in this way is reasonable.

Our system also serves to hold accountable any bank with a presence in our City, even if New York
City is not one of that bank’s main assessment areas. That said, we treat wholesale banks differently
because they do not have a traditional branch and deposit structure like the retail banks and thus we use
their national deposits for the benchmark.

13
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ASSESSED CATEGORIES OF ACTIVITIES

We separate activities broadly into two categories: 1) community development reinvestment, and 2) core
consumer and commercial lending reinvestment.

Community Development Reinvestment includes community development loans, CRA-qualified
investments, and CRA-eligible grants that provide financing for:

B The construction, rehabilitation, and preservation of affordable housing.
B Community facilities such as healthcare clinics and community centers.
B Job creation, education, healthcare, and other efforts to revitalize neighborhoods.

B Nonprofits that engage in all areas of community development, including providing affordable
housing, providing community facilities and programs, and advocating for policy change.

Community development loans and investments typically take longer to put together, require more
specialized staff and intentionality, and must be made with an explicit community development purpose,
such as building and rehabilitating affordable housing, creating jobs, and providing community facilities.
Banks are expected to do a certain volume of these loans and investments, and ANHD believes banks
should demonstrate both quantity and quality here.

Core Consumer and Commercial Lending Reinvestment typically relates more to a bank’s main
business and should be analyzed for volume, quality, and fair lending. Our indicators incorporate:

B 1-4 family home purchase and refinance loans to low- and moderate-income borrowers.
B Multifamily mortgage loans in low- and moderate-income census tracts.

B Multifamily mortgage loans that get community development credit (this dollar amount is used in
core consumer and commercial lending reinvestment volume index).

B Small business loans (loans below $1 million to businesses with revenues below $1 million) in low-
and moderate-income census tracts.

Not all banks make multifamily, 1-4 family, and small business loans. Though such limited portfolios are
commonplace, ANHD is concerned about the number of banks that are pulling out of certain businesses
— for example, the overall decline in 1-4 family lending — and the choice of many retail banks not to
offer the range of products that New Yorkers need. This is an area that should be explored further in the
context of the CRA.

That being said, within any loans that banks do originate, they must lend equitably and responsibly to
lower-income borrowers and neighborhoods. For example, a bank that originates 1-4 family mortgages
should lend at sufhcient volumes and also have dedicated staft and affordable products that give lower-
income borrowers the best chance of successful homeownership through pre-purchase counseling and
financial assistance. Likewise, banks that originate multifamily loans should ensure that the loans are
responsibly underwritten and made to landlords that will preserve affordability, maintain the properties,
and respect the rights of the tenants.
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USE OF QUANTITY INDEX & QUALITY SCORES

The quality of reinvestment matters just as much as volume, and this report goes to great lengths to
measure both. Rather than create one overall ranking for each bank, ANHD has developed a Quantity
Index to assess the banks’ volume of reinvestment dollars loaned and invested, and a Quality Score to
compare the quality of that lending based on factors we believe indicate a strong commitment to local
communities. The Quantity Index measures overall reinvestment volume, comparing the full range of
reinvestment lending and investments to locally held deposits. This gives us a way to evaluate who is
leading in terms of volume of reinvestment and who is leading in how loans, investments, and services
meet the needs of lower-income residents and communities. The overall reinvestment Quality Score
evaluates how the banks’ loans, investments, and services compare to one another on a range of factors
that have an impact beyond the dollar amount. We also incorporate Branch distribution and staff in the
Quality Scores. For the Quality Score analysis, we excluded banks that made fewer than 10 loans in any
core lending category.

Details About the Quantity Index: When evaluating the volume of a bank’s reinvestment activity, we
compare the dollars loaned and invested to its locally held deposit base, which we believe is a good proxy
for its obligation to New York City. Using the definitions above, we created an Overall Quantity Index,
which is the sum of two individual indexes: 1) Community Development Quantity Index, and 2) Core
Consumer and Commercial Lending Quantity Index. We do recognize that some community development
loans and investments may take longer to close, resulting in some fluctuations in community
development indexes from year to year. Also, ANHD uses multifamily community development loans

in the quantity index, rather than loans in LMI tracts. While both are important, multifamily loans
submitted for community development credit are a better indication of how well banks are, or should be,
paying attention to these factors. They are also more likely to receive greater scrutiny under the CRA as
to how well they are meeting the needs of lower-income people or neighborhoods.

OVERALL QUANTITY INDEX

Community Development Core Consumer and Commercial
Quantity Index Quantity Index
Dollar amount of community develop- Home purchase and refinance loans to low- and
ment lending, CRA-qualified invest- moderate-income (LMI) individuals

ments, and CRA-eligible grants
borrowers, small business loans in LMI tracts &

+ multifamily community development loans
Total volume of local deposits + +

Total volume of local deposits

Details About the Quality Score: We evaluate banks based on their performance relative to one
another on a variety of factors that indicate the investment is likely to have a larger impact than

simply the dollar amount. This also enables us to compare service and responsiveness to lower-income
communities where there is not a dollar amount associated with such services. For example, loans

and investments to nonprofits in general, and to community development corporations (CDCs) in
particular, are typically more impactful than loans and investments to for-profit entities. This is because
CDC:s are locally controlled nonprofits committed to providing permanent affordable housing with
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deep affordability and ancillary services that go beyond housing to strengthen and empower families
and communities. But an assessment of the overall volume of reinvestment cannot capture these added
benefits; CRA-eligible grants are the only investment for which banks do not get a direct return on
investment and, because they are so much smaller than other loans and investments, they do not carry
much weight in the reinvestment Quantity Index. For that reason, we include the percentage of CRA-
eligible grants relative to total deposits in the Quality Score.

The overall Quality Score is calculated based on three individual scores: Community Development, Core
Consumer & Commercial Lending, and Service/Responsiveness. Within each score, banks are awarded
points for each question based on the median value of all banks within their respective classification
(larger, smaller, and wholesale banks). Banks with values +/- 20% of the median get a score of 3 points,
banks below that range get a 1, and banks above it get a 5. A bank gets a 0 for any question for which
the bank failed to provide any information that could not also be found in public sources. Points for

all questions within each factor are averaged together to get three individual quality scores, which are
then averaged together to calculate the overall reinvestment Quality Score. (Note: wholesale banks do
not receive scores related to branching in the Service/Responsiveness score and do not receive a Core
Consumer & Commercial Lending score)

OVERALL QUALITY SCORE (AVERAGE OF THESE THREE INDIVIDUAL
SCORES)

Community Development |Core Consumer & Service / Responsiveness
Score Commercial Lending Score |Score
(scored where banks made
* % Community develop- 10 or more loans) * % Branches in low-
ment loans for affordable income and % in LMI
housing * % Home purchase & % census tracts
refinance loans to LMI
* % Community develop- borrowers * % Staffing in New York
ment loans to nonprofits City
& % to CDCs * % Multifamily and %
small business loans in * Access to Banking score
* % CRA-qualified invest- LMI tracts i )
ments to nonprofits * Community responsive-
* % Multifamily community ness / innovation for
* Ratio of CRA-eligible development loans wholesale banks
grants relative to total
deposits

* % CRA-eligible grants
to neighborhood-based
organizations

* Community responsive-
ness /innovation score for
retail banks

For each factor, if a bank’s performance is within +/- 20% of the median value, the bank gets 3 points. 5
points If they perform above that range and 1 point below that. 0 points if no answer. Points are averaged
to get the score in each category.
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* As bank deposits increase in New York City, their reinvestment dollars should increase
as well. The volume of loans, investments, and grants across the spectrum of activities is
a significant indication of a bank’s commitment to the CRA. ANHD believes that bank
reinvestment-related activity — lending, investments, and services directed towards low- and
moderate-income residents and neighborhoods — should be substantial and in proportion to each
bank’s locally-held deposit base. This also means having the infrastructure and staff to support quality
reinvestment.

* The quality of reinvestment is just as important as the quantity.

Banks must ensure that their dollars reinvested for loans, investments, and services are intentional in
truly helping meet the credit needs of lower-income, minority, and immigrant New Yorkers. This
report compares banks to one another. Banks should also be working to raise the bar so that their
activities each year are having the most impact possible.

* Deposits remained static overall; they increased just 0.7%. Retail bank deposits held in New
York City increased 4.6% overall. Wholesale bank deposits declined 10%.

Deposits among the major New York City banks continued to increase, but much more slowly than
prior years. Among the 24 banks in our study, deposits went up just 0.7% from $1.22 trillion in 2016 to
$1.23 trillion in 2017. We treat wholesale banks £fferently because they do not have a traditional branch
and deposit structure like the retail banks. We use their national deposits for the benchmark. In order

to match annual reporting to the FDIC, we use deposits as ofF] une 30% of each year. Among the retail
commercial and savings banks only, deposits increased 4.6% trom $892 billion to $933 billion. In 2017,
this increase lagged the increase nationwide, which was 5.7% among retail banks.

Unlike last year, when nearly all banks increased deposits, only four of the nine largest retail banks with
assets over $50 billion increase their locally held deposits in 2017. Wells Fargo’s deposits increased the
most — up 16% from $15 billion to $18 billion, bringing them closer to 2015 levels. Chase and TD Bank
increased 8.3% and 5.8%, respectively. Meanwhile, M&T and Santander’s deposits decreased by 11%
and 17%, respectively.

TD Bank and Bank of America continue the trend of opening branches, and their deposits appear to
be increasing accordingly. For Bank of America, however, the increase shows up in the outer borough
deposits, as their total NYC deposits decreased slightly. Capital One continues to close branches anf
unlike last year, their deposits j)ecreased as well, but only by 2.4%. Collectively, the smaller banks’
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deposits increased more in 2017 than any other group, up 13%. Only Emigrant decreased deposits,
down 31%. The largest increases in deposits at the smaller banks were BankUnited (up 110%f Sterling
(up 30%) and Dime (up 24%). Sterling alone increased 137%, but that dropped to a 30% increase when
combined with Astoria. Sterling closed 11 branches in 2016 and deposits dropped considerably, but they
were back up again in 2017.

* Retail bank deposits held in New York City increased 5.9% outside of Manhattan.

Trends in deposits
outside of Manhattan
are almost certain to
be locally sourced,
and thus more
reflective of how
banks are serving
local residents and
businesses. Whereas banks in Manhattan are more likely to also include business deposits sourced
outside of the state, particularly for large banks with headquarters or large presences here, such as Chase,
Citibank, and HSBC. For example, as HSBC closed ofhices nationwide in prior years, they booked
more deposits in New York City, thus driving the increase in Manhattan. Their deposits increased b
86% citywide from 2013 to 2017, but the increase seems to have plateaued in 2016 as they declined 7%
from 2016 to 2017. Whereas outside Manhattan, their deposits declined 25% from 2013 to 2017, but
we see they increased slightly year over year, from 2016 to 2017. While most other large bank deposits
outside of Manhattan are well above their 2013 levels and five banks increased their deposits from the
year before, four banks’ deposits declined from 2016 to 2017. M&T’s were down 16%, followed by
Santander which was down 12%.
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While the percentages vary by bank, collectively in all years, over 85% of all 24 banks’ total deposits are
in Manhattan and over 70% at 12 of the banks in our study. Wealth in New York City has long been
concentrated in Manhattan and the income gap continues to grow. It is imperative that as bank deposits
rise citywide, that bank reinvestments rise as well and be distributed equitably, with particular emphasis
on low-income, minority, and immigrant people and communities throughout New York City who
have been historically disproportionately impacted by banking practices and inadequate protections.

* Deposits remained essentially static — they went up less than 1% - yet reinvestment dollars
decreased 28% in 2017. Core Consumer & Commercial Reinvestment decreased 30% and
Community Development Reinvestment decreased 28%. Just five banks have a Quantity
Index over 5%, down from 10 in 2016.

2016 Quantity Index 2017 Quantity Index
Reinvestment dollars: $13.2 billion / Deposits: Reinvestment dollars: $9.3 billion / Deposits:
$1.22 trillion $1.23 trillion
Total Quantity Index = 1.08% Total Quantity Index =0.76% ({)
Average Quantity Index = 4.9% Average Quantity Index = 3.0% ()
Median Quantity Index = 1.9% Median Quantity Index = 1.3% ()

Note: Analysis includes
only banks for which
ANHD has four years of
data.

Community reinvestment dollars decreased rather sharply in 2017, down 29%. Core Consumer &
Commercial Lending decreased by 30% and Community Development Reinvestment decreased 28%.
The decline was across the board, in all categories except for small business loans in LMI tracts and
grants. As will be discussed more later on, the small business increase is mainly due to improvements
in how Chase, and to a smaller extent Santander, tracks small business loans. Excluding those banks,
dollars still increased, but the number of loans decreased. Our survey also revealed sharp drops in
many categories, with the sharpest drops in refinance lending, community development lending and
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multifamily community development lending. Many banks decreased their LIHTC dollars, some
referencing the uncertainty over the Tax Cuts and Jobs Act of 2017 tax reform law that has since passed.

The decline in multifamily community development lending was almost across the board, with just a few
banks increasing lending. As rents and sales prices continue to rise, it is critical that banks lend to support
multifamily affordable housing — deed-restricted and rent-stabilized — and to do that lending responsibly.

In 2017, only seven banks increased reinvestment dollars. In fact, 12 banks increased deposits and
decreased reinvestment dollars. BankUnited’s deposits more than doubled while their reinvestment
dollars were down 75%. When factoring in Astoria’s reinvestment dollars from 2016, Sterling’s
reinvestment declined 33% in 2017, which is concerning as we expect a merger to lead to more
investment and not less. We hope that the 2018 numbers, a full year post-merger, reflects that increase.
At Morgan Stanley Private Bank, deposits increased 26% while reinvestment declined 47%. Goldman
Sachs’s deposits declined by 19% and its reinvestment dollars were down 52%.

Of the banks that did increase reinvestment, Santander increased the most by 64%, followed by Bank of
America at 45% and BNY Mellon at 43%. TD Bank increased, too, up by 11% and Deutsche Bank by
10%. Ridgewood increased 16% in 2017.

As we shared in last year’s report, Santander’s increased reinvestment reflects its new “Inclusive
Communities” plan in action. The plan commits $11 billion over five years with specific commitments
to the broad spectrum of
CRA activities: home lending,

Santander has been taking meaningful responsible multifamily

. . h lending, small business lending,
steps to improve upon its record with new branches and branch products,

dedicated CRA and community development ;4 community development
staff to deploy these dollars. loans, investments and grants.*
The plan was developed in
consultation with the National
Community Reinvestment Coalition (NCRC) and over 100 community groups throughout their
footprint, including ANHD and some of its members. Santander has been taking meaningful steps
to improve upon its record with new dedicated CRA and community development staff to deploy
these dollars. They also convene advisory committee meetings nationally and regionally every quarter
to review progress and discuss needs and opportunities.

The collective $9.3 billion in reinvestment dollars equals 0.76% of total local deposits, a drop from the
1.08% in 2016. The average and median percentages declined as well. Only five banks had a quantity
reinvestment index over 5% in 2017, down from 12 in 2016. Among the largest banks, only M&T
reinvested over 5% of its local deposits (8.1%). Santander and Capital One each exceeded 3% in 2017,
but Capital One was over 5% in 2016. Citibank dropped from 2% down to 0.7%.

Just four of the smaller banks exceed the 5% of deposits, down from eight in 2017. Given that many are
commercial lenders that tend to have smaller deposit bases and do larger deals, this decline is significant.
New York Community Bank’s reinvestment has dropped to 12.5% of their deposits, down from 15%

in 2016 and well below their high of over 50% of local deposits. Flushing was at 12%, up from 11% in
2016. Sterling reinvested 4.9% of deposits, down from 9.6% in 2016. Ridgewood’s reinvestment dollars
increased to 7.4% of local deposits, up from 6.5% in 2016.

4 “Santander and NCRC Announce $11 Billion ‘Inclusive Communities’ Plan,” NaTioNaL CoMMUNITY REINVESTMENT COALI-
TioN (Nov. 1, 2017), hetps://ncre.org/santander-announces-inclusive-communities-plan-new-11-billion-five-year-community-
commitment/.
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*  Quality Score: Ten banks scored over 3 in 2017, up from seven in 2016.

As outlined below, the Quality Score was introduced to complement the Quantity Index to reflect

how well those dollars are deployed. No single tool can capture every aspect of good community
development; a more nuanced score can help highlight specific areas of strength and where a bank has
room for improvement. Santander, for example, ranks above 3 in its core lending, indicating they are
lending equitably compared to their peers, but its service and community development scores indicate it
has room for improvement in branching and some aspects of its bank products, as well as lending with
nonprofits. To its credit, Santander’s Inclusive Communities CRA plan is addressing many of these areas,
and since the close of the data period reflected in this report, Santander has opened new branches in LMI
tracts and is taking steps to implement the full Inclusive plan.
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Capital One and M&T stand out for having relatively high overall Quantity Indices and high
Quality Scores. Chase, too, has a high Quality Score, but lower Quantity Index. All three

are lending equitably relative to their peers in most areas. Capital One’s service score is lower,
indicating room to improve in branching patterns and access to banking. We are very disappointed,
however, that Capital One discontinued its residential mortgage lending, which will limit the impact
it has on local communities. Citibank, too, ranks close to 3, and ranks near or above 3 in community
development and service. It has been making greater progress in lending to nonprofits and CDCs and
also making more grants to neighborhood-based organizations. Chase still does not report on loans to
CDC:s or grants to neighborhood-based organizations. Anecdotally, we understand Chase continues

to support CDCs through its loans, but we still hear from ANHD members that its grantmaking is not
reaching the smaller organizations as it had in prior years. Bank of America score declined, but much of
that has to do with no longer reporting data about nonprofits, CDCs, or grants to neighborhood-based
organizations. That being said, the bank’s core lending score is quite low and that data is complete.
They do, however, have one of the better distributions of branches in LMI tracts and offer a more-
affordable no-overdraft checking account product.

TD Bank’s Quality Score increased in 2017, due to a number of factors. The core score increased mostly
because their volume of multifamily loans dropped below 10 and were not counted in the score. Also,
TD’s percentage of refinance loans to LMI borrowers compared better than in 2016, but the volumes

are low across the board. TD Bank’s service score increased, too, reflecting the positive trend of opening
more branches in LMI tracts. Its community development score declined as the volume of loans to
nonprofits declined.

Of the smaller banks, Sterling, Flushing, Ridgewood, and New York Community Bank ranked higher
than 3. Flushing ranked high on core lending and service. This was due to high percentages of
multifamily loans in LMI tracts and counting for community development, and small business loans in
LMI tracts. Flushing’s volume of home loans was too low to evaluate. Although this is not captured

in its scores, Flushing makes a higher volume of loans to investor-owned small properties, which are
essentially small landlords in the non-rent-stabilized 1-4 family housing stock. The value of those loans
from a community perspective depends on the quality of the local landlords and affordability of the rental
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units. On the service side, Flushing has a high percentage of branches in LMI tracts and a fairly good set
of checking products. The bank also partners with the City of New York on some programs to increase
access to banking. Sterling ranked higher as well, but its volume declined, especially if one compares
Sterling’s most recent volume to the combined lending the previous year of Sterling and the bank it has
since absorbed, Astoria. New York Community Bank and Signature rank relatively high on core lending
as well, whereas Valley National, Apple, BankUnited, and Dime rank quite low — all below 2.

It is difhcult to rank just four wholesale banks, especially in categories where we do not have data for

all four banks. However, we do have a measure of each bank’s community development activity, with
regard to loans, investments, and grants. We appreciate the intentionality of Deutsche Bank, Goldman
Sachs, and Morgan Stanley, which each stand out in a different area of community development. BNY
Mellon continues to provide data, but much less than its peers. ANHD also believes that BNY Mellon
has the opportunity to do more in New York City, though we appreciate the programs and partnerships
they do have.

Typically, some of the smaller local and regional retail banks do much of their community development
lending through multifamily mortgages. Multifamily lenders such as Dime, Flushing, and Ridgewood
Bank make very few other types of community development loans, and other banks such as Signature
and New York Community Bank seem to get community development credit from other areas of their
core business, with a less intentional approach. ANHD urges these institutions to consider other types of
lending and to ensure that the recipients of multifamily loans are of the highest quality: an essential step
to preserve affordable housing and minimize displacement of lower-income tenants.

As with the ranking in previous years, we hope these metrics provide useful tools to highlight areas
where banks do well and areas they could improve. Our methodology enables us to evaluate banks
individually and compare them to each other while still allowing for the CRA’s flexibility in the specific
loans, investments, and services each bank provides.
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BRANCHES & BANK
PRODUCTS

Using a bank account is associated with and may even lead to increased financial stability. People with
mainstream bank accounts tend to keep more of their earnings, fare better against financial shocks,
and save more for the future. Conversely, lack of a bank account is related directly to poverty. Yet,
traditional banking accounts remain out of reach for many New Yorkers.

LIMITED ACCESS TO BANK BRANCHES

When the CRA was originally drafted in 1977, it was seen as a tool to shift the patterns of the many
banks that had been explicitly refusing to open branches and invest deposits in low-income communities
and neighborhoods of color. Because of this, CRA exams have traditionally focused almost exclusively
on the number of branches in low- and moderate-income communities, with some ancillary discussion
of hours of service and types of products offered. Community groups fought long and hard to get banks
to open branches in underserved neighborhoods. Forty years later, we still struggle to get banks to
open branches in unbanked and underbanked areas, and to keep open branches that do exist in
underserved areas.

The banking world has changed since the 1970s, as banks are closing branches and expanding mobile
and online options instead of opening them in unbanked areas. But what hasn’t changed is that the vast
majority of bank branches in New York City are in Manhattan below 96 Street. In upper Manhattan
and in the outer boroughs,
they are sparser and tend

Forty years later, we still struggle to get to be clustered along

banks to open branches in unbanked and commercial corridors,
derbanked areas, and to keep open branches g cerain low-

unaer ! P op income communities

that do exist in underserved areas. of color with very few
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This pattern is distressing because physical bank branches remain important for many, including small
businesses, low-income populations, immigrants, and the elderly. In fact, 45% of seniors, 38% of low-
income households, and 42% of monolingual Spanish-speaking households use a teller as their
primary method of access to banking. Increasing bank branches has a direct impact on small business
lending and can lead to individual wealth-building through opening savings accounts and establishing
credit history. Their absence opens the door to predatory businesses, such as check cashers and pawn
shops.” Multiple studies, such as the 2014 Banking in Color study, show that low-income people of color

5 Silver, J. & Pradhan, A. (2012, April): “Why Branch Closures are Bad for Communities”, Issue Brief by the National Commu-
nity Reinvestment Coalition:
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still rely upon the presence of bank branches to conduct financial transactions’. Here in New York, a
2018 study of nearly 400 central Brooklyn residents conducted by the Central Brooklyn Reinvestment
coalition, led by Bridge Street Development Corporation, found that 65% of respondents reported using
a neighborhood bank branch, and 60% wanted more branches in the neighborhood.

OTHER BARRIERS TO BANKING

Location matters, but it is not the only factor in people being unbanked. New Yorkers today face
additional barriers to banking due to the costs and identification requirements associated with various

bank products.

In a 2017 FDIC study on access to banking’, the most common reason cited for not having a bank
account was insufficient money to access or maintain an account. Additional, but related reasons have
to do with a lack of trust in banks and high and hidden fees, such as those associated with overdrafts
and monthly maintenance fees. For instance, the 2018 study of central Brooklyn 60% wanted lower
fees, close to two-thirds are paying overdraft fees, a third paid late fees, and a quarter paid fees for going
below a minimum balance. A 2016 Pew report on overdraft practices found that service charges on bank
deposit accounts more than doubled from 1984 to 2015; they were actually declining from the peak in
2009 to 2014, and then inched up again in 2015. They also found that most of the largest banks charge
$35-$37 per overdraft. The customers most impacted by overdrafts earn less than $50,000 a year®. In
2017, banks in the U.S. took in over $11.5 billion in overdraft fees and $6.1 billion in ATM and
maintenance fees.

Immigrant populations face additional barrier to banking. Earlier studies, such as the Northwest Queens
Financial Education Network’s Bridging the Gap, highlight the importance of language access and
cultural competency in effectively serving immigrant communities.” Lack of identification can also pose
another barrier to banking for immigrants and other populations. While all banks will accept a U.S.
passport or a New York State driver’s license, some go further to accept alternate forms of identification
such as foreign passports (ideally without requiring a Visa) or consular ID cards. Very few banks — none
in ANHD’s study — accept New York City’s municipal identification card, “IDNYC,” as a primary form
of identification to open a bank account.

CHARACTERISTICS OF THE UNBANKED

The most recent 2017 FDIC study on access to banking shows that over a quarter of households (26.2%)
in the New York area are unbanked or underbanked."” In the same area, 7.9% are completely unbanked,
well above the 6.2% unbanked nationwide. While these are improvements over the 2015 study, it still
translates to 660,000 households in the NY metro area without access to a bank account.

6 The Alliance for Stabilizing our Communities (ASOC) (2014) “Banking in Color: New Findings on Financial Access for Low- fo
Moderate-Income Communities”

7 FDIC, 2017 FDIC National Survey of Unbanked and Underbanked Households (October 2018), by Gerald Apaam, Susan Bur-
house, Karyen Chu, Keith Ernst, Kathryn Fritzdixon, Ryan Goodstein, Alicia Lloro, Charles Opoku, Yazmin Osaki, Dhruv
Sharma, Jeffrey Weinstein

8 Pew Charitable Trust, Consumers Need Protection From Excessive Overdraft Costs (Dec 2016): hetps://www.pewtrusts.org/-/me-
dia/assets/2016/12/consumers_need_protection_from_excessive_overdraft_costs.pdf

9 Northwest Queens Financial Education Network, Bridging the Gap (Feb 2015): https://cdp.urbanjustice.org/sites/defaule/files/
CDP.WEB.doc_Report_Bridging the_Gap-ES_20150225.pdf

10 EDIC, 2017 FDIC National Survey of Unbanked and Underbanked Households (October 2018), by Gerald Apaam, Susan Bur-
house, Karyen Chu, Keith Ernst, Kathryn Fritzdixon, Ryan Goodstein, Alicia Lloro, Charles Opoku, Yazmin Osaki, Dhruv
Sharma, Jeffrey Weinstein
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The rates of unbanked households are much higher for people of color and low-income

households:
- 14.9% of Black households and 18% of Hispanic households are unbanked

- 29% of households earning less than $15,000 and 21.2% of households earning $15,000-$30,000
are unbanked

- 30% of households without a high school degree are unbanked

22% of all households in the NY metro area used Alternative Financial Services, rather than

a bank, for at least some of their financial needs. That rate nearly doubles for Black and
Hispanic households (40% and 38%, respectively), versus 13% for white households. And in certain
neighborhoods, it’s yet higher: of the respondents with a bank account in a survey of central Brooklyn
residents, a full 85% use non-bank financial services for a variety of purposes. While some progress has
been made in the percentage of unbanked, the data demonstrates that banks are still not meeting the full
banking needs of their customers.

Limited branch access continues to pose a major access barrier because while mobile banking can help
close the gaps for some, most unbanked and underbanked people do not have computers, and over 15%
of underbanked households, half of unbanked households, and 52% of senior citizens do not have a smart
phone. Also, only 50% of underbanked households used online banking or mobile banking at all in the
past year, whereas 75% of all banked and unbanked households used a teller at some point.

The FDIC study also found that people with higher rates of income volatility were more likely to
be unbanked and under-banked than those with a steady income. This held true across the income
spectrum. One study found that 20% of US households experience moderate to significant income
fluctuations month to month, and in N'Y 19.6% of households do.!" The FDIC survey found that the
rate of unbanked doubles
for people whose income

The FDIC study also found that people with varied a lot from month

higher rates of income volatility were more to month versus those
who have steady incomes.

likely to be unbanked and under-banked than The Pew Research Center
those with a steady income. found that year over
year, 34% of households
experienced large changes
in income (losses or gains) and that rose to 38% in low-wage households. Similar to the FDIC study,
they found that whether households experienced a gain or a loss, this volatility led to lower levels of
financial well-being and fewer savings than those with stable incomes. "

* Physical branches matter. Banks must open and maintain branches in underserved areas to make

banking available to all New Yorkers. Banks should open branches in areas that are unbanked or

11 hetps://scorecard.prosperitynow.org/data-by-issue#finance/outcome/income-volatility
12 hetp://www.pewtrusts.org/en/research-and-analysis/issue-briefs/2017/03/how-income-volatility-interacts-with-american-
families-financial-security
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underbanked, and partner with local nonprofits to ensure they successfully reach new customers
through their products and practices.

* Every bank should offer a safe affordable bank account. New and existing customers need
to be able to save and access their money at little to no cost. This is essential to be able to conduct
their day to day transactions safely and effectively. Each bank should offer and promote an account
with low fees and no overdrafts. It should be accessible to everyone by accepting multiple forms of
identification and allowing people with prior banking issues to reenter the banking system.

* Every bank should affirmatively meet the specific banking needs of the lower-income and
immigrant communities it serves. In addition to transactional accounts, New Yorkers rely upon
banks to build credit, save money, send remittances, send money to family and friends, and access
loans. Banks should support this by partnering with the City and community organizations to
increase access to banking. They should also create targeted banking, lending, and credit building
products; market the products afhrmatively; have hours and locations that are convenient to the
community; and provide stathng and services in the languages of the local neighborhood and that
are culturally relevant.

*  While overall, branches increased slightly this past year — by 3 - the number of branches is
still 13 fewer than in 2014. Branches decreased by 51 in moderate-income tracts and increased
by 17 in low-income tracts.

* Banking deserts persist. The distribution remains unequal, with fewer branches in low-
income communities and communities of color.

Among the 20 retail banks in this study, the total number of branches increased by just three branches
(0.3%) from 2016 to 2017. Branches in LMI tracts decreased by 34 branches (7.3%), but the decline
was all in moderate-income tracts; branches in low-income tracts in particular increased by 17 (12%).
Before acquiring Astoria Bank, Sterling closed seven branches in 2016, after its acquisition of Hudson
City in 2015. In 2017, the largest drop in branches overall were at Chase (down 8), Capital One (6),
and Citibank (down 3). Some of the changes in LMI branching were due not to closures, but instead
to changes in census tract designations in 2017 — meaning that the bank branch stayed in place, but the
income used to calculate census tract designations changed it from, say, low to moderate, moderate to
low, or from LMI to middle- or upper-income, and vice-versa. For example, M&T’s 2016 branches
changed from three moderate-income to two low-income branches and one that is no longer LML
Similar situations occurred with other banks. However, some banks did close or open branches in LMI
tracts. Santander, for example, opened five new branches in Manhattan, Brooklyn, and the Bronx. Two
are in low-income tracts and three in moderate-income, one of which was formerly low-income. TD
Bank opened three in LMI tracts, Dime opened two in moderate-income tracts, and Citibank, Bank

of America, and M&T each opened one in LMI tracts. On the flip side, Capital One closed three in
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LMI tracts (one was middle-income in 2016 and moderate-income in 2017), and Chase closed one in a
moderate-income tract in Jackson Heights.

ANHD has long recommended that at least 25% of a bank’s branches be in low- and moderate-income
tracts, and in particular, 10% in low-income tracts. We are happy to report that the average percentage
of branches in low-income tracts rose from 9.5% in 2016 to 10% in 2017. However, while 15 banks met
ANHD’s recommended 25% threshold in LMI tracts, the average percentage declined from 33% to 29%.

In 2017, 16 of the 21 retail banks met our first benchmark for branching in low- and moderate-income
communities, up from 15 in 2015; 10 met the second benchmark for low-income communities (up from
nine in 2016). Among the larger banks, now Chase, HSBC, Citibank, Bank of America, and M&T
meet the low-income benchmark: 14% at Chase and 15% at HSBC. Citibank has 12% of their branches
located in low-income tracts, with Bank of America and M&T at 11%.

Ensuring that lower-income tracts have an adequate number of branches is a helpful first step
for uncovering banking access issues, but different neighborhood-level access points to banking
are also indicators of inequity. Branches are not distributed equitably, with the majority concentrated
in mid- and lower Manhattan below 96® Street and much fewer in upper Manhattan and the outer
boroughs. The Bronx and Brooklyn have nearly 50% of the City’s population, yet only 30% of the
branches, and especially with so many branches concentrated in a few commercial corridors, many
neighborhoods have no branches at all.
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For instance, ANHD members have identified corridors that need new bank branches. These are just
two locations that very much need branches, but opportunities exist citywide. We encourage banks
to consult with local organizations to identify areas to open new branches, and the types of products
needed at these branches.

* More banks are offering affordable checking accounts, but banks still earn billions in
consumer fees and more needs to be done to increase access to low-cost banking,

The most basic checking products continue to vary among banks in regards to amount needed to
open an account, monthly maintenance fees, and additional fees associated with the account. New
York State law requires all state-chartered banks to offer a “Basic Banking Account,” which is a limited
checking account with low monthly fees, no minimum balance, and the ability to do at least eight
transactions (write checks, withdraw money) for free, each month.”> While this is a helpful product, it

13 hetps://www.dfs.ny.gov/consumer/brbba.htm
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is not fully sufhicient, as it allows banks to charge overdrafts and charge for transactions once the free
transactions have been maxed out. Signature Bank, for example, charges $1.50 per transaction after
eight free transactions (though Signature does not charge fees for using another bank’s ATM). Apple
charges $1 per additional transaction. Starting in mid-2017, Popular Community Bank discontinued
its no-fee account, and offers instead a Basic account that charges $1 per transaction after the eight free
transactions. Popular’s standard account now requires direct deposit or a high minimum balance, which
could be costly for many who don’t meet those criteria. Many of the other state-chartered banks still
offer accounts with no monthly maintenance fees, including Dime and Flushing, as well as Ridgewood
and New York Community Bank with e-statements. Three national banks — HSBC, Santander, and
Valley National Bank — also provide similar lifeline accounts for $3 per month. For a long time, the
options at the largest banks have been limited, with few options for working-class adults, especially those
without direct deposit.

Chase operates 31% of all full-service bank branches in the Bronx, and over 20% in Brooklyn, Queens,
and Manhattan. Their most basic checking account still costs $12 per month, which can only be waived
[ E A NN NN ENNENNBENENNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNENNNNNNENNN ) With direCt depOSit Ora

. . . daily average balance of
Given the multitude of very small businesses, $1,5y00. C}%ase’s prepaid

self-employed people, and workers paid in cash, card costs less, and
an account that depends upon direct deposit or ©operates very much like

. . . he checkl hecki
a large minimum balance to avoid monthly fees Zciocustcs aisssoinzcotfegr

is out of reach for many. banks; however, it is still
$60 per year, and if that
customer transitions to a
full checking account and cannot meet the minimum balance requirements or access direct deposit, the
customer will be pay $12 per month — a fee significant for anyone, and especially low- and moderate-
income customers.'*

Basic checking accounts at many other major banks are similarly expensive. Of the largest national
banks, Santander is the only bank that has no monthly fee if the account is active (one deposit,
withdrawal, or transfer or payment each month). Capital One and TD Bank had the lowest minimum
balance requirements to waive the fee on their full checking accounts offered in branches ($350 and
$100, respectively) versus $1,500 at the Big Four banks. Capital One’s 360 checking account has no
minimum balance or monthly fee. Starting in 2018, Capital One offered this account in the branches,
rather than all online as was formerly the case, and our score moving forward will reflect that. Bank of
America’s Core Checking account costs $12 per month fee unless the customer has $1,500 minimum
daily balance or direct deposit. Most of these are daily minimum balances, and not monthly, so customers
could easily be caught unaware.

Given the multitude of very small businesses, self-employed people, and workers paid in cash, an
account that depends upon direct deposit or a large minimum balance to avoid monthly fees is out
of reach for many. This is even more important in today’s “gig economy,” where more people are working
in informal jobs. Likewise, people who lose their jobs may find themselves suddenly with lower account
balances and without direct deposit, ultimately facing fees at a time when they can least afford them.

The Federal Financial Institutions Examination Council (FFIEC) quarterly “call reports” now disclose
consumer fees collected by banks overall, as well as a breakdown of maintenance fees, ATM fees, and

14 Wilk,j. “Chase Liquid” presentation, FDIC Advisory Committee on Economic Inclusion (ComE—IN) Meeting, May 13,
2013, hetps://www.fdic.gov/about/comein/2013/2013-05-16_presentation_wilk.pdf
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overdrafts. Looking first at service fees, Bank of America, Wells Fargo and Chase once again took
in the highest amounts of maintenance fees, ATM fees, and total service fees. While the largest
banks in the country are expected to top the list, it amounts to billions in service fees. Bank of America
took in $1.4 billion in ATM and maintenance fees alone, accounting for 25% of service fees, and 2.7%
of consumer transactional deposits. Wells Fargo and Chase had the next highest amount in these basic
fees, at $1.02 million (6.3% of consumer transactional deposits) and $876 thousand (1.5% of consumer
transactional deposits), respectfully. TD Bank, Wells Fargo and Citibank had the highest amount of
ATM + maintenance fees as a percentage of consumer transactional deposits (in 2016, Chase was in that
top three and not Citibank). TD Bank’s ATM and maintenance fees were well over Citibank’s, and
just after the other “big four” banks, accounting for the highest percentage of consumer transactional
deposits (11%). However, we note a big jump in maintenance fees at Citibank, more than double than
in 2016. Santander, on the other hand, took in one of the lower amounts of ATM and maintenance fees
among the largest banks, and among the lowest percentage of consumer deposits among all banks.

Among the smaller banks, Valley National, Apple and Popular Community had the highest in ATM and
maintenance fees; Popular Community, Ridgewood and BankUnited fees were once again the highest as a
percentage of consumer transactional deposits. Of those, BankUnited’s collections stood out the most, by
far at 5.8%. Their service fees overall were up slightly, but we note their ATM and maintenance fees were
relatively flat, down 0.2%. Ridgewood’s total service fees jumped again, up 12% after 57% from 2015-16.
Its maintenance and ATM fees increased 34%; the bank discontinued its policy of waiving some ATM fees,
which may have contributed to this increase, but as we said last year, the bank joined the Allpoint network,
which should, in theory, lower ATM fees.'> The Allpoint network is a large network of ATMs that
provides customers of member banks free access to these ATMs to withdraw money and check balances.

15 State of Bank Reinvestment in NYC 2017: page 30

31



THE STATE OF BANK REINVESTMENT IN NEW YORK CITY: 2018 | ANHD

Overdraft fees continue to emerge as a major source of revenue for banks, and one that is known
to be collected disproportionately from lower-income customers and those who experience high
income volatility and insecurity.'® Overdraft fees cost, on average, about $35 per incident, with some
banks charging additional fees for accounts overdrawn for extended periods. M& T Bank charges the
most at $38.50, with others typically at $34 or $35. All of the larger banks in our study are now clearly
disclosing their fees and practices, but that is not the case at the smaller banks. Federal regulations require
banks to decline overdrafts on ATM and Point of Sale (POS) debit card transactions unless the customer
opts in, but that has done little to curb fees. Still, there are best practices banks can and should adopt
for all products, which can limit the incidents of overdrafts. For instance, M&T, Capital One, Chase,
Santander, TD Bank and Wells Fargo do not charge for overdrafts below $5, and HSBC does not charge
for overdrafts below $10. Some of the smaller banks also follow this practice. But too few banks of all
sizes have adopted the Pew Charitable Trust’s best practices: 1) No overdrafts on ATM withdrawals,
2) No overdrafts on debit card transactions, and 3) No reordering of transactions from highest to
lowest. Among the national banks, only Citibank and HSBC have adopted all three best practices on their
checking accounts.'” Most large banks in our study have adopted at least one and meet at least three of the
four of Pew’s good practices: 1) Limited reordering of transactions, 2) No extended overdrafi fee, 3) Threshold
set before an overdraft fee occurs, and 4) A limited number of overdraft fees per day. Signature Bank adopted

just two. In 2016, TD Bank took the positive step to stop reordering transactions high to low, but their
overdraft revenue still increased in 2017. In 2017, Bank of America stopped charging an extended overdraft
fee. Most banks offer some other type of overdraft protection, typically linked to a savings account or a
line of credit. These depend on having funds in another account or credit approval, and still charge a fee to
use, albeit lower than a basic overdraft fee. These tend to be closer to $10 to $15 a day, which can also be
costly. Capital One’s online 360 account does not charge for transfers. So far, few of the smaller banks have
adopted the best practice of not charging for overdrafts on ATM or debit cards.

As Table 10 shows, the largest banks continue to take in tens and hundreds of millions of dollars
from overdrafts, and this is often a reflection of their individual policies. For example, Citibank and

16 hetps://www.pewtrusts.org/en/research-and-analysis/issue-briefs/2017/12/overdraft-does-not-meet-the-needs-of-most-
consumers

17 Pew Charitable Trusts (Dec 2016), “Consumers Need Protection From Excessive Overdraft Costs” (Note: TD’s new practice is not
reflected in this study, but the new policy is in their disclosures).
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HSBC do not allow overdrafts on ATM and debit cards, and they reported among the lowest overdraft
incomes overall, and the smallest percentages of service fees derived from overdrafts. With this said,

the overdraft fees collected at the larger banks are higher overall than the smaller banks and even at
Citibank, the total amount is still rather high at $114 million, reaching 3.2% of consumer transactional
deposits, so there is more work to be done there as well. Chase, Bank of America, and Wells Fargo,

as Well as TD Bank and 0000000 0000000000000 000000000000000000000000000000000000000O0F0OF0

iiﬁ?ﬁii e The largest banks continue to take in tens and

income from overdraft hundreds of millions of dollars from overdrafts.

fees, but Chase’s represent
a smaller percentage of
consumer transactional deposits (3.1%). TD Bank took in the highest amount of overdraft per consumer
transactional deposits (18%), followed by Wells Fargo (11%) and Capital One (6.5%). Chase actually
decreased its overdraft fees slightly, down 3.2% from 2016, where Santander and TD Bank increased
fees, by 5.5% and 12% respectively. We had hoped that TD Bank’s new reordering policy would lead to
lower overdraft fees in 2017, but that hasn’t happened yet. The percentage of service fees from overdrafts
was highest at Capital One (49%); their total service fees were lower (6™ highest), but still amounted to
over $344 million in service fees and $167 million in overdraft fees in 2017.

While Ridgewood Savings Bank is to be commended for not charging monthly maintenance fees,

it continues to stand out on the other extreme as collecting the highest percentage of service charges
from overdraft fees: 52%, and one of the highest compared to consumer deposits (3.2% of consumer
transactional deposits). Though their overdraft fees decreased 2.3% year to year, that came after an
8% increase the year before. Flushing Bank also collected a significant share of its service charges from
overdrafts - 43% - but its total service charges are the lowest among all banks, with Dime close second
this year ($1.1 million each).

In recent years, we are seeing a new trend of “checkless” checking accounts at some of the larger banks:
accounts with online bill pay, but no paper checks. These accounts have no overdrafts at all, similar to what
some online banks offer, but provide full access to the bank branches, ATMS, and customer support.

BankOn is also emerging as a standard for affordable banking options. An advisory council of advocates,
banks and governments developed a set of standards for a BankOn-certified account, which includes no
overdraft, low minimum balances, acceptance of alternative forms of identification.

All four of the Big Four banks now offer a BankOn-certified account, but some are debit card accounts,
not full checking accounts.

* Bank of America SafeBalance checkless checking account costs $4.95 per month, which cannot
be waived.

* Citibank Access Account checkless checking account costs $10 per month, which can be waived
through (1) direct deposit, (2) paying one bill online or by phone per month, or (3) maintaining
a $1,500 minimum balance.

*  Chase Liquid prepaid debit card costs $4.95 per month, which cannot be waived. While not a
bank account, the card operates the same in that it offers online bill pay and transfers to other
Chase accounts.

*  Wells Fargo Easy Pay Debit card costs $5 per month, which cannot be waived. This is not a
checking account. Unlike a bank account or some prepaid cards, it doesn’t allow full online bill
pay functionality to send a check if the company doesn’t accept a debit card number.
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ANHD is pleased to report that as of 2018, Capital One has allowed customers to open its lower-fee
“360 account” in the branches, rather than only online. We had been calling on the bank for years to
make this option available in-branch. The account has no monthly fee and offers free transfers from a
savings account when the checking account has an insufhicient balance, whereas most charge $10-$15 to
make such a transfer. Capital One also offers an overdraft line of credit, which is more affordable than a
standard overdraft. But, people who do not qualify for the line of credit, or do not have enough to cover
the transfer, can still opt into standard overdrafts on ATM and debit cards at $35 each (with a full day
“grace period” to pay back the overdraft before a fee is charged). Santander’s Simple account is a step in
the right direction, as well, with no monthly fee with just one transaction and no minimum balance, but
they also still allow customers to opt into overdraft on ATM and debit cards.

Valley National Bank developed a new “alternative checking” product in 2016 that does not allow
overdrafts on ATM or debit cards. It also has a low monthly fee of $5 that can be waived in multiple ways.

* Fewer banks are offering targeted products or partnering with the City to increase access to

banking.

Government, banks, and community organizations have worked together effectively on a variety of
strategies to reach the unbanked and underbanked. For example, Apple Bank and Popular Community
Bank offer loans to help people build and repair credit. New York Community Bank offers a secured
credit card, and Bank of America, Capital One, Citibank, Flushing Bank, TD Bank, and Wells Fargo
continue to offer secured credit cards as another means to build and repair credit. But there are still too
few strategies designed to meet the needs of the un- and underbanked, and in some cases, banks have
begun to limit available options rather than expanding them. For example, Santander discontinued its
credit-builder loan, which was already inaccessible at $1,000 minimum. Capital One and NYCB’s
cards have no annual fee. Astoria’s secured credit card used to have one of the lowest annual fees, at
$19 per year, but post-merger, customers must use Sterling’s, which costs more at $35 per year. Bank
of America’s card is the most expensive, at $39 per year. Popular Community Bank discontinued their
secured credit card in 2016. Chase has not offered a secured credit card or any other credit-building
product for many years.

Several banks, including Citibank, M&T Bank, Apple, Ridgewood, and Flushing, have partnered with
the City and nonprofit organizations to make banking available to more New Yorkers, especially those
for whom traditional bank hours are inaccessible. Most banks have some Saturday hours; TD Bank
stands out as the only bank that is uniformly open on Sundays, with some branches that stay open
daily until 7pm. In addition, some other banks open on Sunday in individual neighborhoods, which
demonstrates a level of responsiveness to local needs.

Government partnerships have also helped to increase branch access. New York State’s Banking
Development District (BDD) program uses subsidized deposits to encourage banks to open branches
and contribute to economic development in underserved neighborhoods. ANHD appreciates the work
the New York State Department of Financial Services (DFS) has done to make the application more
robust, and hope that leads to more lending and services to benefit the neighborhoods where Banking
Development District branches are located. New York Community Bank had been one of the few
banks to open a new Banking Development District in recent years. We are pleased to see that in 2017,
Ridgewood was approved to open a new BDD branch in Clinton Hill, Brooklyn. While not studied
in this report, we note that Spring Bank, too was approved to operate an existing branch in the Bronx
as part of the BDD program in 2017. Spring Brank is mission-driven to serve underserved populations,
and we are pleased to see this branch open as part of the BDD program. Popular Community also
opened a new BDD branch in the Bronx in 2018.
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The City of New York has created models for increasing access to banking, which ANHD urges

other cities and employers to follow. For example, by making direct deposit available to employees
and, through New York City’s Ofhice of Financial Empowerment (OFE), connecting them to bank
accounts.'® Through this program, at eight participating banks and credit unions (just two in this
study: Flushing and Sterling), participants have access to a safe, free checking account with no monthly
fees; no overdraft option for debit card purchases or ATM withdrawals; no or low minimum balance
requirements; free online banking and bill pay, and free in-network ATM withdrawals.

Also offered through OFE is SafeStart “starter account™ a savings account with no monthly fees, and,
because it is not a checking account, no overdrafts. The account is also coupled with free financial
counseling, allowing people a meaningful way to enter or reenter the banking mainstream in order to
begin saving and accessing other products, such as transactional checking accounts. This product is open
to anyone and, among banks in this study, it is offered at M& T Bank, Popular Community Bank, and
Ridgewood Savings Bank. Capital One no longer participates, but reports that its 360 savings account

is similar. Citibank is a major funder of the New York City Financial Empowerment Centers. Some

of the smaller banks, such as Ridgewood, Apple Bank, and New York Community Bank, partner with
community organizations to support lower-income people file taxes. Apple has been commended for
helping people open bank accounts on-site at tax preparation sites in the Bronx.
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IDNYC only as secondary identification, and none  [n 2015, New York City
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individuals, youth,
elders, undocumented immigrants, and formerly incarcerated people, access to a government-issued
form of identification.”” One of the main objectives of IDNYC was to bolster access to banking
for immigrant community members. But many banks in this study accept the IDNYC only as
secondary identification, and none accept it as primary identification. Chase still does not accept
it, even as secondary identification. Popular Community Bank and BankUnited both accepted it as
primary identification in 2015 but discontinued the practice in 2016, now only accepting it as secondary
identification. Carver, formerly in this study, still accepts it as primary identification, as does Spring
Bank. Other banks and credit unions accept the IDNYC, each with various requirements to use it, but
none have the large branch networks or customer bases as the banks in this study do.** IDNYC is a
recognized form of government identification, which all banks should accept as a primary form
of identification so that more community members can gain access to banking, That said, most of
the larger banks and some smaller ones accept alternate forms of identification, such as foreign passports
and consular cards.

The banks mentioned here should be recognized for their individual work, and for their work with the
City and other partners, to increase access to banking. However, basic banking should not be a niche
product. Every New Yorker, especially immigrants and lower-income residents, should have ready
access to banks and affordable products to safely save money and conduct their day-to-day transactions.

18 hetps://www1.nyc.gov/site/dca/consumers/checking-employees.page
19 hetps://www1.nyc.gov/site/idnyc/about/about.page
20 heeps://www1.nyc.gov/site/idnyc/benefics/banks-and-credic-unions.page
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These products should be widely available and marketed broadly. It is not enough to merely offer a
product; banks must market it and demonstrate its effectiveness to make banking and financial
services accessible to everyone equitably.

In the following section, we attempt to quantify some of the quality aspects of banking at the banks in
this study. We recognize that this analysis does not provide data relevant to every recommendation, but
it does give a sense of which banks are serving more New Yorkers through branch banking products
with regards to overdraft policies, monthly fees, and efforts to reach unbanked and underbanked

New Yorkers. These access to banking score is based on local needs as well as the Pew Overdraft
recommendations and the BankOn National Standards?'.

Access to Banking Score (referred in Table 11):
* Disclosure box (1 point)

* 6 Key Overdraft Practices (1 point each): Cannot opt in to ATM overdrafts; cannot opt in to POS
debit card overdrafts; no reordering transactions (highest to lowest increases the overdraft fees); limits
on overdrafts per day and fees (# of penalties charged per day); threshold before overdraft charged;

and no extended overdraft fee

*  Qualities of a Safe Account (1 point each): unlimited transactions; minimum opening deposit $25
or less; monthly maintenance fee $5 or less if not waivable OR $10 or less if at least two options to
waive fee with a single transaction (e.g. direct deposit with no minimum deposit, online bill pay or
debit card purchase); not structurally possible to incur overdraft or non-sufhcient fund fee; and no
dormancy or inactivity Fees

» Secured Credit Card / Credit building / LMI products (1 point)
* IDNYC (1 point): Primary ID; % point secondary ID

* Partner (1 point each): Partner with community; partner with City

Table 11: ACCESS TO BANKING

fee/ Ways to Waive Subset of Overdraft Safe, Low-cost Products/ 2017
Bank mo Fees, if possible Practices on full Account Partnership/ score
checking account 2014 IDNYC
Direct Deposit 4 of 7: Disclosure box;
($500+ / mo) OR no OD ATM; limit # OD’s
$12 $1500 min OR per day; threshold $5 IDNYC 2017:
linked accts $5000 before OD No
OR pay $25 in fees
(can’t use
Chase Chase Liquid pre- No overdraft charges: 5 of 5: Unlimit- to open; 9
paid debit card. allows online bill pay ed transactions; secondary
Can't waive fee like “checkless” check- Min to open for
$4.95 ing accounts <$25; fee < $5; transactions

no dormancy after that)
fee; no over-
draft

21 htep://www.joinbankon.org/wp-content/uploads/Bank-On-National-Account-Standards-2015-2016-Final.pdf
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Safe Balance Ac- No Overdraft charges. 5 of 5: Unlimit- | Secured
count. Can’t waive ed transactions; | credit card
fee Min to open
<$25; fee <S5;
$4.95 no overdraft/
NSF fee; no IDNYC 2017:
Bank of dormancy fee | Secondary 105
America
Direct Deposit 4 of 7: Disclosure box;
(min one for $250) | no OD POS Debit; no
$12 Or min balance extended overdraft fee;
$1,500 limit # OD’s per day
Access Account. No Overdraft charges 5 of 5: Unlimit- | Partner with
Direct Deposit ed transactions; | City and
OR 1 bill pay per Min to open Community
month OR $1500 <$25; fee $10 groups
min balance waived with
$10 single transac- | Secured
tion; no over- credit card
draft/ NSF fee;
no dormancy
Citibank fee 135
IDNYC 2017:
Secondary
Basic Checking: 6 of 7: Disclosure box;
Direct Deposit no OD POS; no OD on
AND 1 bill pay/ ATM; No Reordering
$10 mo OR $1500 min [ high-to-low; Limit # OD
balance per day; no extended
OD fee
Direct Deposit (to- |5 of 7: Disclosure box; 3 of 5: Unlim- secured
tal $500+) Or $1500 | No Reordering high-to- | ited transac- credit card
$7/$10 | min. Online bank- | low; Limit #0D per day; | tions; Min to
ing & bill pay is $3/ | Threshold $5 before OD | open <$25; no
mo (can’t waive) charge; No extended dormancy fee
overdraft fee IDNYC 2017:
10 DC purchase Secondary
OR Direct Deposit
$10/ | ($750+) OR $2000
$1_5 min. Waive $5 svgs
with acct fee: certain X-
svgs fers to savings OR
Wells $300 min 85
Fargo
Debit Card No overdraft charges 5 of 5: Unlimit-
(BankOn product). ed transactions;
(Note: this is a Min to open
prepaid card, not <$25; fee < $5;
a bank account no dormancy
$5 and has no online fee; no over-

bill-pay. Because
it doesn’t operate
like a full bank
account, it is not
counted in score)

draft
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<$25; fee < $5;
no dormancy
fee; no over-
draft

8 free checks / 6 of 7: no OD POS; no 3 of 5: Min to IDNYC 2017:
withdrawals, $0.35 | OD on ATM; No Reorder- | open <$25; fee | Secondary
$3 per withdrawal ing high-to-low; Limit <$5; no dor-
after #OD per day; Threshold | mancy fee
$5 before OD; No ex-
HSBC direct deposit or tended overdraft fee 3 of 5: Unlim- 105
$1,500 min bal- ited transac-
$15 ance tions; Min to
opeh £$25; no
dormancy fee
$300 min balance, | 4 of 7: Disclosure Box; 2 of 5: Unlimit- | Partner with
or direct deposit Limit #OD per day; ed transactions; | City and
$8.95 of $250 or more Threshold $5 before OD; | ho dormancy Community
No extended overdraft fee groups
fee; grace period of one
. 360 Checking day to pay back over- (not a branch Secured
Capital (starting 2018 can | draft. product in credit card 9.5
One open in branches) 2017, not used
in score; branch
$0.00 | on AllPoint ATM product in
network 360 also has an Over- 2018) IDNYC 2017:
draft line of credit: low Secondary
interest on OD.
TD Simple: can’t 3 of 7: Disclosure Box; 3 of 5: Unlim- Partner with
$5.99 [ waive Threshold $5 before OD | ited transac- City
charge; no reordering tions; Min to Secured
TD Convenience: high to low 32?:1:\?;32/5?920 credit card
7D Bank $100 min IbNve 2017: | °°
$15 Secondary
Can’t waive, but 2 of 7: No Reordering 4 of 5: Unlimit- | Partner with
no min balance high-to-low; Threshold ed transactions; | city and
$3 $5 before OD charge Min to open Community
<$25; fee < $5; groups
no dormancy
fee
One deposit or 4 of 5: Unlimit- | IDNYC 2017:
one withdrawal ed transactions; | No
each month Min to open
$6'9,5 <$25; fee <$10
($0 in - waived with
M&T Bank 2018) one transac- 10
tion; no dor-
mancy fee
MyWay (new in No Overdraft (not used in
2019). Waive with 2017 score) 5
onhe deposit/with- of 5: Unlimited
drawal/ bill pay transactions;
$4.95 |each month Min to open
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No min balance 3 of 7: Disclosure Box; 2 of 5: Min to IDNYC 2017:
No Reordering high- open <$25; fee | Secondary
$3 to-low; Threshold $5 < $5;
before OD charge; Limit
# OD per day
Santand- $750 ave. daily 3 of 5: Unlimit-
or balance for the ed transactions; 6.5
month, or direct Min to open
$10 deposit of $500+ <$25; $10/mo
-> can get free can be waived
svgs acct with one trans-
action
8 free checks / 4 of 7: disclosure, no Min to open IDNYC 2017:
withdrawals, $0.50 | reordering high-to-low; |<$25; fee <$5/ Secondary
$3 per withdrawal Limit #OD per day; mo;
after Threshold $10 before
OD charge
daily balance $99
$15 per month
Valley Alternative check- | No OD POS; no OD on 3.50of 5:
National ing: direct de- ATM; No Reordering Unlimited
Bank posit of $250; or 3 | high-to-low; Limit # OD | transactions;
VBankWorks® pay- | per day; Threshold $5 Min to open
ments or 10 debit | before OD; <$25; fee $5
transactions can be waived;
$5 No overdraft / 73
reduced cost
NSF;
free up to 8 deb- 3 of 7: No Reordering 3 of 5: Min to Partner with
its, then $1/debit | high-to-low; Limit # OD | open <$25; fee | City and
$3.00 | after that per day; Threshold $5 < $5; no dor- Community
before OD charge mancy fee groups
credit-build-
Everyday Check- 3 of 5: Unlim- ing loans
Popular ing: ited transac-
commu- tions; Min to 105
nity Bank $10 waived with opeh <$25; no
$10+ | $1000 monthly dormancy fee | IDNYC 2017:
$2 balance or DD secondary
$750
$2 waived with
e-statements
free up to 8 debits, | 2 of 7: No Reordering 3 of 5: Min to
then $1.50/debit high-to-low; No extend- | open <$25; fee
$3 after that ed overdraft fee < §5; no dor- IDNYC 2017:
no fee for non- mancy fee Secondary
Signature Signature ATMs o5
Bank $4,000 min OR 3 of 5: Unlim-
$15K linked accts ited transac-
$20 no fee for non- tions; Min to

Signature ATMs

open <$25; no
dormancy fee
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sign up for e-state- | 5 of 7: no OD on ATM 4 of 5: Unlim- Secured
ments (always free | or POS; Limit # OD ited transac- credit card
for students) per day; Threshold $10 | tions; Min to
New York before OD; no extended | open s_$25; low/ P:':\rtner with
Commu- | $2 overdraft fee . no maint. Fee city and ) 115
nity Bank [Only OD by transferring | ($2 w/ paper Community ’
from another account. statement; $O groups
$15/day, not per OD] otherwise); no
dormancy fee |IDNYC 2017:
Secondary
no min. balance 4 of 7: No Reordering 3 of 5: Min to Partner with
($10 to open) high-to-low; Limit # OD | open <$25 ($10); | community
$3.00 per day; Threshold $5 fee < $5; no dor- | groups
before OD charge; no mancy fee
Apple extended OD fee
Bank no min. balance 3 of 5: Unlimit- | Credit build- 105
($100 to open) ed transactions; | ing loans
$0.00 no monthly fee;
no dormancy IDNYC 2017:
fee Secondary
Direct Deposit OR |2 of 7: - No Reordering | & of 5: Unlimit- | Partner with
sign up for on- high-to-low; no extend- | ed transactions; | city and
Ridge- line banking OR ed OD fee Min to open community
wood maintain $2,500 <$25; low/no groups
Savings $3 balance maint. Fee (SO 7.5
Bank or $3 w/ paper |IDNYC 2017:
statement); no | Secondary
dormancy fee
e-checking. 15 3 of 7: No Reordering 2 of 5: Min to Secured
free transactions; | high-to-low; no extend- | open <$25; credit card
$0.50 per transac- | ed OD fee; limit OD per | no dormancy
tion after day fee ($10 fee
Sterling | $10 waived with e- 7.5
statements, but | IDNYC 2017:
$10 for paper | Secondary
statements is
too high)
3 of 7: No Reordering 4 of 5: Unlim- IDNYC 2017:
high-to-low; Threshold ited transac- Secondary
. $10 before OD; no ex- tions; Min to
Dime $0.00 tended OD fee open <$25; no 7.5
maint. fee; no
dormancy fee
2 of 7: No extended 4 of 5: Unlim- Partner with
overdraft fee; no reor- ited transac- City: Secured
Flushin dering transactions tions; Min to credit card
Bank 9 |s000 open <$25; no 105
maint. fee; no IDNYC 2017:
dormancy fee | Secondary
Value Checking 5 of 7: no OD POS; no 4 of 5: Unlim- IDNYC 2017:
OD on ATM; No Reor- ited transac- Secondary
BankUnit- $0.00 dering high-to-low; tions; Min to 85
ed : Threshold $5 before OD | open <$25; no :
charge; no extended OD | maint. fee; no
fee dormancy fee
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As in all sections, we encourage that banks and bank regulators follow the core principles discussed
eatlier, as well as integrate the following recommendations into their CRA related practices:

* Banks should open and maintain branches in under-served areas

o 25% of a bank’s branches should be in low- and moderate-income tracts, and 10% in
low-income tracts in particular.

o Banks should open branches in areas that are unbanked or underbanked, especially areas
identified by local organizations. Banks should partner with local nonprofits to ensure
they reach new customers successfully through their products and practices

* Every bank should offer safe affordable bank accounts
o Offer one account with the following qualities:
* Minimum Opening Deposit $25 or less

*  Unlimited Transactions and monthly Maintenance Fee $5 or less if not waivable
OR $10 or less if at least two options to waive fee with a single transaction (e.g.
direct deposit with no minimum deposit, online bill pay, or debit card purchase)

*  Not structurally possible to incur overdraft or non-sufhcient fund fee
= No dormancy or inactivity fees
o Accept alternate forms of identification in addition to a social security card to open an
account. All banks should accept the IDNYC as primary identification.
o Allow people with prior banking issues a way to reenter the banking mainstream.

o For all checking accounts, have clear disclosures and follow best practices on
overdraft policies (i.e. no overdrafts on ATM and debit cards and no reordering of
transactions from high to low).

o Itis not enough to simply offer new products — they must be advertised and promoted
widely, available everywhere, and understood and marketed by all branch staff so that
any customer will have it readily available to them. Banks should demonstrate their
effectiveness and modify products that are not reaching underserved populations.

* Offer branch products and implement practices to serve lower-income and immigrant
communities.

o Partner with the City and nonprofits that provide high-quality financial counseling and
education related to all aspects of banking and access to credit.

o Provide services to non-native English speakers with staff, materials, and products that
reflect the local languages and cultures.

o Offer variable hours — in person and by phone — to accommodate people who cannot get
to a bank during the business day.

o Offer affordable products that meet the needs of lower-income communities: small dollar
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loans to help build or repair credit, remittances, and access to credit for homes and small
businesses.

* Regulators should evaluate the impact of the branch locations: existing, closed and opened.
They should also evaluate the products offered closely, as well as their impact on access to
banking and credit for historically redlined people and communities.
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MULTIFAMILY LENDING

THE SIGNIFICANCE OF RENT-STABILIZED HOUSING IN NYC

New York City is a city of renters, with nearly two-thirds of residents identifying as such.
Unfortunately, many renters struggle to pay their rent in this high-cost city. While median income rose
faster than rents from 2015 to 2016, the trend over the longer term is in the opposite direction, with
rents rising faster than incomes. Tenants must also contend with the other costs of living that continue
to rise, such as utilities, childcare, and food. Forty-four percent of New Yorkers are rent-burdened,
paying more than 30% of their income on rent, and half of those are severely rent burdened,
paying more than half their income on rent. A shocking 91% of those severely rent-burdened
households are low-income?. There are not enough available apartments affordable to these
populations, with “affordable” defined as 30% or less of a family’s income.

Within the context of New York City’s ever-more-expensive housing market, rent-stabilized
housing meets a critical need. Nearly half of renters live in rent-stabilized multifamily apartment
buildings. This stock of housing remains one of the most important sources of private, more affordable
housing in New York City. Fewer than 12% of all rental units operate under some sort of affordable
housing program, whereas 44% of all rental units are rent-stabilized.?

0000000000000 00006000000000000000000000000000OCOCOCOROIOROORROIOOORNOIOOTRODYS Rent—StabillzedunltS are

Rent-stabilized tenants are more likely to be typically more affor.défle
Hispanic and less likely to be White or Asian than "4 provide more rights

. and protections for tenants
non-regulated tenants and less likely to have a than market rate units

college degree. Rent-stabilized tenants are also including the right to a
more likely to be low-income and on some form of lease, the right to renew a
public assistance. lease, the right to organize,

and limits on how much
the rent can go up each
year. The median rent-
stabilized rent was $1,375 in 2017, versus $1,830 for market-rate units.>* Rent-stabilized housing is
important overall, and particularly for lower-income residents of color. Rent-stabilized tenants are
more likely to be Hispanic and less likely to be White or Asian than non-regulated tenants and
less likely to have a college degree. Rent-stabilized tenants are also more likely to be low-income
and on some form of public assistance.”

22 https://cbeny.org/research/think-your-rent-high

23 “Selected Initial Findings of the 2017 New York City Housing & Vacancy Survey,” NYC Dep’t oF HOUSING PRESERVATION
& DEveLopMENT (Feb. 9, 2018). https://www1.nyc.gov/assets/hpd/downloads/pdf/about/2017-hvs-initial-findings.pdf

24 (ibid 44)

25 Waickman, C. R., Jerome, J. B. R., Place, R. “Sociodemographics of Rent Stabilized Tenants: An Analysis Based on the 2017
New York City Housing and Vacancy Survey,” NYC Dep’t oF HOUSING PRESERVATION & DEVELOPMENT (2018). HTTPS://
WWW 1.NYC.GOV/ASSETS/HPD/DOWNLOADS/PDF/ABOUT/RENT-REGULATION-MEMO-1.PDF
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Rent-stabilized housing is critical for many of the most vulnerable New Yorkers, but the City is losing
rent-stabilized housing, and affordable housing more broadly, at an alarming pace.

New York City experienced a net loss of approximately 147,500 rent-stabilized units from 1994 to 2017.
In that same time, nearly 155,700 units were deregulated due to vacancy decontrol, which happens when
a tenant moves out and the new legally registered rent reaches $2,700. Further complicating the landscape,
the number of total apartments with rents $800-$899 declined by over 25% from 2011 to 2014, and by
another 20% from 2014 to 2017.% Units renting below $800 declined 13% from 2014 to 2017.

THE IMPORTANCE OF THE INVESTMENT IN MAINTAINING - OR
THREATENING - RENT-STABILIZED HOUSING

The CRA was passed in the late 1970s when the City was suffering the consequences of severe
disinvestment; banks refused to invest in working class neighborhoods and communities of color.

One only need see images of the dilapidated, abandoned buildings of that time to understand why we
cannot afford to go back to those days. Today, however, many communities face the opposite problem:
overinvestment and speculation, rather than disinvestment. Too many of the loans in communities that
once faced divestment and neglect now go to bad actors who are more interested in speculative
profits than in respecting tenants’ rights to remain in their affordable home.

These “predatory equity” investors make loans and investments to developers in low-wealth
communities of color, but they base those loans on highly speculative underwriting that assumes rents
in the building will rise significantly, often by harassing and pushing out lower-income tenants out of
their units and replacing them with higher paying renters. Landlords then use a variety of tactics to
push out lower rent paying tenants, including aggressive buyout offers, “construction as harassment”,
frivolous lawsuits, direct threats and intimidation, and rent increases through building and apartment
renovations that may or may not have been done at the cost presented or may not have been done at all.

The system of preferential rents in New York City also poses a threat to rent-stabilized affordable
housing. Another common tactic to push out tenants is to remove these preferential rents, which are
rents set below the legally registered rents. When these are removed at lease renewal and the rent is set
at the higher registered rent, it essentially allows a landlord to raise the rent higher than the percentage
allowed by the rent guidelines board. A ProPublica analysis revealed that in 2015, over 266,000 units —
nearly 30% of all rent-stabilized units — had preferential rents, up from just 62 units in 2000.”” Removing
preferential rents is more likely to happen now, given the historically low rent increases for tenants who
stay in their units (0% in 2015 and 2016, 1.25% in 2017 and 2018 for one-year leases). Landlords want
the rent to reach $2,700 when the tenant vacates so they can remove it from the rent-regulation system.
While $2,700 may not sound affordable, it is more affordable than market-rate in some neighborhoods.
Also, with these tactics, the rent charged may remain low, while the legally registered rent reaches that
amount faster than it would under normal circumstances.

Once a unit is de-regulated, that unit is forever out of the rent-regulated system, losing
affordability and the tenant protections that come with rent-regulation.

Finally, ANHD is also concerned about the new federal Opportunity Zones program, which provides
tax incentivizes to investors who lend in low-income neighborhoods, and has no requirements related to

26 Ibid 22
27 Podkul, Cezary. “New York Landlords Exploit Loophole to Hike Rents Despite Freeze,” PRoPusLica (Apr. 25, 2017).
https://www.propublica.org/article/new-york-landlords-exploit-loophole-to-hike-rents-despite-freeze
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affordable housing or anti-displacement practices. In the absence of such incentives, investors are likely to
be motivated only by their bottom line, exacerbating displacement pressures on low-rent tenants. Locally,
we have seen this happen with the City of New York’s practice of upzoning low-income communities of
color which has brought in investors but helped to drive speculation and displaced residents.

PROTECTING TENANTS FROM DISPLACEMENT

Over the past decade, tenants have organized successfully to secure the passage of multiple laws designed
to protect tenants from harassment and displacement. In just the past few years, advocates have secured
the following groundbreaking legislation:

- A Right to Counsel for tenants in housing court, which guarantees city-funded legal
assistance to tenants facing eviction

- The Certificate of No Harassment program, which deters harassment by requiring that
landlords with prior records of harassment or buildings in distress prove that harassment has nor
taken place in order to receive a permit to build

- The Stand for Tenant Safety bills, which combat “construction as harassment”: landlords’ use of
dangerous or negligent construction to push tenants out of rent-regulated units

In 2018, the NY State Department of Financial Services also issued responsible multifamily lending
guidance, advising all state-regulated banks about their obligation to protect rent-stabilized tenants in
their multifamily lending.

New York City reports that over 250,000 New Yorkers have received legal assistance in eviction cases
since the Right to Counsel law passed, and the program will expand over time to eventually cover the
entire City.” Meanwhile, tenant organizers are devoting countless hours to educating tenants on the
Certificate of No Harassment law so that tenants on the ground are ready to speak to their experiences
and respond effectively when landlords in the program apply for a permit.

As significant as these wins have been, they cannot do it all; the laws are only effective if tenants know
about the laws and the municipalities enforce them. And as long as landlords continue to have an over-
zealous profit motive predicated on displacement of low-income tenants, they will continue to pressure
these tenants to move out of their units. This is where the banks come in. Banks can, and should
adopt underwriting practices that stop predatory equity before it starts. Equally important to
the volume of lending, if not more so, is that the loans be underwritten responsibly and made to
responsible landlords.

Bank’s multifamily housing lending is the only loan category that is analyzed under two areas of the
CRA. Regulators first look at the volume of loans inside and outside the assessment area, and then
the distribution of loans in low- to moderate-income census tracts. (Because these are commercial
loans, they do not look at the income of the borrower as they do for 1-4 family homes.) Second,
regulators evaluate multifamily loans that banks also submit for community development credit.
These are typically mortgages on buildings, deed-restricted or not, where over 50% of the units are
affordable to lower-income tenants, but they may also get CRA credit if the building is otherwise
determined to contribute to neighborhood stabilization or provide another community service. ANHD
evaluates both categories here but excludes the multifamily community development mortgages from

28 Lewis, Danny. “Free Housing Court Lawyers are Driving Down Eviction Rates, City Says,” WNYC (Feb. 4, 2019). https://
www.wnyc.org/story/free-housing-court-lawyers-are-driving-down-eviction-rates-city-says/


https://www.wnyc.org/story/free-housing-court-lawyers-are-driving-down-eviction-rates-city-says/
https://www.wnyc.org/story/free-housing-court-lawyers-are-driving-down-eviction-rates-city-says/

ANHD | MULTIFAMILY LENDING

the rest of the community development loans in that section of the report. Other loans for affordable
housing (construction loans, lines of credit, etc.) are discussed in more depth in the Community
Development Investments and Loans section.

In this section, we outline recommendations and best practices for multifamily lenders in New York
City, as well as recommendations for regulators when evaluating the CRA record of banks they regulate.
This oversight is essential to maintaining this important stock of affordable housing and preventing
harassment and displacement.

CRA-covered banks must meet credit by lending responsibly on multifamily buildings in
low- and moderate-income neighborhoods.

Healthy lending is the lifeblood of multifamily housing. We have seen the consequences of
disinvestment in lower-income communities and communities of color. Unregulated, non-bank
lenders are on the rise, and they receive much less oversight from state and federal regulators. We
need banks at the table making responsible loans equitably in all communities, including low-
and moderate-income neighborhoods.

Increase the volume of multifamily lending that qualifies as community development
lending under the CRA.

New York City is one of the most expensive and segregated cities in the country, which has
implications beyond just housing. One of the best ways to slow or reverse this effect is to provide
access to affordable housing. This helps lower-income residents stay in their neighborhoods,
especially ones that are gentrifying, and give others the opportunity to move into higher-income
areas. Community development loans in this context include responsible mortgages on private
affordable rent-stabilized buildings, LIHTC projects, Section 8 buildings, and other rent-restricted
affordable housing projects with nonprofit and for-profit developers. As emphasized throughout
this report, we encourage banks to explore all the ways they can partner with and support
nonprofit developers whose housing is more likely to be deeply and permanently affordable.

Banks and regulators should commit to upholding the best practices in multifamily

lending.

Responsible lending requires a three-pronged approach to ensure tenants are protected with
affordable rents and a quality standard of living: (1) responsible underwriting using in-place rents
and realistic maintenance costs; (2) Proper veiting of potential bad actor landlords; and (3) a system in
placc to address issues that arise in buildings banks finance, including a robust tenant-engagement plan.
Bank regulators play a key role in enforcing these practices. Regulators have a responsibility

to ensure bank practices are benefiting everyday New Yorkers, and not fueling displacement.
Through CRA, safety and soundness exams, and the bank examination process, regulators can
promote responsible lending and penalize harmful behavior.

Regulators should hold Non-bank lenders to the same strict standards as bank lenders.

Currently, non-bank lenders are not covered by the CRA or any oversight by federal or state
bank regulators; this is particularly concerning given their increased lending on multifamily
buildings. This may require regulatory and/or legislative change to do so.
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* Multifamily lending declined overall and in low- and moderate-income neighborhoods.
The number of loans overall and in LMI tracts declined by at or over 30% in 2017. Dollars
loaned followed similar trends.

Multifamily lending among banks in this study decreased again in 2017, down 26% in 2017, after a
18% decrease in 2016. This matches industry trends and likely reflects a decline in refinance lending

as interest rates rise. For example, according to an industry study cited in the press, the volume of deals
reached a seven year low in 2017.% Lending in lower-income tracts declined by about a third in volume
and dollar amount.

Among the top lenders in 2016 and 2017, the sharpest declines were at Signature, Chase, Dime and
BankUnited. New York Community Bank increased slightly, but its level of lending is still well below
2013 to 2015 levels. Other lenders not assessed in this study remain active in the multifamily space,
including banks such as Customers Bank, Investors Bank, First Republic Bank, Peapack-Gladstone Bank,
and People’s United Bank, as well as many non-bank lenders, such as Madison Realty Capital. There are

29 Maurer, Mark. “Did the NYC multifamily market almost die in 2017?” THe Rear Dear, Feb. 22, 2018. https://therealdeal.
com/2018/02/22/did-the-nyc-multifamily-market-almost-die-in-2017/
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also a few prolific non-bank lenders that sell loans to Fannie Mae and Freddie Mac. CBRE, Berkadia,
Arbor and Greystone are among the top lenders that sold to the GSE’s in 2018.° While all non-bank
lenders deserve additional scrutiny, non-bank lenders that don’t lend to Fannie or Freddie warrant
additional scrutiny as they don’t even have to follow those institutions’ lending guidelines. And none
of the non-bank lenders have the same supervision structure as banks, such as undergoing CRA exams
or safety and soundness evaluations. This raises concerns about the impact their underwriting practices
could have on tenants and on the stock of affordable housing.

In 2017, New York Community Bank made the highest volumes of loans overall and in lower-income
neighborhoods, followed by Signature Bank and Chase. Dime dropped to 5% highest in volume overall
and 7% highest in volume in LMI tracts, from 4" highest in 2016 in both categories. Sterling dropped to
12 in overall volume — a particularly concerning decline given Sterling’s acquisition of Astoria, which
had a higher volume in prior years.

Among the large volume multifamily lenders that made over 100 loans in 2017, Signature Bank made
the highest percentage of loans in lower-income tracts with 73%, followed by Ridgewood with 68%.
All of the large-volume lenders except Dime had just about at or over 50% of their loans in LMI tracts
(Chase was at 49%), but Dime’s concentration dropped to 33%. Apple, Wells Fargo, and Valley
National, too, were at 33% or below.

30 Lane, Ben. “Fannie Mae Reveals the Top Multifamily Lenders of 2018,” HousINGWIRE, Jan. 25, 2019. hetps://www.housing-
wire.com/articles/48009-fannie-mae-reveals-the-top-multifamily-lenders-of-2018. See also “Freddie Mac Names Top Mul-
tifamily Lenders for 2018,” FReDDIE Mac, Jan. 17, 2019. hetps:/freddiemac.gcs-web.com/news-releases/news-release-details/
freddie-mac-names-top-multifamily-lenders-2018
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* The volume of multifamily lending that qualifies as a community development loan under
the CRA also decreased sharply in 2017; down 30% in volume and 36% in dollars loaned.

Here, we specifically examine multifamily loans for which banks also seek credit as communi
development loans. Typically, these are buildings — deed-restricted or not — where over 50% of the
units are affordable to lower-income tenants; banks may also get CRA credit if the building is otherwise
determined to contribute to neighborhood stabilization or provide another community service. Overall,
the number and dollar amount of community development loans decreased by at or over 30%, with both
well below 2014 levels. The numbers at individual banks reflect the banks that focus more on affordable
rent-stabilized buildings (see table 15). However even among those banks, the number of community
development loans is down. For example, Ridgewood counted almost all of its multifamily loans as
community development loans in 2016, but that dropped to 54% in 2017; New York Community Bank
counted nearly half in 2016 and that dropped to 32% in 2017. Flushing had the highest percentage in
2017, with 81% by volume and 45% by dollar amount of all multifamily loans counting for community
development credit. Emigrant, Capital One, and Signature’s volumes were more consistent year over
year, with about 40%-45% of their loans as community development loans in 2016 and 2017. The
highest volumes of multifamily community development loans were at Signature, NYCB, Flushing, and
Capital One. Chase, on the other hand, has a similar high volume of loans overall, but much fewer that
count for community development credit; 8% (67 buildings) in 2016 and 11% (45 buildings) in 2017.
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Some multifamily community development loans are for deed-restricted and even permanently
affordable housing, and we encourage banks to continue and increase that lending. But most of the
higher-volume banks’ multifamily affordable housing loans are for rent-regulated buildings, and banks
are critical to preserving this stock of housing.

As we've said in prior years, the lower volume and percentage of multifamily community development
loans by Chase likely means that the bank meets its community development lending goals in other
areas. As a result, Chase and perhaps similarly situated banks may not track affordability as closely in their
standard multifamily lending. Chase made nearly 800 loans in 2016 and 445 in 2017; as of December
2018, they had over 50,000 rent-stabilized units in their portfolio. While we certainly value that

they seem to be putting forth more intentional deals for CRA credit, such as loans for deep affordable
housing, we want banks and regulators to track affordability in private housing where rents are more
affordable, regardless of whether or not they get CRA credit for such buildings.

* More institutions are signing onto ANHD’s Responsible Banking best practices and
endorsing responsible lending guidelines to protect tenants.

Responsible lending is critical to preserving the affordable rent-regulated housing in the City. Bad
lending is as destructive as good lending is necessary. Multifamily lenders must understand the rent-
regulation system and how to underwrite these loans appropriately, so that owners of these buildings
are encouraged to preserve affordability, and penalized when they are found to be harassing or evicting
lower-rent paying tenants in order to drive up the rents. Regulators must hold banks accountable for
loans to landlords that engage in such tactics.
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All lenders, especially those with rent-regulated buildings, should commit to best practices

and lend only to landlords who demonstrate a commitment to maintaining buildings in good
condition, in a way that does not lead to displacement or harassment. Some institutions have taken
positive steps:

* Signature Bank, who, in July 2018, signed onto ANHD’s best practices and appointed a tenant
liaison to help tenants resolve issues with their landlords.?!

* The New York State’s Department of Financial Services, who in September 2018: issued
guidelines for all state-chartered banks that closely mirror our best practices.®> The guidelines
send a strong message: banks are accountable to tenants. The new set of guidelines follows and
expands upon similar DFS guidelines in 2015 for loans submitted for CRA credit; the guidelines
now apply to all loans.

* New York Community Bank, who entered into a historic CRA agreement with ANHD
committing publicly to a set of best practices in multifamily lending.?® The bank formally
committed to this in October 2017 as part of its application to merge its commercial and
community banks, but the bank had been operating under those practices for longer. The
agreement with ANHD also includes other CRA commitments beyond multifamily lending.

These new commitments and guidelines are positive trends, but as the findings below show; there is more
work for banks to do to fully implement them and for regulators to enforce new and existing guidelines.

There are more and more tools these days that banks and regulators can consult for information about
potential bad actors, current conditions, and indicators of distress or harassment. The details truly matter
in making these guidelines effective, rather than just words on paper.

SEVERAL BANKS IN THIS STUDY FINANCE BUILDINGS THAT ARE,
OR AT RISK OF, SPECULATION AND HARASSMENT

We analyzed buildings and units in the BIP database that are at risk of displacement, as determined
by being on the Certificate of No Harassment (CONH) pilot list and the speculation watchlist. Our
findings are summarized in table 16.

Among banks in this study that inance buildings on the Certificate of No Harassment list:

- Signature, New York Community Bank, and Chase financed the most CONH buildings: 134,
99, and 26, respectively

- Signature, New York Community Bank, and Sterling financed the most units: 3875, 3578, 1012,
respectively

- Customers and Investors (not in this study) have large volumes of CONH buildings as well;
Customers has 43 buildings / 1273 units and Investors has 34 buildings and 1202 units.

31 “Community l)evelopment,” SIGNATURE BANK, HTTPS://WWW.SIGNATURENY.COM/ABOUT-US/COMMUNITY-DEVELOP-
MENT-0717 (last accessed March 19, 2019).

32 Weisberg, Jaime. “New York State to Lenders: You Are Accountable for Multifamily Displacement Lending,” THE Ass'N
FOR NEIGHBORHOOD & HoUSING DEVELOPMENT (OcT. 10, 2018). HTTPS://ANHD.ORG/BLOG/NEW~-YORK~-STATE-LENDERS-YOU-ARE-
ACCOUNTABLE-MULTIFAMILY-DISPLACEMENT-LENDING

33 https://anhd.org/wp-content/uploads/2017/11/NY CB-CRA-Pledge-2017-19.pdf
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Four banks in this study also financed buildings on the speculation watchlist: Signature financed seven
buildings (222 units); New York Community Bank has 6 buildings (138 units), Chase: 2 (41 units), and
Deutsche Bank: 2 buildings (248 units).

BANKS CONTINUE TO LEND ON PHYSICALLY DISTRESSED BUILDINGS
WITH MANY VIOLATIONS, AND HAZARDOUS CONDITIONS

When a building reaches a high state of distress, such that it appears on one or more list of buildings
tracking distressed assets, it likely needs considerable work to bring the building up to code. Banks
lending without a clear plan for their borrowers to address these issues and protect tenants leaves tenants
vulnerable to poor conditions and/or harassment and displacement.

In the next table, we analyze recently-financed buildings using the December 2018 BIP database. Table
20 shows the lenders with the highest percentages of Buildings with a BIP score over 800, indicating
the building is at-risk of being in physical and/or financial distress. Among the larger banks in our
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study, HSBC, Wells Fargo, and M&T had the highest percentage of buildings; HSBC, Bank of America
and M&T had the highest percentages of units, but they comprise a small volume of buildings at each.
Ridgewood, Popular Community, and Signature had the highest percentage of buildings in distress
among the smaller banks. Signature, New York Community Bank, and Chase have the most buildings
in distress overall (34, 22, 18, respectively). Signature, New York Community Bank, and Capital One
had the most units (1115, 929, and 664, respectively). We recognize these make up a small percentage of
their portfolios, but still impact many people.

In addition to high BIP scores, other trends are worth noting. HSBC’s portfolio has the highest average
violations per unit, followed by Deutsche Bank and Citibank. Among the larger portfolios, Ridgewood,
Emigrant, and Signature average over 1.15 violations per unit. The citywide average of buildings
financed in the past 10 years is 1.1, and that increases to 1.19 for all buildings. Buildings are also likely
to be in physical distress if they have a high ratio of B and C violations issued to units by New York
City’s Department of Housing Preservation and Development (HPD). HPD issues these violations for
hazardous conditions in an apartment, such as lead paint and lack of heat and hot water in the winter.
Among the lenders in this study, Chase, Flushing, and Signature Bank once again have the most
buildings and units with a ratio of at least 4:1 violations to units; 108 buildings at Chase; 97 buildings
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at Signature Bank, and 56 buildings at Flushing. Popular, Ridgewood, and Emigrant also have sizeable
multifamily portfolios, even if lower in volume than Signature, Chase and NYCB, and all had higher
percentages of buildings and units with these ratios: 6% of Popular Community’s buildings and 3% of
units; 5% of Ridgewood’s buildings and 2.8% of units.

The overall low number of buildings and units with high signs of distress are promising,
indicating that the City’s targeted code enforcement efforts, coupled with successful organizing
by community organizations are having an impact. However, BIP is not designed to identify
other harmful practices, such as tenant harassment, overleveraging, and note sales. Lower BIP
scores or violation counts within bank portfolios could also indicate that landlords are succeeding
either in harassing tenants out before the building falls into distress or selling troubled debt

to other lenders or servicers. Few data sources will catch buildings before they go into distress or
buildings in disrepair where tenants have not reported violations to HPD. Given how rapidly building
prices and rents are rising in the City, landlords are using a variety of means to harass lower-rent paying
tenants out of their buildings in order to get higher rents.

The Public Advocate’s Worst Landlord list is another indicator of banks making loans that may have

a destabilizing impact on the community. ANHD’s analysis of the most recent list of buildings released

in December of 2018 indicates Signature has the most multifamily loans of any bank lender once again —
for the third year in a row. The list was published with data from October 2018. As of December 2018,
Signature held the most loans of any bank lender, with 47 buildings (779 units), followed by 18 buildings
(770 units) at NYCB and 15 buildings (289 units) at Chase (9 financed in the past 10 years). Five buildings
on the list owned by Silvershore properties were later sold to Delshah and financed by Signature Bank,
with a troubling plan to raise rents 31%*. We encourage these, and all banks to ensure the landlords are
properly maintaining their buildings, while protecting the rights and affordable rents of tenants.

CRA-covered banks should:

* Meet credit needs that enable healthy multifamily lending in low- and moderate-income
neighborhoods. Healthy lending is the lifeblood of multifamily housing. We have seen the
consequences of disinvestment in lower-income communities and communities of color.
Unregulated, non-bank lenders are on the rise and receive much less oversight from state and federal
regulators. We need banks at the table making responsible loans equitably in all communities,
including low- and moderate-income neighborhoods.

* Increase the volume of multifamily lending that qualifies as a community development loan
under the CRA. Community development loans in this context include responsible mortgages on
affordable rent-regulated buildings, project-based Section 8 buildings, and other affordable housing
projects.

* Commit to best practices in multifamily lending.

o Underwrite to a debt service coverage ratio of 1.2X or above. based on current rents and realistic

maintenance costs. This includes underwriting to any preferential rents in rent-regulated units,
rather than the higher registered rent. Consider measures to discourage borrowers from taking

34 heeps://therealdeal.com/2018/10/19/delshah-capital-closes-on-28-property-portfolio-for-102m/
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out additional debt if it causes the building to go below responsible debt service coverage ratio
limits.

o Avoid financial provisions that may lead to displacement, such as buyouts, MClIs or hazardous

construction. Monitor how funds are used for renovation to ensure existing tenants are safe.

o Inspect the building itself and review conditions of the building and others owned by the

prospective borrower when evaluating a loan application.

o Identify. and refrain from lending to. bad actor landlords.

*  Analyze housing violation counts, New York City Department of Buildings violations,
loss of rent-regulated units, and other indicators on established lists such as the Building
Indicator Project (BIP) database, HPD’s distressed asset list, ANHD’s Displacement
Alert Project databases, and additional indicators as they become available to identify
displacement, loss of rent-regulated units, and harassment.

= Scrutinize landlords on the Public Advocate’s “Worst Landlord List,” and under
investigation by government agencies. Consult media reports online.

o  Work with all parties — tenants. government and borrower — when any issues surface. If a
prospective borrow refuses to address the issue, the bank should decline to make the loan.

o Plan for strong tenant engagement. Banks must have a process to work with tenants in buildings
owned by landlords they finance to address ongoing concerns. Regular communication with
tenants and tenant organizers also serves as a resource regarding problematic landlords and
overall issues faced by tenants in rental housing, and especially rent-regulated housing.

Participate in First Look Program. Even with the best of intentions, some loans will go bad.
Banks should participate in the First Look program developed by ANHD, HPD, and the New York
City Council to transfer distressed properties to responsible preservation-minded developers, thus
preserving much-needed affordable housing.

Regulators should:

Hold banks accountable for financing bad actor landlords. The New York State Department
of Financial Services (DFS) took an important step in declaring that loans that result in a loss of
affordable housing or poor conditions will not get community development credit on CRA exams.®
They went even further in issuing guidelines regarding responsible multifamily lending for all
state-chartered banks. The FDIC and the Federal Reserve have been following some similar CRA
practices. We urge the OCC to follow suit, and for all regulators to issue similar comprehensive
guidance and make it as publicly known as DFS. Also, any multifamily guidance should
extend to any loan made by the bank, and any buildings used as collateral for a loan, not just
those submitted for CRA credit. Destructive lending of any sort should have a negative impact on a
bank’s CRA rating.

Hold non-bank lenders to the same strict standards as bank lenders. Currently, non-bank
lenders are not covered by the CRA or any oversight by federal or state bank regulators, which
means little or no consequences for fueling displacement with their lending.
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1-4 FAMILY LENDING

Though New York is primarily a city of renters, nearly a third of New Yorkers own their own homes,
and homeownership remains an important source of housing and wealth-building® over the long term,
and especially with safer lending guardrails. Small 2-4 family homes also have the potential to provide
additional income for homeowners, and affordable housing for renters.

Unfortunately, the homeownership rate has not moved much since 2005, and the great recession of 2008
wiped out wealth for way too many homeowners of color. The lessons from the crisis only reinforce the
need for government to protect consumers from excessive corporate greed and predatory practices that
target communities of color. This includes good policies and strong enforcement of consumer protection
laws. High home prices, coupled with the rise in low-wage jobs, lack of access to credit and financial
assistance, and persistent racial inequities, has been putting homeownership further out of reach, or at
risk, for lower-income New Yorkers, immigrants, and people of color.

1-4 family loans are a key component of a bank’s CRA exam, making up a significant portion of the
lending test. Banks are evaluated on a number of factors related to 1-4 family loans, including the
volume of lending overall, the percentage of loans inside the bank’s assessment areas, the percentage of
loans to LMI borrowers and in LMI census tracts, and an analysis of how their mortgage products and
practices meet the needs of LMI borrowers. On CRA exams, banks also have the option of including
loans made by non-bank afhliates that they own. Independent non-bank lenders and credit unions are
not evaluated at all under the CRA as they are not depository institutions like banks.

Banks must do more —on their own and in partnership with government and nonprofits — to make
homeownership accessible to lower-income and minority New Yorkers. New York State has one of the
highest home prices in the nation and prices in New York City are particularly high and rising. Each
month, the Federal Reserve Bank of New York reports on home prices as compared to the previous

year, and since 2012 the prices of homes throughout New York City were found to be at or higher than
they were the previous year. As of December 2017, home prices in Queens and the Bronx were nearly
10% higher than in 2016.” Further compounding this issue is the phenomenon of investors purchasing
affordable homes. The Center for NYC Neighborhoods (CNYCN) found that in 2016, 64% of affordable
1-4 family homes were purchased by investors, as were versus 23% of condos and 4% of coops*. While
many of these are all-cash deals, there were a considerable number of investor properties in HMDA as well.
This means that banks are lending to investors who do not live in the home they are buying, thereby taking that stock
of housing away from potential homeowners. And, depending on the price of the home and amount of the mortgage,
any rental housing that results from the purchase may also be out of reach for low-income New Yorkers. Rent-
stabilized housing can only apply to buildings with 6 or more units, which excludes 1-4 family housing. As
such, we must find other tools to ensure that the rental housing remains affordable.

36 “Update on Homeownership Wealth Trajectories Through the Housing Boom and Bust,” Joint CENTER FOR Hous-

ING STUDIES OF HARVARD UNIVERsITY (Feb. 2016). http://www.jchs.harvard.edu/sites/default/hiles/2013_wealth_update_mc-
cue_02-18-16.pdf

37 “Change in Home Prices,” FEDERAL ReservE BANk oF NEw YORK. hetps://www.newyorkfed.org/home-price-index/index.
heml (last accessed Mar. 19, 2019).

38 “Aftermath: Affordable Homeownership in New York City”, Center for NYC Neighborhoods (2018) https://s28299.pcdn.
co/wp-content/uploads/2018/10/CNY002-AH-Summit-Report_v7_FINAL_online.pdf
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Mortgage interest rates also impact lending patterns as lower interest rates reduce the cost of borrowing.
Interest rates have been relatively low for many years, well below pre-recession levels. From 2012 to
2017, interest rates hovered mostly between 3.5% and 4.5%, even going below 3.5% in a few months.
While they rose a bit higher in the last year, the rates are still historically low, especially when compared
to rates well over 10% and 15% back in the 80’s and early 90’s.* The combination of increased equity
and low interest rates likely contributed to the refinance boom nationwide in 2012, but they dropped off
sharply in 2013 and continued to decline into 2014, only starting to come back again in 2015 and 2016.
Bank CRA products sometimes offer lower interest rates, which can be a meaningful way to bring down
the cost of housing for lower-income borrowers.

While the CRA focuses only on the income of borrowers and neighborhoods, the law came about

as a result of outright racial discrimination and disinvestment in low-income communities of color.

The CRA should never have been colorblind; banks should have an affirmative obligation to
lend to borrowers of color. The CNYCN study highlights that Black and Latino homeowners are
underrepresented in New York City, making up 45% of city households yet just 30% of homeowners.*
The data outlined in this chapter demonstrate a much starker gap for loans originated to Black and
Latino borrowers in 2017: below 8% each to Black or Latino borrowers.

This report mainly focuses on loans originated by the lender on owner-occupied, 1-4 family homes;
we look separately at first-lien home purchase loans, first-lien refinance loans, and home improvement
loans of any lien status,
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The CRA should never have been colorblind; banks secondary to an existing
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should have an affirmative obligation to lend to oan. We look at lending
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borrowers of color. borrowers of color.

We include non-bank
afhliates with each bank,
and in some cases evaluate lending by other CRA-covered lenders and non-bank lenders not covered
by the CRA as a point of comparison. Due to the limited nature of this report, we do not examine
lending patterns by bank in LMI tracts, but we do understand the importance of lending in underserved

neighborhoods.

Currently, CRA regulators evaluate loans banks purchase from other institutions together with loans
they originate themselves. However, ANHD believes that the origination of a loan is much more
impactful than the purchase of a loan, as only origination directly results in a new loan to an individual
person. In very limited instances, a bank may purchase loans from a nonprofit lender and truly create
liquidity for that lender to make more loans to underserved populations, but usually purchased loans are
simply banks buying loans from other banks or lenders in order to meet CRA obligations. Regulators
also evaluate owner-occupied loans with investor properties (those that are not owner-occupied). Here,
we focus on owner-occupied homes since our concern is the immediate benefit to everyday New
Yorkers in their communities, and investment properties operate more like a business.

39 heep://www.freddiemac.com/pmms/
40 “Aftermach: Affordable Homeownership in New York City,” Tae CTr. ForR NEw York Crty NEicHBoRHOODS (Oct. 2018),
hteps://528299.pcdn.co/wp-content/uploads/2018/10/CNY002-AH-Summit-Report_v7_FINAL_online.pdf.
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Banks should be lending at healthy levels, maintaining or increasing lending each year.

Homeownership is a key piece of bank reinvestment. The banks in this study include some of the
largest banks in the city, each with a large lending platform, and they should maintain or increase
their presence in this space. We would expect them to match or exceed citywide trends.

CRA-covered lenders must meet the credit needs of all New Yorkers equitably. Banks should
increase access to homeownership and equity by originating loans to lower-income people,
immigrants, and people of color to purchase, refinance, and improve their homes. As described
below, when banks pull back, nonbanks step in; those institutions are less regulated and more likely
to engage in abusive behaviors as regulations are repealed and the market heats up. Also, lending to
upper income people in LMI tracts can fuel displacement — the focus should be on helping increase
wealth and assets for historically redlined people.

Banks must lend equitably to people of color.

The CRA is color-blind and, especially given its origins, it never should have been. Anti-
discrimination laws are clearly not sufhcient to increase lending to people of color. Disparities

in homeownership and lending persist to this day and require proactive solutions in the form of
products, financial assistance, targeted outreach. Banks should have an afhrmative obligation to lend
to people of color.

Banks should institute quality home loan programs and supports for lower-income people,
immigrants, and people of color.

Banks must take an intentional approach to reaching historically redlined communities with quality
affordable products and supports to ensure the best chance of success. This involves affordable
portfolio and government sponsored products, financial assistance, and culturally appropriate stafhng
and outreach. Banks should partner with nonprofit community-based organizations that provide
homeownership counseling, credit counseling, and staff who can help guide borrowers through the
process. Banks must also have a robust process to prevent and manage homeowners in or at risk of
foreclosure, making all efforts to keep people in their homes.

Regulators and legislators should update the CRA so that all lenders — banks and non-banks -
are held to the highest standards of equitable and fair lending.

Increasingly, we are seeing a rise in non-bank mortgage lenders, as well as online lending by banks
and non-banks. In recent years, non-bank lenders have been lending more to borrowers of color
than CRA-covered banks, but with no obligation to offer affordable mortgage products, inancial
assistance, or connection to HUD-certified counseling. All lenders should be covered by the CRA,
and their record of lending should be evaluated in all areas where they make loans, be it through
branch networks, online, or through other channels. CRA modernization being considered by the
federal bank regulars and legislators must incorporate this principle.
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* Citywide, home purchase and home improvement lending increased, while refinance lending
decreased. The 21 retail banks in this study lagged citywide trends in almost all categories.

Citywide, home purchase and home improvement lending increased from 2016 to 2017, and from 2013-
2017, while refinance lending declined. Home purchase lending to LMI borrowers declined considerably
year to year and from 2013. The 21 retail banks in this study lagged citywide trends in almost all
categories. Only their home improvement lending to LMI borrowers outpaced the citywide trend.

Citywide, the number of home purchase loans have been steadily increasing since 2011. However,
loans to LMI borrowers have not kept pace and actually dropped 13% in 2017 to below 2,100

for the first time in 5 years. Such loans had made up 8% to 9% of all loans each year through 2016

but dropped to 7% in 2017. After a steep drop in 2014, refinance lending had been increasing overall
and to LMI borrowers since then, but both dropped again in 2017, down 23% overall and 16% to LMI
borrowers. This decline is likely due to the increase in interest rates. As a result, the percentage to LMI
borrowers actually increased from 8.3% to 9% of all reinance loans in 2017.

From 2013 to 2017 the banks in this study have trailed bank trends citywide in a few key areas, and the same
was true this year. The banks in our study decreased the number of home purchase loans by 13% while lending
overall increased 3.3%. The decline in loans to LMI borrowers was more than double the decline in lending
citywide. However, we do note that from 2016 to 2017, the decline to lower-income borrowers was lower
than the decline overall (down 8% versus 13% citywide). But, the decline in refinance lending overall and to
LMI borrowers was much steeper than the decline citywide. Refinance loans to LMI borrowers decreased 47%
citywide from 2013 to 2017 and 73% among banks in our study. Year to year, rehnance lending citywide to
LMI borrowers decreased 16%, but decreased double that rate (35%) among banks in our study.
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Increasingly, home improvement/home repair lending is surfacing as a strong need to help lower-
income homeowners stay in their homes. For example, a survey of homeowners in East New York
found that 63% of homeowners had unmet housing needs.* The needs in other areas with an older
housing stock are likely similar. Among banks in this study, home improvement lending was only
slightly above 2013 levels, where lending citywide increased 19% in the same period. However, banks
in this study outperformed the market in home improvement lending to LMI borrowers in particular,
increasing 43% from 2013 and 16% from the prior year, both higher than the increase citywide.

* The number and percentage of home purchase loans to lower-income borrowers declined in 2017.

Citywide and among banks in this study, both the number and percentage of home purchase loans to
LMI borrowers declined. This trend held year to year, from 2016, and also when comparing to 2013.
For refinance loans, lending declined across the board from 2016, but when looking longer-term,
lenders overall increased lending to LMI borrowers slightly, whereas lending among lenders in this study
declined sharply. Among banks in this study, just 7.3% of home purchase loans were to LMI borrowers,
slightly higher than the 7% citywide.

Public data shows how few loans are going to LMI borrowers, and also where the loans are — and aren’t
— being made. As the map above shows, LMI borrowers have few options in large areas of the City,
especially throughout much of Manhattan and central Brooklyn.

The lower percentages in home purchase loans are certainly partly due to lack of inventory and supply.
However, given the higher volume of lending by some lenders outside of this study — banks and non-

41 “East New York: Preserving Affordability in the Face of Uncertainty,” Ctr. For NYC NEicHBorHOODS (Fall 2017), hteps://
$28299.pcdn.co/wp-content/uploads/2017/03/ENY-report-full.pdf.
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banks — that is not the only reason. Some of the disparities among banks in our study have to do with
the rise of nonbank lenders (as will be discussed later), but some of it also has to do with other regulated
banks filling the void as the larger banks are pulling back overall and particularly in FHA and SONYMA
lending. This is more the case with home purchase lending where banks like Citizens Bank, First
American International Bank, and First Republic Bank are now among the top 10 bank lenders citywide.
Despite having no branches in the City, Citizens Bank has increased its lending rapidly over the past few
years, from 37 in 2013 to 101 in 2014, and up to over 1,000 loans in 2017. Among refinance lending,
non-bank lenders are increasing their presence greatly, now making up 30% of home purchase loans and
over half of all HMDA-reportable refinance loans in New York City.

We continue to analyze the share of loans made by the “big four” banks: Bank of America, Chase,
Citibank, and Wells Fargo. These are the largest banks in the country, with trillions each in assets and
deposits. Their collective share of lending has been declining in New York City and nationwide —
overall and more sharply in refinance lending. The collective share of the Big Four Banks home
purchase loans went from 48% of all loans in New York City in 2013 down to 41% in 2017. The
share dipped below 40% of all loans to LMI borrowers in 2016 and 2017. Their share of refinance
loans dropped from 43% in 2013 down to just 20% in 2017. Wells Fargo maintains a large presence
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in the mortgage market, but their individual share has been declining steadily over the years overall

and to LMI borrowers. Starting in 2013, Chase began making more loans to lower-income borrowers
than Wells Fargo, and the two made almost the same volume of home purchase loans overall in 2017.
Starting in 2015, Citibank, too, began making more loans to LMI borrowers than Wells Fargo, but their
numbers have been declining as well in recent years. Whereas, Bank of America maintains a very small
presence in the LMI lending space, making just 40 home purchase loans to LMI borrowers in 2017.
Only Chase increased its volume of home purchase loans to LMI borrowers in 2017.
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* Racial disparities persist in home lending: 22% of New Yorkers are Black and 29% Latino, yet
in 2017, only 7.6% of home purchase loans in New York City went to non-Hispanic Black
borrowers and 7.9% went to Latino borrowers of any race. This is the lowest percentage in years.

Black and Hispanic homeowners are underrepresented in New York City, making up 45% of city
households, but only 30% of homeowners.*> Though some might assume that this disparity is the result
of past discrimination, the disparity within present-day loans is yet worse: fewer than 8% of all loans in
2017 went to Black or Hispanic borrowers, and this rate is below any of the prior four years. The denial
rates for Black and Hispanic applicants also continue to be higher than the rates for White and Asian
applicants, while origination rates (the percentage of applications that resulted in a loan being made)

are consistently lower.” In 2017, 72% of loans to White and Asian borrowers were originated versus
61% of loans to Black borrowers and 65% of loans to Hispanic borrowers. Similarly, just 10% of loans
to White applicants and 12% to Asians were denied, versus 17% of loans to Black applicants and 14% to
Hispanics*. These all changed very little from 2016.

At each of the “Big Four” banks, fewer than 5% of their home purchase loans were to non-Hispanic
Black borrowers, and at or below 7% were to Latino borrowers of any race in 2017. Just 2.8% of Chase’s
loans were to Black borrowers, down from 3.7% in 2015 and nearly 8% in 2012. Bank of America had the
lowest percentage to Black or Latino borrowers at 2% and 3.3%, respectively. In general, the trends among
the smaller banks are worse; however, we do note that Sterling, newer to our study, made 28 loans (7%)

to Black borrowers and 21 (13%) to Latino borrowers. The others all made five or fewer loans to Black or
Hispanic borrowers. Following the merger with Astoria Bank, Sterling discontinued all but their “CRA
loans”, which are loans to LMI borrowers and in LMI tracts. When they announced this plan, we had been
concerned that their lending to borrowers of color could be impacted, because CRA loans have no obligation

42 heeps://s28299.pedn.co/wp-content/uploads/2018/10/CNY002-AH-Summit-Report_v7_FINAL_online.pdf

43 Other applications may have been withdrawn by the applicant, or approved but not accepted by the borrower

44 The data for Asian borrowers is difficult to interpret as there are great variations and disparities within the “Asian” category.
One of the changes to HMDA under Dodd Frank was to disaggregate the Asian, Pacific Islander race categories and Hispanic
ethnicity category in order to establish a more nuanced understanding of mortgage lending and loan performance patterns
across these communities: Hispanic or Latino subcategory (Mexican, Puerto Rican, Cuban, Other Hispanic or Latino), Asian
subcategory (Asian Indian, Chinese, Filipino, Japanese, Korean, Vietnamese, Other Asian) or of a particular Native Hawaiian or
Other Pacific Islander subcategory (Native Hawaiian, Guamanian or Chamorro, Samoan, Other Pacific Islander)


https://s28299.pcdn.co/wp-content/uploads/2018/10/CNY002-AH-Summit-Report_v7_FINAL_online.pdf
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to serve borrowers of color. The percentage of their lending to Black and Latino borrowers increased,
which is positive, but we also note a decline in volume to people of color, consistent with the overall decline.
Looking at data from the two banks together, lending to Black borrowers went from 27 in 2015 to 33 in
2016 and down to 28 in 2017. The decline in loans to Latino borrowers was sharper, from 56 in 2015 to 45
in 2016 and down to 21 in 2017.

Once again, Capital One, TD Bank and M&T had the highest percentage to Black borrowers among the
largest banks in 2017, but Citibank nudged out Capital One in the top three percentages of lending to Latino
borrowers. Capital One and

M&T Bank have historically

led in lending to borrowers Loans to people of color are concentrated in

of color, but in 2016, neighborhoods with majority people of color, with

Capital One’ tage t . cr - .
Bfﬁfbm‘fngiﬁ:g;g; ° few new loans in gentrifying neighborhoods.

considerably (by half, from

14% to 7%) and then down

again to 4.9% in 2017. Their percentage to Latino borrowers declined from 11% in 2016 to 5.2% in 2017,

whereas Citibank’s percentage to Latino borrowers increased from 6% t07.1%. Once again, Capital One’s

volume increased overall, but the number of loans to Black and Latino borrowers actually declined. More,

Capital One is now not making 1-4 family loans at all, creating an opening for more non-bank lenders and
further reducing the number of banks making loans to underserved populations.

At M&T Bank the percentages were much higher, at 56% to Black borrowers (up from 39% in 2016) and

18% to Latino borrowers (up from 13%). M&T has been complying with a court order related to their
acquisition of Hudson City that required the bank to improve its lending to minority borrowers and in minority
neighborhoods. They also partnered with a new Nehemiah project that created affordable homeownership
opportunities in Brooklyn; they made many of the end loans to new homeowners in these units.

Loans to people of color are concentrated in neighborhoods with majority people of color, with few
new loans in gentrifying neighborhoods.

Of loans to Black borrowers, very few are in LMI tracts in gentrifying neighborhoods. Hispanic borrowers
are more dispersed, but we still see concentrations outside of Core Manhattan and few in those same
gentrifying neighborhoods, and the volume of lending to both Black and Hispanic populations is well below
that of Whites. Black borrowers seem concentrated in just a few predominantly Black neighborhoods,

but notably absent are new loans in predominantly black, but gentrifying neighborhoods such as Bedford
Stuyvesant and Crown Heights.
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This pattern is troubling in the context of the CRA, which was passed in response to the racist policy
of redlining and other discriminatory practices. Generations of racist policies and bias contribute to the
racial wealth gap that persists today, and play a major factor in the ability to purchase a home — lower
earnings, less wealth, and lower credit scores, to name a few. Immigrants may face additional barriers,
including language and cultural barriers and lack of a credit score. The median net worth of whites is
nearly 10 times the size of and 8 times that of Hispanic households*. The Fiscal Policy Institute found
that on average White families in New York State earned 77% more than Black families and 93% more
than Hispanic families*. This is in addition to outright discrimination and also implicit bias in lending,
such as the stories and data about potential borrowers of color in Philadelphia in the Reveal article and
related study published in 2018+

45 hetps://www.federalreserve.gov/econres/notes/feds-notes/recent-trends-in-wealth-holding-by-race-and-ethnicity-evidence-
from-the-survey-of-consumer-finances-20170927.htm

46 heep://hscalpolicy.org/wp-content/uploads/2017/03/Racial-Dimension-of-Income-Inequality.pdf

47 hetps://www.revealnews.org/episodes/the-red-line-racial-disparities-in-lending/


https://www.federalreserve.gov/econres/notes/feds-notes/recent-trends-in-wealth-holding-by-race-and-ethnicity-evidence-from-the-survey-of-consumer-finances-20170927.htm
https://www.federalreserve.gov/econres/notes/feds-notes/recent-trends-in-wealth-holding-by-race-and-ethnicity-evidence-from-the-survey-of-consumer-finances-20170927.htm
http://fiscalpolicy.org/wp-content/uploads/2017/03/Racial-Dimension-of-Income-Inequality.pdf
https://www.revealnews.org/episodes/the-red-line-racial-disparities-in-lending/
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However, despite this history, the law is still colorblind and has not had a meaningful impact on the
populations harmed by such policies. Our analysis shows that borrowers of color are disproportionately
underrepresented in CRA home purchase loans: loans to low- and moderate-income borrowers or
loans in low- and moderate-income tracts. Just 9% of loans made by CRA-covered banks to low- and
moderate-income borrowers were Black and 12% Hispanic. This is only slightly above the percentage of
loans to Black and Latino borrowers citywide. In low- and moderate-income tracts, the percentage of
loans by CRA-covered banks drops to 5.8% to Black borrowers and 8.3% to Hispanic borrowers. The
percentage of loans made by non-banks to Black and Hispanic borrowers was slightly higher among
low- and moderate-income borrowers (9.6% to Black borrowers and 14% to Hispanic borrowers) and
much higher among loans in low- and moderate-income tracts (18% to Black borrowers and 20% to
Hispanic borrowers).

*  When banks offer a variety of affordable products — and market those products - they can be
effective in reaching Lower-income borrowers.

INCREASE IN AFFORDABLE HOMEOWNERSHIP PRODUCTS

Banks have increased affordable homeownership products over the years, including through portfolio
products, use of government programs, and varying levels of financial assistance.

- M&T developed the “Home of Your Own” loan with SONYMA, and offers a number of
SONYMA products, as well as their own “Get Started Mortgage” product and a reduced
interest rate for loans to purchase a Habitat for Humanity home. Their partnerships with local
organizations like Habitat and Nehemiah housing has proven an effective strategy to reach
lower-income borrowers and borrowers of color.

- Citibank has long been recognized in this space, with a well-respected portfolio product targeted
to low- and moderate-income borrowers, with low down payments and financial assistance,
and waived private mortgage insurance (PMI). Citibank now makes the second highest volume
of loans to LMI borrowers, but we must note that it’s still one of the lower percentages and the
volume in 2017 is below any of the prior five years.

- Sterling Bank also now offers a CRA product that has down payment assistance, and waives
PML. Sterling Bank is only offering “CRA mortgages” now (to LMI borrowers and in LMI
tracts). While better than a full retreat from the space, as noted above, they offer fewer options
than Astoria had offered, which impacts their volume of lending and could impact lending to
borrowers of color as well, if they don’t athrmatively market their products and do the outreach
necessary to reach these populations.

- Other banks offer CRA products, including, Bank of America, HSBC, Santander, TD Bank, and
Valley National. These banks now have portfolio products with more favorable terms while not
necessarily waiving PMIL.

- Chase brought back its down payment assistance associated with its CRA product in 2016. We
are pleased that they made one of the higher percentages of loans to LMI borrowers in 2017,
and the highest volume of loans among lenders in this study. But their percentage to Black
borrowers is among the lowest of all banks — below 3%.

Because many of the portfolio products are available to both low- to moderate-income borrowers, and
to any borrower of a home in low- to moderate-income census tracts, they are not necessarily reaching
lower-income borrowers. Certainly, given the extremely high cost of housing, programs accessible
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to middle-income borrowers can be meaningful, but products should reach the lowest-income New
Yorkers wherever possible. While not part of the CRA, we also encourage all banks to find better ways
to reach borrowers of color, including culturally competent staff who represent the community’s culture
and language, and athrmatively market to borrowers of color.

PARTICIPATING IN EXISTING PROGRAMS

In addition to these portfolio programs, there are also existing programs for banks to participate in.
For example, banks can offer loans insured by the State of New York Mortgage Agency (SONYMA),
and loans that can be sold to Fannie Mae and Freddie Mac. These first-time homebuyer loans are well-
defined with low down payments, pre-purchase counseling, and financial assistance for closing and
down payment costs.

Many lenders in this study are SONYMA-approved lenders in New York City (BankUnited, Citibank,
Emigrant, HSBC, M&T Bank, Sterling, and Wells Fargo), but not all are active.” For 2017, among the
banks in this study, Citibank made the most with 53 loans, followed by M&T with 32 loans, HSBC
with 14, and Sterling with 12. However, we must note that these are well below the volume from 2016.
M&T Bank also makes SONYMA Down Payment Assistance Loans (DPALs), which are technically 0%
interest loans, but when certain conditions are met, the loan is forgiven and treated like a grant. Bank
of America and Chase no longer offer SONYMA loans. We also note that non-bank lenders, Freedom
Mortgage and LoanDepot.com remain active participants, with 39 and 28 SONYMA loans, respectively.
Freedom Mortgage’s presence in the city has been growing considerably and is likely to grow more as
banks like Sterling and New York Community Bank, and likely others, outsource their lending to this
company. It is encouraging that as their presence is growing they participate in programs like this, but
the company has raised some concerns in recent years. Massachusetts has a state CRA that includes
non-bank lenders like Freedom. In 2015, they received a “needs to improve” CRA exam there. Overall,
they were found to compare favorably to peers on a number of factors, but they were downgraded for
violating consumer protection laws at the state and federal level®. They entered into a consent order

in September 2016 with Massachusetts for these violations®. More recently, they were removed from
Ginnie Mae’s VA mortgage bond program due to discriminatory practices in their VA lending®’.

Another valuable program is the First Home Club, run by the Federal Home Loan Bank of New York,
which offers matching grants up to $7,500 for qualified first-time homebuyers who successfully complete
a homebuyer class and save money over time with a participating bank. Among the banks in this study
HSBC, M&T Bank, Valley National, Sterling, Flushing and Popular Community participate.

Above all, lenders need to be in tune with the incredible diversity of New York City residents

and provide products and staff that can speak to these needs, which can change neighborhood to
neighborhood. We believe that joining and actively participating in organizations like the New York
Mortgage Coalition and Neighborhood Housing Services organizations is one effective way to do
this. These organizations train HUD-certified home counselors, and work closely with banks and clients
to help homebuyers through the process. They also offer a way for lenders to learn about new challenges
and opportunities to better reach low- and moderate-income homebuyers.

Home Improvement, or home repair, loan programs are newly emerging as an important
product to help homeowners remain in their homes. Such loans allow lower-income homeowners

48 htep://www.nyshcr.org/Topics/Home/Buyers/ParticipatingLenders/Region_10_Participating_Lender_List.pdf
49 heeps://www.mass.gov/fles/documents/2016/10/ov/freedom.pdf

50 https://www.mass.gov/consent-order/freedom-mortgage-corporationfconsent-order

51 heeps://www.housingwire.com/articles/43577-ginnie-mae-boots-3-va-lenders-from-mortgage-bond-programs
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maintain their homes and preserve their value over the long term. For many years, only two banks —
Astoria and Brooklyn Federal Credit Union — participated in HPD’s Home Improvement Program.
While the program is ending, HPD is introducing a new program soon and we hope more banks
participate. Citibank, TD Bank, Wells Fargo, and Capital One have consistently offered the largest
volume of home improvement loans consistently; however, at Wells Fargo, at or below 12% of loans
were to LMI borrowers over the past three years, versus at or over 20% of loans at the other three banks.
And Capital One will no longer be lending at all, leaving a hole in this market. We are pleased that
Santander’s new CRA plan includes a commitment to home improvement lending, but as of 2017, they
made just 19 loans, with two to LMI borrowers.

* CRA-regulated banks are not meeting the credit needs of borrowers of color; nonbanks are
filling in the gaps, mostly with FHA loans.

Nonbank lenders are on the rise and are lending to borrowers and communities of color at higher
rates than CRA-regulated

banks. This raises questions

about fair lending and

underscores the need for new

strategies to increase lending

to underserved populations,

including modernizing the

CRA to include an afhrmative

obligation to serve borrowers

of color. In 2017, for example,

just 3.8% of CRA-covered

bank loans went to Black

borrowers and 5.4% to

Hispanic, versus 17% and

14%, respectfully, at non-

banks. Credit unions were in

the middle, but their volume

of lending is much lower.

The percentage of loans to

LMI borrowers is on par or

higher at banks when compared to non-banks. Under the CRA, banks are obligated to lend to LMI
borrowers, which may contribute to this trend, although we could even expect banks to do better and
that underscores the need for more rigorous CRA exams. In 2017, banks made a higher percentage of
their loans to LMI borrowers than non-banks did; 7.3% of all bank loans were to LMI borrowers versus
6.5% of non-bank lenders. In 2016, the percentages were almost the same among the two lender types:
8.3% at banks versus 8.5% at nonbanks.

The percentage of non-bank lenders making home purchase loans is rising steadily in New York City, but
still below nationwide levels>. Nationwide, 56% of home purchase loans were made by non-bank lenders.
The percentages in New York City were higher for refinance loans, matching national trends; now
non-banks make up over 56% of all refinance loans, up from 42% in 2014. Prior studies of CRA lending
showed better patterns of lending where banks had assessment areas than areas where they did not; New
York City is a CRA assessment for many banks and could account for the higher rate of bank lenders.

52 https://s3.amazonaws.com/files.consumerfinance.gov/f/documents/bcfp_hmda_2017-mortgage-market-activity-trends_re-

port.pdf
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However, the rise

in nonbank lenders,
particularly to borrowers
of color, is concerning
for a number of reasons.
Non-banks are not
nearly as regulated as
banks are. First and
foremost, they do not
have the same safety and
soundness requirements
as banks have. And
under the CRA, banks
are additionally required
to make all of their CRA
loans — to LMI borrowers
and in LMI tracts — in a
safe and sound manner.
Also, nonbanks do not
have access to low-cost
deposits like banks do
and must rely upon other
sources of capital, often
short-term financing.
Fluctuations in the cost
of that capital leaves

the system vulnerable

if banks must act more
aggressively to deliver
higher rates of return for investors. If the CRA had an afhirmative obligation to serve borrowers of
color, banks would have an added incentive to be more proactive in lending to borrowers of color,
and to provide financial assistance for closing costs and down payments.

Three of the top 10
Just 3.8% of CRA-covered bank loans went to hofznelpurchase 1ebndekrs
Black borrowers and 5.4% to Hispanic, versus 17% . 2017 are non-ban

lenders as are five of the
and 14%, respectfully, at non-banks. top 10 refinance lenders.

Quicken once again made

the most refinance loans
in the City and Nationstar was third. Freedom Mortgage made the top 10 of both home purchase
and refinance loans.

Not surprisingly, the distribution of loans made by non-bank lenders largely matches lending to
borrowers of color, particularly Black neighborhoods in southeast Queens and parts of Brooklyn.
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We encourage that banks and bank regulators follow the core principles discussed earlier, as well as
integrate the following recommendations into their CRA related practices:

BANKS SHOULD
*  Meet the credit needs of all New Yorkers.

CRA-covered lenders have an obligation to equitably meet the credit needs of all New Yorkers. To
achieve this, banks should:

- Increase access to homeownership and equity by originating home purchase, refinance, and
home repair loans to lower-income people, immigrants, and people of color.

- Offer a wide range of products, including government-backed loans such as State of New York
Mortgage Agency (SONYMA), Fannie Mae and Freddie Mac programs, and portfolio products.

- Make loans equitably to low- and moderate-income borrowers and borrowers of color, striving
to match the demographic percentages by race and ethnicity and increasing lending to low- to
moderate-income borrowers. It is clear that there is a market for loans, and banks should be
meeting much of that need. In their absence, non-CRA covered lenders are filling the void.

* Institute quality home loan programs for lower-income people, immigrants, and people of color.

The goal of the CRA is to help meet the credit needs of low- and moderate-income people and
neighborhoods. As mentioned above, we believe that responsibility also extends to borrowers of
color. Banks must take an intentional approach to reaching these borrowers with quality affordable
products and supports to ensure the best chance of success. This involves:

o Partnerships with nonprofit community-based organizations that provide U.S.
Department of Housing and Urban Development (HUD)-certified pre-purchase counseling
and additional supports for current and potential homeowners.

o Dedicated loan officers, underwriters, and loan processors who are accessible and fully
knowledgeable about their products, and able to make approval decisions in a timely manner.
Afhrmatively market the affordable products through a variety of channels, including
nonprofit partners, traditional and ethnic press and mailings, and social media.

o Reasonable down payment requirements with financial assistance. In a high-cost city
like New York City, homeownership is increasingly difhicult for low- to moderate-income
borrowers. Banks can address this by allowing for lower down payments, providing financial
assistance directly and through government programs, waiving private mortgage insurance
(PMI), and offering products for the more affordable homeownership options such as regular
and limited equity co-ops.

o Reasonable credit scores and income requirements that are achievable and related to the
ability to repay the loan. Banks should also consider alternative forms of credit, particularly
for immigrants and others without a formal credit history.
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o Homebuyer counseling. Any first-time homebuyer assistance should require pre-purchase
counseling and connect potential homebuyers to a qualified provider.

Prevent foreclosures and responsibly help homeowners who are in foreclosure: Grant more trial
and permanent modifications, maintain good condition homes taken by foreclosure, and reduce the
delays for homeowners due to lost paperwork, staff changes, and untimely responses. Provide grants
to HUD-certified housing counseling agencies that provide foreclosure counseling.

REGULATORS AND LEGISLATORS SHOULD

Update the CRA so that all lenders are held to the highest standards of equitable and fair lending;

Increasingly, we are seeing a rise in non-bank mortgage lenders as well as online lending by banks
and non-banks. While we note fewer afhliate lenders at the largest banks, they continue to exist in
this space. Nonbank lenders are particularly prevalent in making FHA loans to borrowers of color.
While FHA loans are not predatory, they are higher cost than conventional loans and there is a
concern that people who qualify for conventional loans may be steered into FHA loans. Leading up
to the crisis, there was evidence that the percentage of high-cost loans were highest among non-
bank lenders, followed by bank lenders outside of their assessment areas. The lowest percentages

of high cost loans were among CRA-covered lenders within their assessment areas.”® We need to
modernize the CRA to better reflect how loans are made.

o Expand the CRA to include non-bank lenders and require all afhliate lenders be reported on
bank CRA exams.

o Expand assessment areas based on where banks lend. in addition to where they have

branches. This is especially important for online lenders and banks that comprise a significant
percentage of loans within a geographic region.

o Evaluate, benchmark, and rate banks based on their record of lending to borrowers of color

who have and continue to suffer the consequences of discrimination and redlining. The CRA
should not be color-blind.
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COMMUNITY DEVELOPMENT
LOANS & INVESTMENTS

Community development loans and investments provide vital financing to build and preserve affordable
housing, create jobs and economic opportunities, and revitalize city neighborhoods. New York City

is on the forefront of affordable housing creation and preservation, with innovative programs and
initiatives rarely seen elsewhere. This investment would not be possible without the CRA, and is more
important than ever in light of ever-increasing risks of displacement due to speculation, declining federal
dollars, and a decrease in the value of Low-Income Housing Tax Credits (LIHTC).

“Community development” as defined by the CRA encompasses a wide, but well-defined range of
activities targeting low-and moderate-income people and communities, increasing their access to
affordable housing, providing community services, promoting economic development, revitalizing or
stabilizing communities, and supporting certain foreclosure prevention activities.

CRA Exams include both an investment and lending test. The investment test analyzes a bank’s
CRA-qualified investments: lawful investments, deposits, or membership shares that have community
development as their primary purpose. For example, banks may purchase mortgage government bonds
or invest in LIHTC or New Markets Tax Credits (NMTC) projects that fund affordable housing
construction or rehabilitation, and other larger scale developments. Investments also include community
development grants, but given their small size relative to other investments and their importance to
nonprofits, we examine those separately in our philanthropy section.

Community development lending is evaluated under the CRA lending test, which also evaluates
what we refer to as core lending — 1-4 family home and multifamily building mortgages and small
business loans. For these loans, regulators evaluate the volume and distribution of loans, analyzing both
geographic characteristics (low- and moderate-income census tracts) and borrower characteristics (low-
and moderate-income borrowers, small business loan sizes, and loans to small businesses with revenues
under $1 million).

The exam’s evaluation of a bank’s community development loans evaluates the loans that are
responsive to the needs of lower-income people and communities to improve conditions — for

example, activities that increase access to jobs, community services, affordable housing, and more stable
neighborhoods. We would expect some of the community development lending to align with a bank’s
business model. For example, a bank that finances the construction or renovation of multifamily housing
is likely to finance the construction or rehabilitation of affordable housing, more so than a bank that does
not engage in that line of business. But, the CRA allows plenty of room for banks to finance a wider
range of activities, and banks often do so, especially those that have a dedicated community development
team, which allows the bank to develop expertise in financing deep, affordable housing, often in
partnership with government agencies and using government programs and subsidies.

Community development loans are wide and varied, and could include pre-development, acquisition,
or construction loans to build and preserve affordable housing; lines of credit to support community
development organizations; or larger loans to small businesses for the purpose of creating, retaining,
or improving jobs. Banks cannot “double-count” 1-4 family mortgages or small business loans as
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community development loans, as they are evaluated separately. The one exception, however, is
multifamily loans. Banks can also receive community development credit on CRA exams for multifamily
mortgages, where rents are affordable to lower-income tenants, or where the building is otherwise
determined to have a community development purpose. For the purposes of this report though, we do
not include them here, but rather analyze them separately in the multifamily section.

In this section, we discuss below the principles, trends and findings, and recommendations for
all community development activities covered under the CRA, but with less focus on Economic
Development. We devote the following chapter to this emerging community development field in New

York City.

* All banks should maintain or increase their level of community development loans and
investments annually. Banks are an integral part of the system to support community development
in all its forms, and community development loans and investments are a key component of that
obligation.

* Quality must be taken as seriously as quantity. One factor that can get lost in the overall dollar
amounts of community development lending is the impact of the lending. Perhaps even more
important than the volume of dollars reinvested, community development activities must support
low- and moderate-income people and communities to increase access to quality jobs, community
services, affordable housing, and more stable neighborhoods in a meaningful way. Some of these
may be smaller loans, but they have a large impact.

The CRA should ensure credit and capital are flowing to under-served neighborhoods in a way that
supports diverse and thriving neighborhoods and doesn’t fuel displacement. Banks and regulators
must look at the overall impact of loans and investments submitted for CRA credit and ask critical
questions that promote this spirit. For example: do the jobs created in that area pay well or provide

a path to better employment? Does the business hire local residents? Will the business truly stabilize
the neighborhood, or will it lead to the displacement of surrounding long-standing businesses? Is the
housing affordable in good condition? Was the loan underwritten to preserve affordable housing or
will it lead to displacement of long-time tenants?

* Banks should prioritize nonprofit developers to support quality community development.
Nonprofit community development corporations (CDCs) and developers are locally rooted
and mission-driven to serve the low-income, immigrant, and high-needs populations in their
communities, with many having done so successfully over decades. They build and preserve
permanent, deeply affordable housing; assist tenants in those units and throughout their
neighborhoods; create space for local businesses that provide quality jobs; provide direct assistance
to the businesses to grow and thrive; create new economic opportunities for people in the
neighborhoods to find quality jobs; and provide a myriad of other services for the local communities.

ANHD has been successfully advocating for New York City to invest in permanent affordable
housing“, and to prioritize nonproﬁt developers in some programs, opening more opportunities

9%

54 For instance, see Sosa, Stephanie, “HPD Takes Important Step Forward for ‘Permanent Affordability,” THE Ass’N FOR
NEIGHBORHOOD & HousiNg Dev. (Nov. 1, 2017), hetps://anhd.org/blog/hpd-takes-important-step-forward-permanent-afford-

ability.
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for banks to invest in them on housing development and preservation. We also believe that banks
must take an intentional approach to partnering with and investing in nonprofits, including CDCs,
to ensure that they have access to affordable debt (loans) and equity to further their missions. This
includes supporting the smaller and most effective nonprofit developers with targeted affordable
products to build and preserve affordable housing and create quality jobs.

* Banks should maintain a strong community development team with a presence in New York City.

It has been ANHD’s experience that the banks with the most effective reinvestment programs reflect
a broad institutional commitment to bank reinvestment. Such commitment is demonstrated first
with strong leadership that is knowledgeable about, engaged in, and committed to a bank’s CRA
programs. This leadership must then be supported by adequate stathng levels, with appropriate
expertise dedicated to each of its local markets. Ideally, some of this staft and leadership will have
come from the nonprofit sector. Similarly, we have found that the number of staff physically located
in New York City is critical to the bank’s ability to meet the City’s needs. Indeed, the alphabet

soup of funding and regulatory programs have created the most productive affordable housing and
community development sector anywhere in the country, but also with a complexity and uniqueness
that is particular to our city. Quality local staff can thoughtfully engage in what exists and be part

of the process to develop new products and tools that meet the unique needs of the City and local
neighborhoods. The size and scale of New York City also means that a bank has to understand that
the community context of neighborhoods varies greatly from one neighborhood to another.

e Community development lending and CRA-qualified investments decreased in 2017.

While we do
understand that loans
and investments may
fluctuate year by year
at individual banks,
the trend should be
an increase in activity.
The sharp decline in
2017 is concerning,
both in volume and
dollars. Community
development lending
and investment together
decreased 27%, from
$7.05 billion in 2016,
to $5.18 billion in 2017. Community Development Loans declined 24% by volume and 36% by dollar
amount: 383 loans for $3.1 billion, down from 504 loans for $4.84 billion. CRA qualified investments
declined 32% by volume and 4.9% by volume: 186 investments for $2.1 billion, down from 274
investments for $2.2 billion.
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Community development lending dropped sharply at a number of banks as well. Citibank’s
volume dropped by over 60%, as it did at Sterling, NYCB, and Valley National. Capital One’s
lending declined as well by nearly half. Chase’s dollars loaned decreased, but the number of loans
increased slightly, which may actually be more impactful if the smaller loans were needed most.
Similarly, at Deutsche Bank, where the volume increased by 50%, but the dollars loaned declined by a
third. Goldman Sachs and Morgan Stanley also decreased community development lending in 2017.
Meanwhile, we are pleased to see that TD Bank, Bank of America, Ridgewood, Bank of NY Mellon,
and BankUnited increased their lending. TD Bank’s lending is below 2015, but each of the past three
years is well above their 2014 levels.

Signature Bank dedicated the most amount of money to community development loans, followed by
Bank of America and TD Bank. M&T, Valley National, Signature and Sterling dedicated the highest
percentage of local deposits towards community development lending.

Nearly all banks decreased their CRA-qualified investments in 2017. Capital One, Chase, Citibank,
and New York Community Bank decreased both the number and dollar of investments. Santander,
BankUnited, and Goldman Sachs decreased the volume, but increased dollars invested, while TD Bank
and Morgan Stanley did the opposite. The volume declined 80% at Bank of America, but the dollars
were down by just 9%.

Among the retail banks, Chase, Citibank and Bank of America dedicated the most dollars in CRA-
qualified investments. M&T’s increased the most as they entered into the LIHTC market, whereas most
banks decreased their LIHTC investments.

One particularly significant decline came in LIHTC investments. LIHTC is one of the most important
sources of financing for affordable housing development and preservation. The tax credits purchased
by banks are converted into equity — actual dollars — to build and preserve affordable housing for
families earning up to 60% of AMI, and often much lower than that. Historically, a high demand

for LIHTC credits has driven up their value in New York City, creating an invaluable resource to
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housing developers in such an expensive market. NYC’s Housing Preservation and Development
Department estimates that every public dollar spent on affordable housing generates roughly $4 of
private investment, much of that in LIHTC investments®. Yet, the uncertainty leading up to the
passage of the Tax Cuts and Jobs Act of 2017, and its ultimate passage that lowered the corporate tax
rate, reduced the incentive for corporations to participate in the program. An industry study estimated
that a decrease in the corporate tax rate from 35% to 25% would result in an 11% reduction in value of
the LIHTC, and a decrease to 20% would cause a 14% reduction in value of the LIHTC>®. The final bill
passed in November 2017 decreased the rate to 21%°”. The uncertainty leading up to the bill’s passage
appears to have led to a significant drop in this major source of funding for affordable housing because
corporations, many of which are banks, are major purchasers of these credits. We fear the decline will
continue when we see the 2018 and 2019 numbers moving forward, and in any case, the value of those
dollars will decline.

55 hteps://wwwl.nyc.gov/assets/hpd/downloads/pdf/nyc-comments-to-occ-on-cra.pdf

56 https://www.novoco.com/notes-from-novogradac/observational-study-corroborates-lower-lihtc-unit-production-due-
lower-corporate-tax-rate

57 https://www.irs.gov/newsroom/after-tax-reform-many-corporations-will-pay-blended-tax-rate
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There was significant decline in LIHTC investments from 2016 to 2017 among the banks in this study.
Among 14 banks for which we have data in the past five years, LIHTC dipped in 2014, and had been
increasing for 3 years and then declined rather sharply in 2017. The number of investments dropped to
41, from 91 in 2016 and 54 in 2015. The amount invested declined as well to $743 million, from $1095
million in 2016 and $719 million in 2015.

* Community development lending and investments to nonprofits overall declined in 2017, but
loans to community development corporations (CDCs) increased slightly.

Community development lending to nonprofits declined 15% by number of loans and 28% by
dollar amount in 2017. Due to the decline overall, we still had nine banks make over half of their
community development loans to nonprofits by volume and six by dollar amount. The number of
investments in nonprofits declined by nearly 50%, and the dollar amount was down by 75%.
Capital One, Chase and TD Bank all increased the number of loans to nonprofits in 2017; Capital One’s
increased while their overall lending decreased. The dollars to nonprofits at Capital One and Chase
declined, but that could still be meaningful loans at lower amounts. Ridgewood and Signature each
increased lending to nonprofits greatly, whereas Valley national’s declined sharply after two years of
increased lending. Among wholesale banks, over half of Deutsche Bank’s loans were to nonprofits and
all of Morgan Stanley’s were in 2017, but none of Goldman Sachs’s were.

As in prior years, very few loans went specifically to CDCs, but we are encouraged to see the
increase in 2017, especially given the decline in all other areas of lending. Among the banks
reporting in all four years, 19 loans were to CDCs in 2017, 15 in 2016, and 11 in 2015, down from
15 in 2014 and 19 in 2013. While in 2015 only three banks made loans to CDCs, five did in 2016

and six in 2017: Capital One, M&T, Signature, Sterling, BankUnited, and Deutsche Bank. Chase does
not report loans to CDCs, but we do recognize that they make loans to local CDCs as well. Citibank
has been making more loans to nonprofits and CDCs in recent years, but none of their 11 loans to
nonprofits in 2017 were to CDCs.
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* Banks with an intentional CRA strategy and local staff are making quality community
development investments, more so than banks that do not

Many of the larger banks, including Citibank, Capital One, Chase, Deutsche Bank, Goldman Sachs,
and Morgan Stanley have long had strong CRA teams. This allows them to take a more intentional
approach to community development, going beyond simply looking at core business loans that also
count for community development credit. Banks like Capital One, Morgan Stanley, and Deutsche
Bank also place a strong emphasis on partnering with nonprofit developers and are recognized for this
commitment.
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In recent years, Santander has been implementing its new 5-year, $11 billion commitment to CRA
throughout its footprint, following a downgrade to “Needs to Improve” on its 2013 CRA exam, which
was published in 2017. Santander rose back up to a “Satisfactory” on its 2017 exam. While ANHD
appreciates the work Santander is doing to implement the plan, they had declines in community
development activities similar to other banks in our study, particularly in community development
lending. Though the dollars invested increased, the number of investments went down. Still, we are
hopeful that the new staft and structures will make Santander more responsive over the long term as they
build up their teams in Boston and New York City. The bank has created national and local advisory
boards that meet regularly and are able to provide feedback on an ongoing basis. Valley National, too,
has been making more of an effort to reach out to community organizations and saw improvements in
lending 2016, but those declined in 2017.

*+  Capital One provided LIHTC investments and loans for the development of Mill Brook Terrace,
a project located on a former NYCHA parking lot. The project, developed by the nonprofit
developer, West Side Federation for Senior and Supportive Housing (WSFSSH), is a nine-story
building with 159 units of affordable housing for formerly homeless and low-income seniors. There
also will be an 8,300 square foot senior community center.

+  Citibank supported the development of a mixed-income, mixed-use development in the Bronx, “El
Central” that will provide nearly 1,000 units of affordable housing for families earning 30% to 100%
AMLI, as well as community and retail space.

*  Deutsche Bank supported a new housing development in the Bronx, and also invested in a
working capital loan to the newly formed Joint Operating Entity (JOE), which is a REIT-like asset
management entity created to provide long-term preservation of non-profit owned affordable
housing units. Deutsche Bank has supported JOE from its inception.

*  Valley National supported the construction of two affordable housing deals, including one that will
create supportive housing for people recovering from substance abuse. They also continue to support
CPC which provides loans for affordable housing statewide.

*  M&T is reentering the LIHTC market and has stated that they are pursuing more opportunities in
this area of reinvestment.

*  Morgan Stanley reported a loan to St. Nick’s Alliance to help preserve a community facility that has
operated as a city-funded child care and senior center for 40 years that was at risk of being sold to
developers. They also partnered with the Low-Income Investment Fund (“LIIF”) on this project.

We note that banks like New York Community Bank and Signature Bank do much of their community
development lending through their core multifamily and commercial lending. As we discuss in depth
in the multifamily section, we very much appreciate the steps these banks are taking to improve upon
the quality of their multifamily lending, but that is about having a responsible business model, which

is separate from the community development lending discussed here. Neither bank has a community
development staft and both still do much of their CRA lending through their normal course of business,
and with few loans to nonprofits. That being said, we are glad Signature remains in the LIHTC
market, and we were encouraged by their new recoverable grant program introduced in 2018 to
support nonprofits implement capital improvements in their buildings.* New York Community Bank,
too, is once again reporting loans to nonprofits and CDCs, but the volume is very low (three loans to
nonprofits, none to CDCs). Through the narratives in the surveys provided to ANHD over the years,
we know that some of their mortgage loans are to nonprofits and/or are deed restricted, but most loans

58 http://investor.signatureny.com/news-releases/news-release-details/signature-bank-awards-500000-grants-under-its-building
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are in private rent-regulated housing. Both banks also make non-housing commercial loans that qualify
for additional credit, which typically seem to be based on the location of the loan such as in low- and
moderate-income census tracts or areas targeted for redevelopment, with less regard for the types of jobs
created, or the services provided. We see this in their CRA exams and the surveys submitted to ANHD.

We note similar trends with other smaller banks like Apple Bank, Dime, and Ridgewood, and similar
patterns emerge for investments. Banks can more easily buy mortgage-backed securities or invest in a
general CRA fund, which may have some value, but are not as impactful as other types of investments,
such as direct LIHTC investments, EQ2 investments, and other forms of equity more directly connected
to the on-the-ground work. Of course, all banks will ook for any loan that can qualify for CRA credit,
but banks with community development teams will go beyond those.

e All but two banks maintained or increased their community development staff serving and/or
located in New York City.

High quality, impactful community development lending and investments are directly connected to

a strong local community development team that is knowledgeable, empowered to act, and engaged
with the nonprofit sector and the community it is operating in. We are pleased to see that community
development staff serving New York City increased by another 3% (401 to 422). Staff located in New
York City increased 4% from 273 to 285. Some of the large banks, including Capital One, Chase, and
Citibank, have long had large and well-respected community development teams, as do wholesale banks
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like Deutsche Bank, Goldman
Sachs, and Morgan Stanley.

The changes in stafhng and
intentionality at Valley National
and Santander have made the
banks more responsive to local
needs. TD Bank, too, is being
recognized in recent years for
having a responsive team that is
open to supporting local projects.

The biggest increases were at
Capital One, once again (63 to
73), and Santander, Deutsche
Bank, Goldman Sachs, and
Morgan Stanley which added
one staff each. Santander
increased the number of staff
in New York City the most.
Chase, Capital One, Sterling,
and the wholesale banks also
added staft located in New York
City. Sterling’s data is combined
with Astoria’s data, so the decline in 2017 is concerning; we would hope the combined bank would lead to
more community development staff over the longer term. Most banks have long had their staff located in
the City, including the wholesale banks where all of their staft are in New York City, as well as Citibank,
Chase, and Capital One which each have a large CD staff located in the City. On the other hand, New
York Community Bank does not have a true community development team, with people dedicated to this
area of CRA. They also maintain their staff in Long Island.

As in all sections, we encourage that banks and bank regulators follow the core principles discussed
earlier, as well as integrate the following recommendations into their CRA related practices:

Banks should increase community development lending and investments, as well as direct substantial
amounts to locally based CDCs and community organizations. Specifically, we urge banks to integrate
the following into their CRA-related practices:

* Continue to increase community development loans and investments, and direct resources
to nonprofit and community organizations that are locally rooted and committed to
permanent affordability, deep affordability, and long-term improvements in their communities.

o In the current climate, banks should particularly look for ways to make up for the
decrease in the value of LIHTC so the burden doesn’t fall exclusively on government and
developers, particularly nonprofit developers.
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* Support the smaller and most effective nonprofit developers with targeted affordable
products to build and preserve affordable housing and create quality jobs. This includes the
following:

o Acquisition and predevelopment costs. The cost of land can be prohibitively high
for nonprofit developers in New York City without additional resources. Banks should
provide capital and equity, grants, “soft loans,” and low-cost lines of credit to acquire
land and cover myriad other predevelopment costs.

o Smaller loans and smaller deals. Often, neighborhood-based CDCs have access to
smaller properties, especially when competing with larger for-profit developers. They
need affordable capital to take advantage of all opportunities to build and preserve

affordable housing.

o Appropriate risk assessment. Nonprofit developers are often charged additional fees
and receive less desirable loan terms because they are seen as riskier than more-resourced
for-profit developers. Banks should consider other factors when assessing risk with
nonprofits. Some factors might include the number of years of experience the nonprofit
has in managing and developing affordable housing, or the percentage of financially
successful projects from their portfolios. Banks could also offer more favorable terms
based on the ancillary benefits to the community that CDCs uniquely provide.

*  Look at the overall impact of the activity with respect to the quality of jobs created, the
quality of housing, and the sustainability of the impact over time. Banks — and regulators — must
ensure that the loan meets the needs of local communities and does not cause harm. Banks
should get higher ratings for engaging in impactful activities. At the same time, regulators
should not give credit for any activity that leads to harm or displacement, and downgrade a bank
if it exhibits patterns of behavior that fuel displacement.

. %re te, and maintain a strong community development team with a presence in New
ork City.

o The most effective reinvestment programs start with strong leadership. Banks should
have a community development team located in or near New York City and be
knowledgeable about, engaged in, and committed to a bank’s CRA programs.

o Some banks have very knowledgeable staff, but they are not given sufhcient resources
or authority. Banks should empower local staff to fully engage in and support the wide
range of community development activities.
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ECONOMIC DEVELOPMENT

New York City’s persistent economic inequality threatens the promise of opportunity in our City. New
York State ranks number one in income inequality, with the top 1% of the population making 45.4
times the bottom 99%. In Manhattan, that rises to 115.6 times.” And in New York City, the inequality
continues to grow. The Independent Budget Ofhice found that in 2014, the bottom 50% of earners
accounted for just 5.6% of total earnings in the City, down from 7.4% in 2006; the median income for
that group also dropped over that same

period,” while the median income for

the upper 50% grew modestly, with the

greatest gains in the top 10% of income

earners.

A recent ANHD report delved into

these trends here in New York City,
demonstrating that the better-paying jobs
in communities of color are less likely to
go to local residents.®! In the Bronx, 58%
of jobs are held by people who live outside
of the Bronx. Just under half of jobs in
the Bronx pay over $40,000 a year, yet
66% of Bronx residents earn less than that
and 28% live below the poverty line. On
the other extreme, in Manhattan, 77%

of workers commute from outside the
borough. 37% of Manhattanites who live
in the borough make less than $40,000.
Racial disparities also persist throughout the city. In Elmhurst, Queens, for example 15% of all jobs are held
by Asian workers, yet 35% of residents are Asian. Similarly, while Latino residents comprise 48% of the
neighborhood population, only 26% of all workers employed in the neighborhood are Latinx. In Jamaica,
Queens, 65% of residents are Black, yet only 35% of the neighborhood workforce is comprised of Black
employees. Unemployment rates for these populations are all higher than White residents, and in these
neighborhoods, they exceed the citywide averages.

Bri

Banks have an opportunity, and obligation, to help address these needs as a key piece of their
CRA activities; however, too often, they fall short or fail to expand their activities beyond
affordable housing. This is understandable, as economic development has long been considered
the most misunderstood and challenging category within the CRA’s categories of community
development. Activities that further equitable economic development are even less understood.
Despite these challenges, there is an increasing push to define activities, and expand CRA
activities to fuel this important work.
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The change towards understanding how economic development activities can be an integral part of

a banks CRA activities is occurring, in part, due to the attention regulators have been putting on this
category in recent years and in part due to new opportunities and emphasis on behalf of nonprofits
and government. Economic development under the CRA can be captured under two main categories:
small business lending, and the economic development category of community development. In
addition, there are activities that contribute to equitable economic development that do not fall under
either category as defined by the CRA (as we discuss in more depth later on). While more needs to be
done, it is important we look at the landscape of these sub-categories and their potentials.

SMALL BUSINESS LOANS

New York City is home to over 1.03 million businesses, of which over 883,000 are “non-employers,”
i.e. businesses operated solely by the owner.”? Of the 237,000 employer businesses, nearly 150,000
(63%) have just 1-4 employees. Access to capital is critical for these small businesses to grow, and for
new businesses to form, especially in under-developed neighborhoods. Small businesses everywhere,
and particularly low-income and women- and minority owned business, continue to face barriers in
accessing financing from traditional banks. As a result, they are often forced to borrow from friends
and family, use personal
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piece of their CRA activities. The credit needs of small

[ E X NN NN ENENENNNNNNENNNNNNNNNNNNNNBEBNNNNNENNNNNNNNNNNNNNNNENENNNNNNNNN] businesses are many and

varied. As in prior years,
there remains strong demand for smaller dollar loans, particularly among the smallest businesses, but the
demand is for traditional loans and lines of credit rather than higher interest, short-term credit card loans.
According to the latest joint Federal Reserve Bank survey of employer firms, 87% of applicants applied
for loans and lines of credit, versus 27% that applied for credit cards. And most firms sought financing of
$25,000 to $100,000, followed by those seeking loans below $25,000%. Similar trends emerged for non-
employer firms, with 77% seeking loans and lines of credit; a higher percentage applied for the smaller
loans below $25,000%.

In 2018, ANHD engaged in an Immigrant Cultural Corridors Initiative, which focused on
understanding the needs of local immigrant small businesses. We collected 83 surveys and conducted 12
focus groups in three immigrant neighborhoods in Queens (Jackson Heights), Manhattan (Lower East
Side / Chinatown) and the Bronx (Kingsbridge).

Of particular note, we found that nearly half (44%) of respondents have no place to access
additional capital for their businesses. Many business owners had applied for loans from traditional
banks in their neighborhoods and were denied, leading them to seek out other, less formal, unregulated
sources of financing. Other top concerns were related to rising rents and a lack of leases, leaving
commercial tenants vulnerable to harassment and displacement.

62 Census Quickfacts

63 hteps://www.fedsmallbusiness.org/medialibrary/fedsmallbusiness/files/2018/sbcs-employer-firms-report.pdf

64 hteps://www.fedsmallbusiness.org/medialibrary/fedsmallbusiness/files/2018/sbcs-nonemployer-firms-report.pdf
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The Central Brooklyn Reinvestment Working Group also surveyed nearly 70 small businesses and
uncovered similar challenges to the Immigrant surveys

- Over two thirds faced financial challenges in the previous year. Their top challenges were
having funds to pay for the expansion of their business/pursuing other opportunities and paying
operating expenses. Both of these would include paying rent.

- Almost half are relying upon personal and business credit cards to finance their businesses.

- 78% did not apply for financing in the previous year, and of those a quarter didn’t apply because
they doubted they would be approved. Yet, only a third said they had sufhcient funding.

In general, loans that are evaluated under the CRA as conventional small business loans cannot be
considered as community development loans. These “small business loans” are defined as business loans
of one million dollars or less; business loans over one million dollars can be considered for community
development credit. CRA regulators evaluate small business loans on: 1) the percentage of loans within the
assessment area; 2) the distribution of loans within low- and moderate-income census tracts; 3) the percentage

of loans to “small businesses,” defined by having gross annual revenues of one million dollars or less; and 4)

the distribution of loans by loan amount (less than $100,000, $100,000-$250,000, and $250,000-$ 1 million).
This data is extremely limited with regards to the loan type, outcome, borrower, and location. For some
types of loans, particularly credit card loans and some renewals, banks may not consider revenue size in
their underwriting, and they are not required to do so for any loan. Traditional loans and lines of credit
are more likely to use revenue size and given that revenue size is the only data we have available to
determine a loan to a smaller business, we believe those loans are a better indication of a bank’s record
of small business lending. All types of loans are important, but lending to smaller businesses must carry
more weight, thus this report evaluates loans to small businesses and their distribution within low- and
moderate-income census tracts. ANHD was looking forward to the implementation of Section 1071 of
the Dodd-Frank Wall Street Reform Act, which requires lending institutions to collect and disclose more
data on small business lending, akin to what HMDA provides for home mortgages.®® Unfortunately,
with the change in leadership at the CFPB, Section 1071 has not yet been implemented and there are no
indications that they will any time soon, if at all.

COMMUNITY DEVELOPMENT LOANS, INVESTMENTS, AND GRANTS

Under the CRA, loans that are not evaluated as standard small business loans, as well as investments and
grants can get community development credit under the economic development category if they meet both
a “size” and “purpose” test.

B To meet the size test, the loan must finance, directly or through an intermediary, “small
businesses,” as defined by (1) Small Business Administration standards, or (2) revenues of one
million dollars or less. The new Q&A guidance broadens the definition of “financing” to include
technical support that helps a business access financing.

B To meet the purpose test, the activity must promote economic development by supporting
permanent job creation, retention, and/or improvement for persons who are low- to
moderate-income, or in low- to moderate-income geographies, or in areas targeted by
governments for redevelopment. Certain investments in intermediaries that support new
businesses, and activities that provide technical support and promote workforce development also

66 HR 4173 of 2010, Section 1071
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qualify, regardless of income, also meet the purpose test. There are also some specific loans and
investments that automatically meet this purpose test, such as New Markets Tax Credits, Small
Business Investment Corporations (SBICs), and Community Development Financial Institutions
(CDFIs) that finance small businesses.

THE NEED TO ASSESS EQUITABLE ECONOMIC DEVELOPMENT

As part of this context, it is also key to understand that ANHD believes that equitable economic
development—which goes beyond expanding the tax base and beyond simply creating and preserving
jobs is a more refined and effective way to understand a banks role in this CRA area. Equitable economic
development is about what jobs are being created and who specifically is being served. Equitable
economic development is about creating the systems and environments to create a stable middle
and working-class employment base and workforce that creates a meaningful path to the middle
class. It ensures that these systems and opportunities are extended intentionally to the low-

and moderate-income and underserved communities that need them most through targeted
strategies for quality job creation, small business development, and workforce development and
placement. This can include financing manufacturing or retail space for nonprofit developers, financing
for businesses that partner
with government on

Equitable economic development is about creating local hiring and training
the systems and environments to create a stable ~ opportunities, and

. . technical support for
middle and working-class employment base and

: immigrant businesses to
workforce that creates a meaningful path to the build credit and access

middle class. It ensures that these systems and financing, among many
opportunities are extended intentionally to the other methods. In fact,

. one area that ANHD
low- and moderate-income and underserved has placed considerable
communities that need them most through emphasis on over the past
targeted strategies for quality job creation, few years is preserving

. and revitalizing New
small business development, and workforce York City’s industrial
development and placement. and manufacturing

sector, which provides
well-paying jobs for
communities of color. ANHD is committed to protecting and growing these jobs by protecting
manufacturing zoned land across the city and by creating innovative financing tools to assist nonprofit
industrial development.

While “equitable economic development” is not defined within the CRA, and therefore not specifically
assessed with the context of, the CRA’s “economic development” tests, banks should recognize these key
points. Many loans that qualify under the CRA’s definition of “economic development” do not support
equitable economic development, and therefor are not truly helping the population the CRA aims to
serve. Conversely, activities that we believe support equitable economic development, but do not qualify
for economic development credit may be assessed within another CRA category, such as neighborhood
revitalization and stabilization or community services. ANHD believes that the failure to explicitly define,
and reward investments targeted toward equitable economic development is a missed opportunity.
Equitable economic development can encompass multiple sectors and strategies, and all should form part
of a bank’s economic development evaluation under the CRA.
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Now is the time for government, developers, nonprofit organizations, and banks to take the same
strategic intentional approach to economic development that has been taken for housing to develop the
tools and resources needed to support New York City’s businesses and workers in an equitable way

e Banks that make small business loans have an obligation to lend equitably to small businesses,
particularly businesses owned by lower-income people, people of color, and immigrants.

This means significant bank lending to small and micro businesses overall and in lower-income tracts.
Banks should offer and athrmatively market responsible affordable products for the wide range of
businesses in New York City. They should emphasize traditional loans and lines of credit, which are
more impactful than high-interest, short-term credit card loans.

Banks should also partner with nonprofit organizations to help businesses access financing
through second look programs, product development, financial education, credit building products and
support, alternative forms of credit, and other technical supports. They should also provide additional
support for immigrant businesses by providing services in local languages, accepting the IDNYC and
other forms of identification, and being sensitive to local cultures.

* Both Quantity and Quality matter in fostering Equitable Economic Development.

The trend of low wages and income inequality will only increase if the fastest-growing jobs pay low
wages, such as in the retail and service sectors, and if low-income, minority, and immigrant populations
continue to face barriers to better paying jobs.

Banks should increase their capacity to support economic opportunities in New York City. While not all
activities that promote economic development will meet the strict “size and purpose” test, the expanded
definition in the new Q&A should capture more activities under this category, which emphasizes the
critical need to support small businesses. And regardless of the category, the outcomes and impact are
most important.

While not an exhaustive list, these strategies would have a lasting impact on New York City:

- Increase the volume and dollars of community development loans, investments, and
grants dedicated to equitable economic development.

- Prioritize high quality jobs by looking more closely at the impact of the activity on
the businesses and the jobs created, preserved or improved. This includes wages, workforce
development, benefits, targeted hiring strategies, and supports for small businesses.

- Partner with nonprofit developers, organizers, lenders, and service providers to develop
products and programs that will have the greatest impact. This includes funding research and
capacity building as well as creating open lines of communication to understand trends, solicit
feedback, and share industry expertise.

- Partner with nonprofit developers to develop and manage affordable space for
manufacturing and other small businesses. The Industrial Developer Fund, and related
Urban Manufacturing Accelerator Fund, are two prime examples of new tools to support this
growing industry.

- Invest in CDFIs and credit unions that have strong track records of working with, and lending
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to, businesses run by people of color, women, and immigrants. This should include loans,
deposits, EQ2’s, and other investments and grants to support these important institutions.

- Dedicate staff that are knowledgeable about, and focused on equitable economic
development, and who are empowered to make strategic decisions to work alone and in
collaboration with other financial institutions and government.

* Small loans to businesses increased 4.3% citywide overall and 1.6% in LMI tracts; banks in
this study lagged citywide trends.

e The volume of small business lending citywide increased 18% overall and 12% in LMI
tracts, with dollars increasing 32% in both categories. Among banks in this study, the
number of loans increased 53% overall and 41% in LMI tracts, and the dollars loaned
increased closer to 60%. However, removing Chase’s credit card loans, small business
lending actually declined citywide and among banks in this study.

In 2017, small businesses loans (loans to businesses with revenues under one million dollars) among
banks in this study increased at a much higher rate than loans citywide, increasing 53% versus 18%
citywide. However, when we remove the credit card loans from Chase, the numbers are much closer
year-to-year, and actually went down — down 10% versus 8.4% overall, and they declined 15% in
LMI tracts among banks in our study and by 13% citywide. Lending increased from 2014 to 2017, up
29% among banks in our study and 16% citywide, and up 40% in LMI tracts vs 14% citywide. Not
surprisingly, average loan sizes are higher without the credit card loans, too, but of course the other
figures include other banks with large volumes of credit card loans, such as at Capital One, Citibank,
HSBC, and Wells Fargo.

91



92

THE STATE OF BANK REINVESTMENT IN NEW YORK CITY: 2018 | ANHD

The biggest lenders - Bank of America, Capital One, Chase, and Citibank - each do a considerable
amount of credit card lending. A total of 89% of Capital One’s business loans and 97% of loans to small
businesses were done through its credit card afhliate. At Chase, 93% of all small loans to businesses and
96% of loans to small businesses were done through the credit card athliate. The percentage of dollars
loaned by the credit card banks are lower because the loans through the retail bank are larger. Chase
had not previously captured revenue size in its credit card loans, making it impossible to know how
many of those loans were to small businesses. We appreciate that they now do report that data. 56% of
their credit card loans went to small businesses, and 67% of dollars loaned did, whereas just 30% of their
bank loans were to small businesses and 11% of dollars loaned. Roughly a third of the credit card small
business loans were in LMI tracts. A commonly used indicator of a credit card lender is one in which
the average loan size is below $10,000. Both Capital One and Citibank again meet that criteria for small
business loans. Both exceed that for all small loans to businesses, but are still the lowest among all lenders
in the study ($20,725 for Capital One and $12,408 for Citibank). TD Bank was next, that with an
average of $26,289, and their average loan size for small businesses was lower at $20,353.

Among the larger volume lenders (lenders that made over 1,500 small loans to businesses), only Chase,
Santander, TD Bank and HSBC increased the number of loans to small businesses from 2016 to 2017.
But, for Chase and Santander, the numbers are misleading. For Chase, it is because they now record
revenue size for their credit card loans. Their bank-originated small business loans declined 10% from
2016 to 2017. For Santander, the bank retroactively analyzed their 2018 loans and updated the number
of small business loans, which are not reflected in the FFIEC data. Prior years may have been at similar
volumes. Using the publicly reported numbers, their lending declined 13% by volume and 40% by
dollar amount. (FFIEC reports 196 loans to small businesses, and the updated numbers provided by the
bank record 964 loans). All of the larger lenders, except Wells Fargo and HSBC, are above 2013 lending
levels. Chase’s bank loans are also up from 2013. We are pleased to see the year-to-year increase at
HSBC after many years of decline, but they are still below 2013 levels.
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TD Bank and Citibank made the highest percentages of their total small loans to small businesses with
revenue under one million dollars — 81% and 78%, respectively, followed by 65% at Wells Fargo. A
total of 51% of Bank of America’s loans were to small businesses, down from 57% in 2016.

Only four of the small to middle volume lenders increased their lending in 2017. Signature’s lending
increased the most, over double from 2017, and well above the 82 in 2015, but still well below 2013 and
2014 levels when they made over 800 loans each year. Valley National increased considerably, too, up
56% in 2017 and at their highest level in five years. M&T’s loans were largely flat, with just one more
loan than the prior year.

New York Community Bank’s lending declined again down to 87 loans from 97 in 2016. Their lending
is more relationship based and likely to fluctuate over the years, depending on the size of loans made and
demand among existing customers — they don’t have a retail business banking presence. Given their

pull out of the 1-4 family lending entirely, we would like to see them put more emphasis on consumer
small business lending — they have the branch network and business clients to support such a move and it
would help them better serve their customer base.

We also observed some progress in how banks are supporting small businesses in other ways. For
example, TD Bank has long had a second look program with Accién, and in some areas includes

other local CDFT’s in its declination letters. In this way, they are able to refer declined borrowers to
more reputable sources, rather than less online lenders, which are more likely to be higher cost and
predatory in some cases. Valley National Bank is in the process of developing a similar program with
other nonprofit lenders and has also been working on their small business lending products. Citibank
has long supported New York City’s small business services centers as well as organizations that work
directly with small businesses, particularly immigrant businesses. Goldman Sachs’ 10,000 small businesses,
and Santander’s support for non-traditional education programs for business owners are other ways

to develop their skills and help them grow to the next level. Many banks also have supplier developer
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programs. While not technically eligible for CRA credit on their own, they are a way to support local
minority- and/or women-owned business enterprises.

A number of new CRA plans in 2017 and into 2018 include small business lending and support as key areas:

- Santander’s new “Inclusive communities” CRA plan places emphasis on small businesses and
economic development on a variety of levels, including direct lending, partnerships with CDFI’s,
technical support, and community development loans and investments.
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- New York Community Bank’s 2017 CRA pledge includes a new $2M EQ?2 investment
specifically for small businesses, and will be implementing a referral program for potential
borrowers who don’t qualify for their set of products, which are not geared towards very small
businesses.

- Chase’s $20 Billion commitment, announced in 2018, includes new small business bankers,
additional $4 billion in small business lending, and additional resources to support small businesses®.

* Dollars invested in economic development declined in 2017, and are down from 2013.

* Banks that dedicate resources and form partnerships with the nonprofit community had a
greater impact on promoting equitable economic development.

QUANTITY

In 2013, the banks in this study reinvested $1.05 billion towards economic development, which we
quantify as small business loans in low- and moderate-income tracts and community development
loans, investments, and grants that fall under the economic development category under the CRA. In
2014, ANHD challenged the banks in this study to increase economic development dollars collectively
from 2013 levels by $1 billion in these categories, as well as other investments that may not fall under
that category but contribute to quality jobs. While it is difhicult to measure the quantity outside of that
category, we called for the majority to fall within it.

67 hteps://www.jpmorganchase.com/corporate/news/pr/multi-billion-investment-employees-local-economies.htm
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After a few
years of
increases,
investment
in economic
development
decreased in
2017, down
$379 million;
ora $513
million decline
without
Chase’s credit card loans. This is after an increase of $205 million in 2015 and $421 million in 2016.
However, dollars are not much higher than they were in 2013 overall, up 7%, and actually declined
6% without the credit card loans. The sharpest declines in 2017 were in CRA-qualified investments,
followed by community development loans and then grants.

The amount loaned for economic development decreased from $1.2 billion in 2016 to $628 million in
2017. This is below the amount loaned in every year since 2013, except for 2014. On average in 2017,
Just over 20% of loans by volume and dollar amount were for economic development, down from 26%
and 23%, respectively in 2016 (and over a third in 2015). When including multifamily community
development loans, the percentages in 2017 were 7.6% (volume) and 6.6% (dollar), down from 9.7% and
8.5%, respectively. The average percentage of CRA-qualified investment dollars went from 15% to 9%,
but the percentage by number of investments went from 9.5% down to 0.4%. The median remained at
0% because most banks did not have any investments in that category.

At the smaller commercial banks, much of the changes in community development lending is driven
at least in part by loans that get credit based on the location of the loan, rather than the type of jobs
created or the impact on low- to moderate-income people. It was more a reflection of a changes in the
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market, rather than intentionality around equitable economic development. And the drop in 2017, seems
similarly related, as the steepest drops are at New York Community Bank, Sterling, and Signature, all
commercial lenders. Other lenders declined, too, but not by nearly as many loans. The dollars declined
the most at New York Community Bank, followed by M&T and then Signature.

We do also see loans to CDFI’s for small business loans and other investments in projects that are leading
to job growth. But, overall, very few economic development loans are to nonprofits, which are likely to
have a large impact than loans to for-profit businesses, especially those without an intentional strategy to
grow or retain jobs, hire locally, and/or pay living wages.

The average percentage of grants by volume to economic development was fairly steady at 20%; In
2017, an average of 19% and a median of 12% of grant dollars went towards economic development, up
from 17% and 11%, respectively, in 2016.
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QUALITY

As in all community development lending, particularly economic development, the impact is
crucial. A loan to finance a retail center in a low- to moderate-income tract that happens to
employ low-wage workers is much less meaningful than a business that hires locally, pays living
wages, and offers opportunities for advancement to underserved populations. We appreciate that
the 2016 CRA Q&A document revisions placed a stronger emphasis on the latter, but the CRA still
allows for both, nevertheless. In fact, regulators added categories that do not require any impact on
low- and moderate-income people or neighborhoods, which makes it all the more important for the
regulators to pay attention to the impact as much as, if not more so, than the location of the loan or
investment.

Similar to trends throughout all areas of community development, grant making to support access to
jobs and supports for small businesses declined in 2017, as did many loans and investments. But, we
did see evidence of impactful grants to support workforce development, financial literacy, and access
to capital. Through its “Pathways to Progress” program, Citibank continues to support programs to
prepare youth for college and careers. They also support many local immigrant-led and community-
based organizations that are working with small businesses to access capital, expand, and create new
jobs. Citibank also created the Urban Manufacturing Accelerator Fund (UMAF) with ANHD and
New York City’s Economic Development Corporation to prepare local nonprofit developers to access
the new $150 million Industrial Developer Fund that was designed to create and improve space for
industrial manufacturing businesses throughout New York City. Capital One has invested in a number
of meaningful efforts to help increase access to capital for small businesses and entrepreneurs, including
credit and asset building programs at Chhaya CDC and small loans given through the Business Center
for New Americans.

Fewer banks make loans that support meaningful access to jobs, be it through business loans and lines of
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credit or real estate loans. Most banks made fewer than 10 loans in this category. Signature made well
above that, and New York Community Bank has in the past, but both seem more related to commercial
business in areas that happen to qualify for credit outside of affordable housing, be it economic
development or neighborhood revitalization. While access to credit in low-income areas is important,
these types of CRA-qualified loans often have little attention paid to the quality of jobs or connections to
nonprofits that will help connect people to quality jobs.

However, some banks are doing more. Only a few banks use New Markets Tax Credits (NMTCs)
which can be a valuable tool to support quality jobs. Chase and Citibank made NMTC investments in
2017. Valley National has made loans and grants to a number of nonprofit lenders and has also provided
technical assistance to businesses through the Business Outreach Center. As mentioned in prior reports,
Deutsche Bank’s Working Capital program expanded in 2014 to include economic development,

in addition to its traditional housing focus. This well-respected program is comprised of grants and
“recoverable grants” (zero interest loans) to support community development projects; it is one of the
few that helps with acquisition and pre-development costs. Three of its recipients were devoted to job
creation in 2017, including a co-working and small business training center; a social enterprise coffee
shop providing career pathways and skill building for low-income youth; and a food business incubator
program. TD Bank continues its partnerships with Accién, as mentioned in the prior section. They also
outlined measures they are taking to approve more loans below $100,000 and plans to support NYC'’s
Contract Finance Loan Fund for venders certified to do business with MWBE’s.

Goldman Sachs continues to place a strong emphasis on economic development as part of their strategy,
although the loans they report were not classified as such, perhaps because they fell under other
categories such as neighborhood revitalization or community services. They continue to provide loans
to CFDIs and other mission-driven over the years. As part of their 10,000 Small Businesses initiative,
they continue to support CDFIs that lend to small businesses, many of which are immigrant-led and
minority- and/or women-owned business enterprises. Goldman Sachs also funded ANHD’s Immigrant
Cultural Corridors initiative, which surveyed the needs of immigrant-led businesses.

Dime made small business loans for the first time in 2016 with 32 loans, but only made four in 2017.
Ridgewood recently became an approved Small Business Administration (SBA) lender, but still hasn’t
made any direct loans yet. They offer loans through a referral partner, NewTek. We encourage both
banks to lend, and also to implement a second look program and referrals to nonprofit CDFI’s.

REGULATORS SHOULD

* Place the highest emphasis on activities that benefit lower-income workers and
neighborhoods with quality jobs. Despite removing the word “currently” in the Q&A, a bank
could still get credit for supporting low-wage jobs. Regulators can also provide tools to more
readily determine if a particular deal meets the “size and purpose” test under the CRA.

* Promote high quality jobs in community development lending and investments by looking
more closely at the quality of the business environment and the jobs created, preserved, or improved
to gauge their impact. This includes wages, workforce development, benefits, hiring strategies, and
supports for small businesses that create quality jobs. Not all CRA activities that promote economic
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development will meet the strict “size and purpose” tests, but could have a meaningful impact on the
types of jobs created and preserved.

Uphold the original spirit of the law by requiring benefit to low- and moderate-income
people and communities. Two major areas of the “purpose test” — investments in intermediaries
supporting new businesses and additional technical supports — do not require any benefit to LMI
people or geographies. Though the existing elements of the purpose test are also important, activities
that do not benefit underserved populations — or worse, lead to their displacement — should nor
receive CRA credit.

Raise the need for quality jobs in the performance context; include economic development
organizations in the Community Contacts; benchmark the percentage of loans, investments,
and services to each category of community development; and highlight best practices in the
PE and CRA literature. One of the best ways for banks and the community to understand what
qualifies for CRA credit and what is important to regulators is through the bank’s CRA exams as
summarized in the Performance Evaluation (PEs).

Give extra CRA credit for equitable economic development activities. As indicated in the new
CRA guidance, activities that give low- to moderate-income individuals and other underserved
communities access to quality jobs and a path to the middle class should be considered responsive and
possibly innovative.

Provide more scrutiny of loans that automatically get CRA credit for economic development
to ensure they are truly creating quality jobs and economic opportunities to the people and
communities that need them most, focusing more on the people and less on the place.

BANKS SHOULD

100

Develop a well-resourced, high capacity community development team that understands
economic development. Commit to working with all stakeholders to develop a coordinated set of
financing vehicles, resources, and expertise that can be tapped into by developers, lenders (CDFIs
and CDC:s), and small businesses themselves.

Devote more dollars towards equitable economic development through community
development loans, investments, and grants in order to bring the local bank reinvestment industry
more in line with the national average and raise the bar nationwide.

(1) Dollars for community development loans, investments, and grants towards economic
development as well as any activities that fall under other CRA categories but still support quality
jobs and increased economic opportunities through local hiring, workforce development, and
small business supports.

(2) Additional dollars for small business loans overall, and in LMI tracts, with particular emphasis
on loans to women- and minority-owned small businesses and immigrant entrepreneurs as well
as affordable smaller dollar loans to micro-enterprises.

Ensure that economic development loans, investments, and services have an intentional
strategy to create, preserve, and improve quality permanent jobs.

Provide direct financing as well as capital and expertise to public-private partnerships that
lead to the development of affordable manufacturing space. This may happen through existing
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or new financing mechanisms. Banks should make an extra effort to provide financing to nonprofit
developers of industrial space where jobs are more likely to pay wages that can benefit low- to
moderate-income community members.

Increase traditional small business lending in low- to moderate-income census tracts and to
smallest businesses. This would include increasing access to affordable loans and lines of credit;
considering alternate forms of credit; providing flexibility for long-standing businesses that hit
upon hard times; creating products that match sector needs; hiring loan staff that can do intentional
outreach in low- to moderate-income and immigrant communities; and implementing a “second
look” program that refers declined borrowers to alternative lenders who can provide loans and
technical assistance and help businesses enter the banking mainstream in the future.

Provide both capital and philanthropic support to nontraditional lenders, CDCs, and Local
Development Corporations that support these businesses to supplement traditional bank
lending, These institutions incorporate “high-touch” models that provide extensive support to
borrowers; they also provide one-on-one support training, workforce development, and resources
to help small businesses operate more efhciently and effectively. Banks can also provide in-
kind support, such as mentoring, training, financial literacy, and skills-building for small
businesses and nonprofits serving them.

Offer credit-building products and provide support for nonprofits that provide financial
education and help small businesses prepare to access credit to help more businesses access financing.
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PHILANTHROPY / CRA-
ELIGIBLE GRANTS

Nonprofit community development organizations, including community development corporations
(CDCs), work on the ground to respond to the needs of the low- and moderate-income, immigrant, and
minority communities in which they work. These groups are mission-driven to serve their communities
with activities across the community development spectrum, including building and preserving
affordable housing, creating and preserving quality jobs, and increasing access to credit and banking.
Many do all of this and more.

One way that financial institutions can receive CRA credit as well as support the good work of these
nonprofit community development organizations is through CRA-eligible grants. These grants are
technically considered “investments” under the CRA, and they are evaluated under the investment test.
Because of both (1) their relative small size to other larger investments, such as tax credits and bond
purchases, and (2) their significant importance to low- and moderate-income communities that the CRA
seeks to support, we analyze grants separately in this report.

Banks and their foundations support a wide variety of organizations from schools, to arts and culture, to
affordable housing and more. CRA-eligible grants in particular must support “community development”
grants, which are defined by the law to increase access to affordable housing, provide community
services, promote economic development, and revitalize or stabilize communities. These grants must be
qualified by regulators, similar to other categories of loans and investments submitted for CRA credit. In
this report, we also analyze the percentage of grants going to neighborhood-based organizations. These
are the local organizations, including but not limited to CDCs, which are working on the front lines
with people most in need. We place a high emphasis on partnering with such organizations.

CRA-eligible grant making is a critical source of funding for many community development
organizations. Banks should implement strategic programs informed by these principles in order to
best support these organizations in carrying out their missions to serve and empower low-income,
immigrant, and minority populations throughout New York City.

* Banks should sustain or increase grant-making each year.

Nonprofits respond to urgent community needs within their communities and citywide consistently.
They rely on stable funding in good times and bad to carry out their missions. Given the persistent
threats of major cuts to funding — many likely to become a reality — coupled with changes in the tax
law that could reduce financial incentives for people to donate, banks should make an effort to sustain
or increase grant making each year, regardless of deposits or profits. CRA loans and investments can
go to for-profit or nonprofit entities and are paid back to the bank with interest. Grants are unique in
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that they only go to nonprofits and they are not paid back. Grants demonstrate a commitment to the
community development movement by providing capital to the organizations who are working on
addressing the affordable housing and economic development needs of the low-and moderate-income
populations that the CRA was made to support. While grant dollars are lower than most other CRA
reinvestment, the impact of those dollars can be huge.

The banks that take this most seriously dedicate closer to 0.03% of local deposits towards grants. For a
bank like Capital One, for example, with over $26 billion in deposits, their .038% of deposits translates into
over $9.8 million in grants, but for M&T, with $3.7 billion in local deposits, the same percentage equals
$1.42 million. Ifall 18 banks that reported their grants in 2017 collectively were to make 0.03% of their
deposits in grants, that would result in $288 million in grants, well over the $72 million reported in 2017.

* Neighborhood-based organizations play a critical role in strengthening communities and
meeting local needs.

Neighborhood-based organizations are locally rooted, working on the ground to empower their
communities and improve their neighborhoods. Giving directly to neighborhood-based organizations
demonstrates an intentional commitment to New York City neighborhoods. Grants to these
organizations would support the wide range of community development activities, including but not
limited to financial literacy, home purchase counseling, foreclosure prevention, workforce development,
housing development, small business loans and supports, and community organizing.

General operating funds are particularly valuable as they give organizations the flexibility they need to
carry out their missions day-to-day and respond to new and emerging needs. One challenge nonprofits
like ANHD members often face is the changing nature of grant priorities. The work our members

do - from specific projects, such as building and managing affordable housing and providing financial
services, to longer-term organizing for social change — takes time and requires funding that will support
staff and resources over the long-term. More, it requires funding that is flexible enough to understand
the ebbs and flows of the nonprofit work. This may not be flashy, but it is proven to be effective. Multi-
year funding and general operating support are two ways that banks can demonstrate their commitment
to the grassroots community development and organizing work CDCs do so effectively.

* Effective community development philanthropy requires a multi-pronged approach.

Community development grant-making is about the dollars invested and the intentionality behind those
dollars. Grant dollars are much smaller than other CRA-qualified investments and loans, but their impact can
be magnified when deployed in a thoughtful manner. Banks that adopt these principles for at least some of
their grant-making have an impact on community development that goes beyond just the dollar amount.

*  Work closely with the nonprofit sector to truly make community development grant making
as impactful as possible. As with all areas of a bank’s CRA activities, banks should be in regular
communication with the nonprofit sector to understand the greatest needs and latest trends. This
would inform any new grant making strategies and programs and ensure that any changes are well
understood and create the minimum negative impact on current or future grantees.

*  Be accessible through a transparent proposal process. Current and potential grantees should readily
understand how to apply for a grant from any bank foundation. The guidelines, process, and timeline should
be laid out clearly. Current and potential grantees should have access to decision-making staft who can help
them through the process to understand the process and funding decisions, including whether the grant is
approved or denied. A Request for Proposal (RFP) is often an effective strategy to reach potential grantees.
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* Be highly intentional with a specific theory and goal underlying the grant making, Banks
cannot meet all community development needs through their loans and investments or their grants. In
order to maximize impact, they should build upon their relationships with the nonprofit sector, coupled
with the bank’s own expertise and business, to develop programs that are strategic and impactful.

* CRA-eligible grants decreased in volume in 2017, but dollars increased slightly. The
average grant size increased once again. The trend of consolidation — larger grants to fewer
organizations — continues, but not at the same scale as in prior years.

CRA-eligible grant dollars increased 2.7% in 2017, less than the 8% increase in 2016, and following

a slight decline in 2015. The number of grants declined 8%. The average grant sizes over the years
match the larger trend we have been seeing, wherein many banks are giving larger grants to fewer
organizations. The average grant size per bank went from $29,954 in 2014 up to $42,497 (averaging
the average grant size for each bank). But year over year, the increase is less in 2017 than in prior years,
indicating that the trend is leveling off. Looking at the total average (total grants divided by total grant
dollars), the average grant increased less, from $39,617 to $43,482.

Most banks continue to dedicate less than one tenth of one percent of their local deposits to grants.
Banks that take CRA most seriously dedicate closer to 0.025%-0.033% of local deposits to CRA-
eligible philanthropy, including Capital One and M&T Bank. Citibank comes close, once again, at
.022% of deposits, up from .018% in 2016. The drop in 2016, was mainly due to a large increase in
deposits, so the increase in 2017 is positive, indicating a larger grant budget. Similarly, New York
Community Bank had been close in the past, but also had a jump in deposits in 2016, bringing them
down to .013% of deposits that year. They increased to .015% in 2017. We are pleased to see the steady
increase at Santander, from $703,500 (.007%) in 2015 to $1.5 million (.013%) in 2016 and up to $1.96
million (.020%) in 2017.After a sharp drop, TD Bank is up again in 2017 to $3 million, which is 0.015%
of deposits. This is due partly to their signature grantmaking program that provides $125,000 to four
neighborhood-based organizations. That is a cyclical grant.

On the other end of the spectrum, Bank of America and Chase continue to dedicate less than 0.01% of
deposits. We recognize that Chase’s deposits are so much larger than any other bank (for example, $487
billion, versus Citibank’s $91 billion and Bank of America’s $66 billion) and thus are not likely to come
close to the same benchmark. However, their grant-making dropped in 2017 to $7.9 million, down
from $9.9 million in 2016, and still below the $10 million in 2014. Whereas Bank of America’s grant-
making budget has been low for the past five years, and largely declining, from a high of $3.8
million in 2011 down to $2.58 million in 2017. For a bank of this size and presence in the city,
that is really unacceptable.

At most of the smaller banks, the percentages are much lower, well below 0.01%. Valley National’s grant-
making continues to increase as they implement their CRA plan. They reached $240,350 in 2017 and
$236,250 in 2016, up from $66,000 in 2015 and $50,000 in 2014. Apple Bank reported a sharp increase in
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the number of grants, and a smaller increase in dollars in 2016 and a slight increase in both in 2017. New
York Community bank decreased the number of grants, while the dollars granted increased 23%.

Among the wholesale banks, Deutsche Bank, once again made the highest percentage of deposits to
grants, reaching 0.020% in 2017, up from 0.016% in 2016. This year, Goldman Sachs surpassed Morgan
Stanley in the percentage to deposits, as their grant-making increased to $11.54 million (0.013%),
whereas Morgan Stanley’s declined from $5.2 million to $4.3 million (0.009%). Morgan Stanley’s grants
have been steadily declining over the years, from over $7 million 2011 through 2013. $4.3 million is

the lowest level since then. Absent an overarching community development focus in grant making,
Goldman Sachs’ level of CRA-eligible grants fluctuates widely from year to year. However, we must
note that Goldman Sachs brought back their community development grant, which is more targeted,
well-respected, and beneficial to the community development movement.

ANHD members have noted over the past few years that banks had been changing their grant making
strategies, and that fewer grants were going to larger organizations. These trends continue to be
reflected in the data, but it has leveled out some since 2014 and 2015. The number of grants increased
in 2016 by 4.3% and declined 8% in 2017, but the dollar amount increased more (up 8.4% in 2016 and
2.7% in 2017).

Looking at total grant dollars divided by the total number of grants, the average grant size increased
modestly from $38,933 to $43,482. Among banks for which we have data in all four years, the average
of the average grant size per bank went from $29,945 to $43,362. At the largest retail banks, the jump
was much sﬁar er. We have data all four years from Bank of America, Capital One, Chase, Citibank,
M&T, SantandIe)r, and TD Bank, where it went from $47,362 in 2014 to $70,638. The biggest increase
was from 2014 to 2015, where it went from $47,362 to $62,253. But when taking the total dollars over
total number of grants, the jump was largest from 2016 to 2017, from $51,813 to $60,231.
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We see this
within individual
banks as well.
While the dollar
amount stayed the
same or increased
in many of these
large banks, the
number of grants
from the biggest
donors — Bank of
America, Capital
One, Chase,

and Citibank

— decreased in
2014 and 2015,

some into 2016 and 2017. The number of grants at Capital One declined each year from 2014-17, while
dollars increased through 2016, and declined slightly in 2017. Chase’s grants increased slightly in 2016
and 2017 but are still well below 2013 and 2014 levels. The dollars granted increased in 2016 but went
down again in 2017 to $7.9 million. Their average grant size was nearly $130,000, second only to
Citibank at $194,124. Bank of America’s grant budget had been static at around $3 million; the number
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of grants dropped sharply in 2015 from over 60 to 45 and stayed there in 2016. In 2017, they made 50
grants, but the dollars dropped one again, to $2.6 million. We saw this same shift earlier at Citibank, but
they have been fairly steady each year from 2014 through 2016. The number of grants declined again in
2017 while dollars went up.

Grant making patterns are not as clear among the smaller banks; they tend to fluctuate more in both
number and dollar of grants, as they typically do not have the same community development structure
as we see at the larger banks. In general, changes at these banks are due more to who applies in any
given year and existing relationships, rather than a change in strategy. With that said, Valley National’s
grants have been increasing steadily following the CRA plan and their efforts to build up their
community development team in a more intentional way. BankUnited, too, has a dedicated community
development team that supports community development grant making. Dime has been investing in
neighborhood-based organizations more in recent years too.

*  Grant making to neighborhood-based organizations decreased in volume, but increased in dollars granted.

Among the banks that provided this data, the number of grants declined 43%, but the dollars granted
increased 43%. Much of that was driven by a large grant Goldman Sachs made to a Harlem-based
organization. Excluding Goldman Sachs, the increase in dollars was more modest from 2016 to 2017,
but still significant, up 13%.

Citibank’s grants to neighborhood-based organizations had been increasing in recent years; in 2017, the
number declined by just two grants, while the dollars increased greatly (from 40 at $3.1 million to 38 at
$4.6 million). M&T Bank and Santander had also been increasing in prior years; M&T’s declined in 2017,
while Santander increased the number of grants by 10 and the dollars remained the same. Santander has
been picking up their CRA activity overall in the past few years and we are pleased that along with the
increase, roughly half of their grants continue to go to neighborhood-based organizations by number of
grants; the percentage by dollars is lower. Chase does not report on its grant making to neighborhood-
based organizations, but anecdotally, we hear from local groups that it has been harder to get grants from
the bank as more decision are made centrally. While Capital One is known for working closely with
CDC:s and other local organizations, through grants, loans, and investments, we note that just 15% to 17%
of their grants have gone to NBOs in the past three years, and just 7% - 9% by dollar amount.

The smaller banks tend to dedicate higher percentages of their grants to local organizations. Only
NYCB, BankUnited, and Sterling were below 50% by volume and BankUnited was close at 42%. Dime
surpassed 50% for the first time in 2016, and that rose to 73% in 2017, demonstrating a change to give
grant dollars more intentionally to local neighborhood-based community development organizations.
Grants to NBOs declined at Sterling, from 40% in 2015 down to 22% in 2017. This is disappointing
given Astoria’s history of supporting local organizations, although that had been declining as well over
the years. Valley National Bank’s grant making continues to increase, as does its percentage of grants

to NBOs, reaching 25 grants (58%) and nearly $88,000 (37%), up from 12/ $66,500 the year before.
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Among the wholesale banks, only Deutsche Bank and Goldman Sachs report this data. Deutsche Bank
continues to be recognized for their commitment to local organizations, but still only 25% of their
grants were to neighborhood-based organizations, up from 20% in 2016 and the same as the 25% in
2015. At Goldman Sachs, just 21% did in 2017 and 44% by volume, but the volume was driven by that
large grant already mentioned.

* More banks are adopting best practices for community development grant making, but
smaller nonprofit organizations still struggle to access grants.

A few banks stand out as collaborating with the nonprofit sector in identifying priorities and creating
programs. Citibank has long been a leader in this area. They consistently fund affordable housing and
organizations working with immigrant populations, and in more recent years, they have been expandin
to encompass more around equitable economic development. For example, in 2017, Citibank launched
the new Urban Manufacturing Accelerator Fund (UMAF) program to help nonprofit developers access
the New York City Economic Development Corporation’s Industrial Developer Fund (IDF). The

IDF was developed to provide capital to acquire and develop urban manufacturing space that will then
be rented out at below-market rates to manufacturing businesses. UMAF helps nonprofit developers
prepare their infrastructure and applications to increase their chances of successfully utilizing these funds.

Capital One and M&T Bank are also well-respected for their support of the community development
movement, including supporting community organizing, an area that is not as well funded as other
areas. New York Community Bank’s new Community Cares program also supports leadership
development of tenant leaders. That program was announced in 2017 and implemented in 2018.
Likewise, Deutsche Bank’s Working Capital program is a long-standing pillar of the community
development movement, providing grants and recoverable loans for pre-development costs, which can
be particularly steep in a high-cost market like New York City. That program has historically focused
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on affordable housing. In recent years, they expanded the program to include economic development
projects as well. Deutsche Bank continues its Anchoring Achievement program to support the Mexican
American community in New York City, while also supporting CDFIs that lend to small businesses.
Multiple banks, in fact, support CDFIs with grants, sometimes to supplement capital CDFIs can use to
lend out to small businesses or prospective homeowners.

BankUnited is committed to general operating support grants, which are always needed. TD Bank, too, continued
its sighature program Housing for Everyone grant competition with $125,000 grants to four organizations in

New York City (25 total throughout their footprint). They also support a range of local, regional, and national
organizations through other programs, including the micro-lender Accién, LISC, and local CDCs.

Many banks now have an official RFP and/or clear guidelines on how to apply for a grant from
the bank, and we commend this practice. Citibank and Capital One, remain invitation only for most
grants. Citibank has instituted an REP for some of their grant making programs. We recognize that they
both do extensive outreach to identify potential grantees and encourage them to consider additional
ways to open grantmaking. In 2017, after much backlash for ending their community development
grant-making program, Goldman Sachs reintroduced it with an RFP process. While this has always
been a small portion of their grant-making, it is an impactful program.

The smaller banks tend not to have RFPs, but instead support groups with which they have relationships.
We appreciate this support for local organizations and encourage them to consider a more open
transparent process so as to give more organizations a chance to apply. Given the low percentage
of deposits dedicated to CRA-eligible grants among some of these same banks, we believe there is
opportunity to continue this support of current grantees and expand the grant making to include more
organizations. As part of their CRA plan, Valley National Bank developed an RFP for their community
development grant making, setting a good example for the field. New York Community bank, too,
implemented its RFP

GO0 O0OO 0000000000 O000COCNOOOINONONOINNOIOSIOIBNONOINOINDNDNOIOSIOSIBNOIOINOINDOIOSNOINOIOONDOOSGOIONDOONDS Community Cares grant

When funders come together with the that was released in 2018.

nonprofit community development sector, they A few other large banks
have the opportunity to provide larger grants in have specific focus areas

. that are strategic and
strategic areas. intentional. Bank of

tesesscscsccscsenscsssscscsscscsssscscsseasasscscnscsassescssss America, for example, has

specific focus areas for
their grant making, including economic development and affordable housing. They are also recognized
for their long-standing “Neighborhood Builders” program, which provides a large grant of $200,000,
coupled with in-depth professional development and support for organizational leaders. BNY Mellon’s
Powering Potential program has consistently supported workforce development for underserved
populations.

Finally, strategic collaborations are an important part of the community development funding landscape.
When funders come together with the nonprofit community development sector, they have the
opportunity to provide larger grants in strategic areas. Coalitions, like the New York Mortgage
Coalition and Center for New York City Neighborhoods for example, distribute funds to, and provide
support for smaller organizations for the collective goal of increasing access to homeownership and
preventing and managing foreclosures. Another example we have cited before is the Change Capital
Fund, which launched in 2014 to support community-based CDCs to use data-driven approaches and
grassroots strategies to expand economic opportunity for their communities, which are predominantly
low-income, immigrants, and people of color. A number of banks in this study are part of Change
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Capital. Santander joined in 2017, but we were disappointed to learn that Chase pulled out, as did
Goldman Sachs prior to that. Eight banks, including six in this study, are among the institutional
funders that support the Joint Operating Entity (JOE), which leverages the collective assets and expertise
of the nonprofit Community Development Corporation (CDC) sector to build and manage affordable
housing at scale, without requiring a joint venture with a for-profit entity®. Currently the collective
owns and manages over 1,000 units of affordable housing. As always, these are just a few examples of
quality philanthropy we commend.

Nonprofit organizations, especially smaller ones, rely upon grants in good times and in bad. With the cuts
to federal funding, and increased pressure and attacks on low-income, immigrant communities and people
of color, grants are critical to help sustain these groups. This includes grants for general operating support,
affordable housing, financial education, and equitable economic development. We encourage all banks to

adopt the best practices outlined here in order to maximize the impact of their grant making programs.

As in all sections, we encourage that banks and bank regulators follow the core principles discussed
earlier, as well as integrate the following recommendations into their CRA related practices:

*  We recommend that regulators benchmark bank grants on CRA exams under the investment
test. We appreciate that some regulators are doing that already and recommend they continue
to do so, and to do so consistently per year, to highlight their impact on low and moderate-
income communities.

* Recognize banks that have impactful grant-making programs over ones that do not. This should
be a factor in the investment test rating.

Banks can amplify the impact of their community development grant making by doing the following:

* Sustain or increase grant making each year. Nonprofits rely upon grants in good times and
bad, and thus banks should make an effort to sustain or increase grant making each year, regardless
of deposits or profits. Most banks that take this most seriously dedicate closer to 0.03% of local
deposits towards grants.

* Dedicate at least 50% of grants towards neighborhood-based organizations. Grants to
neighborhood-based organizations that provide general operating support and support affordable
housing, equitable economic development, and financial literacy are particularly impactful; however,
as described next, most important is to be connected to the local organizations so that the grant
making reflects local needs.

* Adopt best practices for effective community development grant making, Community
development grant making is about the dollars invested, and the intentionality behind those dollars.
Grant dollars are much smaller than other CRA-qualified investments and loans, but their impact can
be profound when deployed in a thoughtful manner. This means:

*  Work closely with the nonprofit sector. As with all areas of a bank’s CRA activities,
banks should be in regular communication with the nonprofit sector to understand the

68 http://www.joenyc.org/who-we-are.html
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greatest needs and latest trends. This should inform any new grant making strategies
and programs and ensure that any changes are well understood and create the minimum
negative impact on current or future grantees.

* Be accessible through a transparent process. Current and potential grantees should
readily understand how to apply for a grant from any bank foundation. The guidelines,
process, and timeline should be clearly laid out. RFP’s are effective means to broadcast
and collect applications. Staff should be accessible to potential and current grantees
throughout the process.

* Be highly intentional, with a specific theory and goal underlying the grant
making, Banks cannot meet all community development needs through their loans
and investments or their grants. In order to maximize impact, they should build upon
their relationships with the nonprofit sector, coupled with the bank’s own expertise and
business, to develop programs that are strategic and impactful.

Banks that adopt these principles for at least some of their grant making have an impact on community
development that goes beyond just the dollar amount.
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APPENDIX A

Since 2008, ANHD has submitted detailed annual information requests to New York City’s largest
banks to better understand how well they are serving our communities through lending, investment,
and services. These requests are necessary because the majority of information related to a bank’s CRA
activities is not publicly available. Much of what is publicly available is at a geographic level that is either
too broad or too narrow for our purposes of looking at citywide reinvestment patterns. Simply put, the
CRA requires banks to act locally, but report regionally, and this disconnect makes accurate analysis
difhcult. ANHD hopes that our report addresses this disconnect and adds to our collective understanding
of how the CRA can be implemented with the greatest impact.

The report includes both year-to-year comparisons and analysis of the current year’s data. In order to make
fair comparisons, only institutions that provided information in both years (2014-15) were included in
trending analysis year to year. For this reason, there is some data that banks provided for 2014 or 2015 that
we could not use for year-over-year analysis since the same information was not provided in the previous
year. Appendix A details all information that we received from each lender. HSBC and Wells Fargo failed
to provide data once again, so we relied solely upon public data for these banks (HMDA, CRA small
business, branching and bank products). Popular Community stopped replying as well in 2018. Flushing
Bank has not yet responded to our survey. In 2012-2014 and 2016-2018, we gathered data from Flushing
Bank’s FDIC CRA exams, making every effort to match the data to our categories and making some
estimation for New York City. The 2018 CRA exam excludes 2015 data, so for data not publicly available,
we extrapolated or left it out for that year. Sterling Bank acquired Astoria Bank in 2017 — for this report,
we report only on Sterling, combining their data in 2017 and prior years.

ANHD used public data wherever possible, and bank-reported data elsewhere. In order to match FDIC
reporting times, we use deposits and branching as of June 30® of the reporting year. The data we used includes:

* FFIEC and CFPB for “HMDA” 1-4 family lending and missing multifamily lending (HMDA
data used when multifamily lending was not provided by the bank),

* FFIEC and CRA Wiz for small business lending

* FDIC for New York City deposits, bank branches not supplied by the bank, Tier 1 capital, assets,
and national deposits

* Bank annual reports and CRA examinations
* Bank websites and printed materials

Some information found through these methods is imprecise for our purposes. For example, not all
refinance loans are HMDA reportable, which largely impacts multifamily lending, thus the data retrieved
from there may be underrepresented.

Overall, the amount of data we received enabled us to conduct this analysis, but it is admittedly
imperfect given the fact that some banks did not report across all data points. One of ANHD’s key
priorities is to require banks to report this important information on an annual basis, particularly those
seeking to do business with New York City. The banks’ responses are summarized in Appendix A.
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While individual indicators are useful in ascertaining a bank’s year-over-year record in a certain
area over time, ANHD also compares banks to their peers. In previous years, we separated banks

by classification: commercial, savings, and wholesale, which historically operated fairly distinctly.
Commercial banks focused more on providing financial services to corporations while savings banks
focused more on residential 1-4 family and multifamily buildings mortgages and savings accounts.
Today, the lines between commercial and savings banks have blurred and operate quite similarly in
many areas. We use these categories to classify banks by size:

* Largest banks: Retail Commercial and Savings Banks with $50 billion or more in assets.
*  Smaller banks: Retail Commercial and Savings Banks with fewer than $50 billion in assets.

*  Wholesale banks: These are commercial banks that are not in the business of extending home
mortgage, small business, small farm, or consumer loans to retail customers, and for which a
designation as a wholesale bank is in effect. They provide financial services to other large corporations
or governments. For CRA purposes, they are evaluated by more narrowly defined standards.

OVERALL REINVESTMENT VOLUME INDEX AND QUALITY SCORE

This year, rather than assigning one ranking to each bank, we are using a more nuanced version of the
reinvestment index as a comprehensive tool to measure and compare the quantity and quality of each
bank’s reinvestment activities. We first calculate the ratio of community development and core consumer
and commercial lending reinvestment to locally held deposits. We then evaluate the quality of these
loans and investments and also a third category related to service and responsiveness.

Community Development Reinvestment includes loans and investments that finance the construction
and rehabilitation of affordable housing; community facilities such as healthcare clinics and community
centers; job creation, education, healthcare, and other efforts to revitalize neighborhoods; and grants to
support nonprofits that engage in all areas of community development, including building affordable
housing and community facilities, running community programs, and advocating for policy change,
(and community responsiveness for retail banks).

Core Consumer & Commercial Lending Reinvestment includes 1-4 family home purchase and
refinance loans to low- and moderate-income borrowers, multifamily community development loans,
and multifamily and small business loans (small dollar loans to businesses with revenues below $1 million)
in low- and moderate-income census tracts.

Service includes branching, banking practices, and stathng in New York City (and community
responsiveness for wholesale banks).

Overall Reinvestment Volume Index: When evaluating the volume of a bank’s reinvestment activity,
we compare the dollars loaned and invested to their locally held deposit base. We created a set of
reinvestment indexes: Community Development Reinvestment Index, Core Consumer & Commercial
Lending Reinvestment Index, and an Overall Reinvestment volume index. The activities included in
these indexes are described above.

Overall Reinvestment Quality Score: To measure quality, we look at factors that are more likely to
have a larger impact than simply the dollar amount. This also enables us to compare a bank’s service to
lower-income communities where there is not a dollar amount associated with it. For each factor, we
assign a score based on the median value of all banks within their respective classification — commercial,
savings, and wholesale. Banks with values of the median +/- 20% get a score of “3”, banks below that
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range get a “1” and banks above it get a “5”. Banks that do not provide data get a score of “0” in the
category. Wholesale banks do not receive scores related to branching or core consumer and commercial
lending. The factors used in the calculations are described in detail in the reinvestment volume index and
quality score section of the report.

ADDITIONAL FACTORS

In addition to the reinvestment index, we dig deeper into certain categories and present data and analysis
that were not included in the rankings. We also look at this additional data:

Multifamily housing: physically and financially distressed housing

The Building Indicator Project (BIP) is a database created by ANHD-member organization University
Neighborhood Housing Program. University Neighborhood Housing Program’s BIP database assigns
properties to a particular lender based on records pulled from the City’s Register (ACRIS), which records
mortgage activity in New York City. The most recent Party 2 on a mortgage document (excluding
satisfactions) is used, and mortgages recorded in the past 10 years are counted in this analysis.

The BIP database contains information about each building, including violations, liens, and debt and
computes a BIP score. A BIP score over 800 indicates the building is very likely to be in a state of
financial and/or physical distress. We used the most recent BIP database from December 2018 for an
analysis of bank portfolios.

Within BIP, in addition to BIP scores, we also look at other factors:

- B& C violations: We believe a building is very likely to be physically distressed if the ratio of all
open B and C violations to total units is greater than or equal to “4”.

- Buildings on the Certificate of No Harassment pilot list, which is published by HPD

- Rent-stabilized units come from tax bills. Stabilized unit numbers are approximate and based
on property tax bills from the NYC Department of Finance. Missing or fluctuating numbers
may be due to missing/incorrect registration by the owner or inconsistencies in property tax
documentation. NYS Homes and Community Renewal maintains the most accurate information
on rent stabilization, which is not available to the public.

Racial disparities in home purchase lending

ANHD uses Home Mortgage Disclosure Act (HMDA) data to examine lending patterns, including racial
disparities in both home purchase and refinance loans originated for 1-4 family homes.

We look at 1-4 family, owner-occupied, first-lien loans (Conventional, FHA, or VA). For racial
disparities, we breakdown in the following racial/ethnic categories:

*  White: Race is “White” and Ethnicity is “Not Hispanic or Latino, Not Provided or Not
Applicable.”

* Asian: Race is “Asian” and Ethnicity is “Not Hispanic or Latino, Not Provided or Not
Applicable.”

Black: Race is “Black or African American” and Ethnicity is “Not Hispanic or Latino, Not
Provided or Not Applicable.”
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e Latino: Ethnicity is “Hispanic or Latino.”
Checking accounts/Access to banking score
*  Overdraft policies: came mostly from data available online and in print materials.

*  Checking account fees and requirements were retrieved from individual bank websites,
supplemented with calls or visits to the bank when the data was unclear. Standards are based on
local needs and the BankOn national account standards.
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APPENDIX B

Staffing

Community Development Staff Serving NY
Community Development Staff Located in NYC
Staff supporting CRA Activity

CRA Staft Located in NYC

Average % Community Development Staffing located in NYC
Branches & Deposits (billions)

Tier 1 Capital (BHC)

Total Deposits (National BHC)

Total Deposits in NYC (b)

Total NYC Branches

Low-Income (LI) Branches

Mod. Income (MI) Branches

Average % branches in low- and moderate-income neighborhoods
Average % branches in LI Census Tracts

Multifamily (MF) Lending (m)

MF Lending (# Loans)

MF Lending (in §)

MF Lending in LMI tracts (#)

MF Lending in LMI tracts ($)

Average % of MF lending in LMI neighborhoods (#)
Average % of MF lending in LMI neighborhoods ($)

MF CD Lending (#)

MF CD Lending (§)

Average % of MF Community Development Lending (#)
Average % of MF Community Development Lending ($)
Community Development Lending (millions)
Community Development Lending (# Loans)

Community Development Lending (in $)

Total for
2017

422
285
500
326
82%

$837
$5772
$1233
1421
161
273
29%
10%

2599
$13182
1545
$6677
55%
50%
825
$3388
34%
31%

383
$3083

# Responses
2017

19
19
19
19
19

24
24
24
20
20
20
20
20

20
20
20
20
21
21
18
18
18
18

19
20

# Banks for
which we
have data in
both 2016-17

19
19
19
19
19

24
24
24
20
20
20
20
20

20
20
20
20
21
21
18
18
18
18

19
20



Average Community Development Lending as % of Deposits

CD Loans to Nonprofits (#)

CD Loans to Nonprofits ($)

Average % Community Development Loans to NFPs (#)
Average % Community Development Loans to NFPs ($)

CD Loans to CDC’s (#)

CD Loans to CDC’s ($)

Average % Community Development Loans to CDCs (#)
Average % Community Development Loans to CDCs ($)
Affordable Housing Loans (#)

Affordable Housing Loans ($)

Affordable Housing to NFPs (#)

Affordable Housing to NFPs ($)

Economic Development Loans (#)

Economic Development Loans ($)

Small Business Lending (m)

Small Loans to Businesses (#)

Small Loans to Businesses ($)

... in LMI tracts (#)

... in LMI tracts ($)

Average % Small Loans to Businesses LMI neighborhoods (#)
Average % Small Loans to Businesses LMI neighborhoods ($)
Small Loans to Small Businesses (Revenue <$1M) (#)
Small Loans to Small Businesses (Revenue <$1M) ($)

... in LMI tracts (#)

... in LMI tracts ($)

Average % Small Loans to Small Businesses LMI neighborhoods (#)
Average % Small Loans to Small Businesses LMI neighborhoods ($)
CRA-Eligible Investments

CRA Qualified Investments (#)

CRA Qualified Investments ($)

Average CRA-qualified investments as % of Deposits

CRA Qualified Investments to NFPs (#)

CRA Qualified Investments to NFPs ($)

Average % CRA-qualified investments with nonprofit sponsors (#)
Average % CRA-qualified investments with nonprofit sponsors ($)
LIHTC (#)

LIHTC ($)

NMTC (#)

0.97%
169
$891
47%
35%
20
$70
7.5%
3.7%
123
$1741
52
$482
107
$628

111617
$3818
37600
$1048
34%
32%
64766
$14066
23138
$477
36%
36%

186
$2094
0.37%
21
$147
15%
13%
41
$743

20
17
18
16
17
15
16
14
15
18
19
17
18
18
18

20
20
20
20
18
18
20
20
20
20
18
18

19
20
20
16
17
16
17
17
17
15
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20
16
17
11
11
14
15
10
10
18
19
17
18
18
18

20
20
20
20
18
18
20
20
20
20
18
18

18
18
18
17
17
17
17
17
17
15
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NMTC ($)

CRA Qualified Investments for Economic Development (#)
CRA Qualified Investments for Economic Development ($)
1-4 Family Home Mortgage Lending (m)

Home Purchase Loans (#)

Home Purchase Loans ($)

Home Purchase Loans to LMI borrowers (#)

Home Purchase Loans to LMI borrowers ($)

Average % of Lending to low- and moderate-income Borrowers (#)
Average % of Lending to low- and moderate-income Borrowers ($)
Refinance Loans (#)

Refinance Loans ($)

Refinance to LMI borrowers (#)

Refinance to LMI borrowers ($)

Average % of Lending to low- and moderate-income Borrowers (#)
Average % of Lending to low- and moderate-income Borrowers ($)
Philanthropy (millions)

Total Philanthropic Giving (National) (#)

Total Philanthropic Giving (National) ($)

CRA Eligible Grants in NYC (#)

CRA Eligible Grants in NYC ($)

Average % of Deposits Dedicated to Philanthropy (NYC)

Grants to Neighborhood Based Organizations (#)

Grants to Neighborhood Based Organizations ($)

Average % grants to Neighborhood Based Organizations (#)
Average % grants to Neighborhood Based Organizations ($)

Reinvestment activity (millions)

Total Reinvestment (includes all banks, whether they reported on some or all

categories)
Average % qf Reinvestment to Deposits

Overall Index (Total Reinvestment divided by total deposits)

$17

$13

14157
$9710
1032
$176
12%
3.4%
3691
$1976
329
$50
9.3%
3.8%

9173
$369
1656

0.013%
631
$15
46%
40%

$9826.25
2.97%
1.29%
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16
16
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APPENDIX C

BANKS IN THIS STUDY: REGULATORY
AGENCIES AND MOST RECENTLY
PUBLISHED CRA RATING

Largest Banks (> $50 billion assets as of June 30, 2017)
CRA Regulator Last Published CRA Exam/Rating
Bank of America OCC 2011: Satisfactory
2017: Outstanding (Capital One Bank)

Capital One occ 2017: Outstanding (Capital One Bank USA: credit card bank)
2014: Outstanding (Chase Bank USA: Credit card bank)

Chase occC 2013: Satisfactory (JPMorgan Chase)
Citibank OocCC 2011: Satisfactory

HSBC occC 2014: Satisfactory

Federal Reserve Bank

M&T Bank of New York and DES  DFS: 2013: Outstanding

Santander occC 2017: Satisfactory

TD Bank OCC 2013: Satisfactory

Wells Fargo occC 2012: Needs to Improve

Smaller Banks (< $50 billion assets)
CRA Regulator Last Published CRA Exam/Rating
FDIC: 2017: Satisfactory

Apple FDIC and DFS DFS: 2016: Satisfactory
BankUnited OocCC 2015: Satisfactory
FDIC: 2018: Satisfactory

Dime FDIC and DFS DFS: 2013: Satisfactory
FDIC: 2017: Satisfactory

Emigrant FDIC and DFS DES: None since 2012
FDIC: 2019: Outstanding

Flushing FDIC and DFS DFS: 2014: Satisfactory
FDIC: 2018: Satisfactory

NYCB (New York Commu- DFS: 2013: Satisfactory (NY Commercial) & Outstanding (NY
nity & Commercial Banks) FDIC and DFS Community)
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Popular Community

Ridgewood

Signature

Valley National

Sterling

Wholesale Banks

BNY Mellon

Deutsche Bank

Goldman Sachs

Morgan Stanley

Federal Reserve Bank
of New York and DFS

FDIC and DFS

FDIC and DFS
OCC

OCC

CRA Regulator

Federal Reserve Bank
of New York and DFS

Federal Reserve Bank
of New York and DFS

Federal Reserve Bank
of New York and DFS

OocCC

Federal Reserve: 2015: Satisfactory

DFS: 2014: Satisfactory
FDIC: 2017: Satisfactory

DFS: 2016: Satisfactory
FDIC: 2016: Satisfactory

DFS: 2014: Satisfactory
2016: Satisfactory
2017: Satisfactory

(Astoria: 2012: Satisfactory)

Last Published CRA Exam/Rating
Federal Reserve: 2013: Satisfactory

DFS: 2013: Satisfactory
Federal Reserve: 2018: Outstanding

DEFS: 2014: Outstanding
Federal Reserve: 2015: Outstanding

DEFS: 2014: Outstanding
2017: Outstanding (Morgan Stanley, NA: wholesale bank)

2014: Outstanding (Morgan Stanley Private Bank)
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APPENDIX D

The purpose of ANHD’s Annual Reinvestment Survey is to learn about your bank’s CRA-related
activities in New York City. We appreciate your willingness to respond to this request. To facilitate as
complete a response as possible and obtain consistent data across the city’s varied fiinancial institutions,
we have developed a form, which is provided below.

¢  Bank Name / Address:

Please note, in order to minimize the time this survey takes, we are now able to get the following
data from public data sources.

Deposits: Tier 1 Capital; National (Domestic) Deposits; Dollar amount of deposits in New York City
(as of June 30, 2017)

1-4 Family Lending in calendar year 2017: Home Purchase & Refinance Loans overall and to LMI
borrowers (#/ $)

Small Business Lending in calendar year 2017

¢ Small loans to businesses overall and in LMI tracts (# / §)

*  Small business loans to businesses with revenue < $1 million overall and in LMI tracts (# / $)
Please provide the following data:
Branching: Branching (as of June 30, 2017)

* Total Branches in NYC

* Branches in NYC in low-income census tracts

*  Branches in NYC in moderate -income census tracts

Please list any government programs (City, State, and or Federal) BANK participated in in 2017
to increase access to unbanked/under-banked New Yorkers.

What internal programs, products and/or practices did BANK offer in 2017 that are accessible to
and/or targeted to immigrant and low- and moderate-income New Yorkers?

What ID’s does BANK accept as primary identification?
Acceptance of IDNYC (NYC Municipal ID)
*  Accept as Primary ID? Yes / No (in 2017 and 2018)

*  Accept as Secondary ID? Yes / No (in 2017 and 2018)
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Community Development and CRA-related Staffing

We are requesting the following information concerning Bank’s stathng as of December 31, 2017:
*  Number of community development lending staff serving the New York City market
*  Number of community development lending staff located in the city
*  Number of staff supporting CRA-related activities in NYC

*  Number of staff who support CRA-related activities that are located in the city

Please fill in the requested above information:
* CD Staff Serving NYC and how many are located in NYC
*  Staff supporting CRA Activity and how many are located in NYC

Additionally, does the bank have a centralized community development group dedicated to New
York City and staffed by a senior executive?

* (Yes/No)

Please describe what steps the bank has taken to ensure community development staft have knowledge
about the New York City market including public subsidy programs.

Finally, does Bank have a community advisory council or other vehicles to identify and respond to
emerging needs in the City’s LMI neighborhoods?

Community Development Lending

Community development loans are loans to borrowers for affordable housing rehabilitation and
construction, neighborhood revitalization, small business development, and job creation initiatives as well
as loans to community loan funds and nonprofit organizations that serve primarily LMI households. We are
requesting the following information concerning Bank’s community development lending in 2017.

(Please DO NOT include any multifamily loans originated or refinanced for permanent mortgages_
— we ask for those loans to be included in the multi-family lending section)

Please fill in the requested above information:
CD Lending (m)
*  Community Development Loans in NYC (#,$)
*  Community Development Loans to Nonprofits (#, $) and separately to CDC’s (#, $)*
* Community Development Affordable Housing Loans in NYC (#,$)
*  Community Development Affordable Housing loans in NYC to Nonprofits (#,$)

*  Community Development loans for Economic Development in NYC (#,$)
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*Community Development Corporation (CDC) is a nonprofit organization typically defined by
its community-based leadership and community-oriented goals which are, primarily, fostering access
to affordable housing and job creation. CDCs are set up by residents, small business owners, religious
congregations, members of civic associations, etc. to promote community revitalization. They also
provide a wide range of social services, support, and civic engagement opportunities to local residents.

Please provide examples of these CD loans, particularly any you are particularly proud of that represent
your commitment to meeting the needs of low- and moderate-income communities.

Multifamily Lending in New York City

Multifamily loans are permanent loans, either originations or re-financings, to individual landlords
or investors of multifamily properties, such as an apartment building with five or more units. We are
requesting the following information concerning Bank’s multifamily lending in calendar year 2017:

(As we're confident you've done in the past, please be sure to include refinancing done through a
MECA/CEMA agreement, but not loans purchased.)

Multifamily (MF) Lending (m)
* MF Loans in NYC (#, $)
* MEF Loans in LMI tracts in NYC (#,$)

*  MF Community Development Loans (#,$) [this should be multifamily loans that you would also
report to CRA regulators as Community Development loans]

Loan Modifications (HAMP and / or Proprietary) in New York City

We are requesting the following information concerning Bank’s loan modification activity in New York
City in 2015 in both HAMP and non-HAMP (proprietary).

Please fill in the requested information in the gray highlighted boxes below:
Loan Modifications

*  # Loans Granted a Trial

* # Loans converted from Trial to permanent

*  Average length of time a homeowner waits in a trial modification before converting to a
permanent modification

*  # of permanent loan modifications granted principal reduction
CRA-Qualified Investments in New York City

CRA-qualified investments are a lawful investment, deposit, membership share, or grant that has as its
primary purpose community development. For example, banks may purchase state and local government
bonds that fund the construction or rehabilitation of affordable housing. For calendar year 2017.

Please fill in the requested information for CRA-Eligible Investments (m)

*  CRA Qualified Investments in NYC (#,$)
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* CRA Qualified Investments to Nonprofit sponsors (#,$)
e LIHTC in NYC (#3$) & NMTC in NYC (#,$)
*  CRA Qualified Investments for economic development in NYC (#,$)

Please provide examples of projects that utilized these CRA-qualified investments, any you are
particularly proud of that represent your commitment to meeting the needs of low- and moderate-
income communities.

CRA-Eligible Grants (Philanthropy)
We are requesting the following information concerning Bank’s CRA-eligible grants in 2017:

ANHD strongly believes the most effective philanthropic programs: (1) work closely with the not-for-
profit sector, (2) are accessible through an RFP process, and (3) are highly intentional, having a specific
theory and goal underlying the grantmaking.

Are the bank’s grants accessible through an RFP process with well-defined procedures and priorities?

Please explain if and how the grantmaking program works closely with the nonprofit sector and its
intentionality and theories/goals underlying the grantmaking.

Additionally, please provide information on the bank’s participation in local strategic donor
collaboratives or coalitions that seek to leverage and better coordinate community investments?

Please fill in the requested above information:

* CRA-Eligible Grants nationwide (total) (#,$)

* CRA Eligible Grants in NYC (#,$)

* CRA Eligible Grants to neighborhood-based organizations in NYC (#,$)

* CRA Eligible Grants to citywide organizations in NYC (#,$)

* % of CRA-eligible grants awarded for Community Development (%)

* % CRA Grants for Affordable Housing (%)

* % CRA Grants for Economic Development

* % CRA-eligible grants awarded for Financial Literacy (%)
Development of a Local CRA Plan

As noted above, we believe an effective CRA program needs to be locally-focused and flexible so as to
meet changing community needs and priorities. In New York City, priorities change from year to year,
as new issues arise, and needs also differ among individual neighborhoods. A bank should have a local
CRA plan which responds to that reality.

Does Bank have a CRA plan for the five boroughs of New York City which reflects local needs and
priorities and establishes concrete objectives and targets in the areas of CRA-related lending, investment
and services? If so, is this plan publicly available?
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Community Responsiveness and Innovativeness

Please describe if the bank has a Community Advisory committee or other body whose function is to
work with the bank to identify and address local credit needs and opportunities.

Please provide information on any products or loan programs offered by Bank that reflect flexible
underwriting standards or loan terms thereby enabling the bank to reach borrowers that you were
previously not serving. Additionally, please describe how the bank has marketed this product to
underserved populations.

Economic Development: Please provide information on any products or programs at BANK that
reflect an intentional, innovative, creative strategy around equitable economic development to create
and preserve quality jobs for low- to moderate-income residents and neighborhoods.
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GLOSSARY OF TERMS &
ACRONYMS

Bank Classifications as defined by federal bank regulators.
Retail Savings and Commercial Banks:

Commercial Bank: A financial institution that is owned by stockholders, operates for a profi,
and engages in various lending activities. These include National and State-Chartered Banks.

Savings Banks in reference to Thrifts, defined as: An organization that primarily accepts savings
account deposits and invests most of the proceeds in mortgages. These include Savings Banks
and Savings and Loan Associations, which are financial institutions that accept deposits
primarily from individuals, and channel funds primarily into residential mortgage loans.

Wholesale Banks: Commercial banks that are not in the business of extending home mortgage,
small business, small farm, or consumer loans to retail customers, and for which a designation

as a wholesale bank is in effect. They provide financial services to other large corporations or
governments. For CRA exams, they are evaluated by more narrowly defined standards.

Census Tract: Small subdivisions of populated counties. They usually contain between 2,500 and
8,000 persons, and their physical sizes vary widely depending upon population density. Census tract
boundaries are designated with the intention of being maintained over a long time so that statistical
comparisons can be made over the long term.

Community Development: A range of bank activities targeted to low- and moderate-income individuals
including lending for affordable housing, community services, initiatives that promote economic
development by %nancing businesses or farms that meet the size eligibility standards of the Small Business
Administration, or activities that revitalize or stabilize low- and moderate-income geographies.

Community Development Corporation (CDC): A nonprofit organization typically defined by

its community-based leadership and community-oriented goals which are, primarily, fostering job
creation and access to affordable housing. CDCs are set up by residents, small business owners, religious
congregations, members of civic associations, etc. to promote community revitalization. They also
provide a wide range of social services, support, and civic engagement opportunities to local residents.

Community Development Lending: Loans with a Elpeciﬁc community development purpose as defined
above. Loans may be to government entities, for-profit companies, and nonprofit organizations. For CRA
exams, community deveigopment lending includes multifamily mortgages for apartments that serve low-
and moderate-income households or otherwise contribute to nei thI%iOOd revitalization. For this report,
ANHD does not include them, but rather analyzes them separate%y within all multifamily lending.

Community Development Financial Institutions (CDFIs): Specialized, mission-driven financial
institutions that create economic opportunity for individuals and small businesses, quality affordable
housing, and essential community services throughout the United States. Four types of institutions are
included in the definition of a CDFI: Community Development Banks, Community Development
Credit Unions, Community Development Loan Funds, and Community Development Venture Capital
Funds.
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Community Preservation Corporation (CPC): A public-private partnership created in New York City
in 1974 in response to the problems of housing deterioration and abandonment. CPC is sponsored by 70
prominent banks and insurance companies and serves as a “one stop shop” to help developers finance the
construction and preservation or rehabilitation of affordable multifamily housing in New York City.

Community Reinvestment Act (CRA): This federal law, which was passed in 1977 and updated in
1995, asserts that “regulated financial institutions have continuing and afhrmative obligations to help
meet the credit needs of the local communities in which they are chartered.” The CRA requires that
each institution’s record in helping meet the credit needs of low- and moderate-income people and
communities be evaluated periodically. That record is taken into account in considering applications for
mergers and acquisitions and to open and close branches.

Large banks are examined rigorously through specific lending, investment and service tests. Smaller
banks undergo a less rigorous, more streamlined exam that looks at all three areas, but focuses more on
lending. The Gramm-Leach-Bliley Act of 1999 established a less frequent exam cycle for small banks of
under $250 million in assets with passing CRA ratings.

Lendin§ Test: The part of a CRA exam that evaluates a bank’s record of helping to meet the credit
needs of its assessment area through its lending activities by considering a bank’s home mortgage,
small business, farm, and community development lending.

Investment Test: The part of a CRA exam that evaluates a bank’s record of helping to meet
the credit needs of its assessment area through qualified investments and grants that benefit its
assessment area or a broader statewide or regional area that includes the bank’s assessment area.

Service Test: The part of a CRA exam that evaluates a bank’s record of helping to meet the credit
needs of its assessment area by analyzing the availability and effectiveness of a bank’s systems for
delivering retail services and the extent and innovativeness of its community development services.

CRA-Eligible Philanthropy: A type of CRA-qualified investment that refers to the provision of grants/
donations for general operating and program-specific support and sponsorship of fundraising galas,
conferences, and community education events. As with all CRA-qualified investments, these grants must have
community development as their primary purpose and benefit low- and moderate-income individuals.

CRA-Qualified Investment: A lawful investment, deposit, membership share, or grant that has as its
primary purpose community development. For example, banks may purchase state and local government
bonds or tax credits (e.g. Low-Income Housing Tax Credits) that fund the construction or rehabilitation
of affordable housing. [Note, in this report, we separate out grants from other investments]

Deposit Base: The money a bank holds from customers looking for safekeeping or to earn interest.

Equitable economic development: Activities that support the systems and environments to create a
stable middle and working-class employment base and workforce that creates a meaningful path to the
middle class. It ensures that these systems and opportunities are intentionally extended to the low- and
moderate-income and underserved communities that need them most through targeted strategies for
quality job creation, small business development, and workforce development and placement.

Federal Deposit Insurance Corporation (FDIC): An independent federal agency created in 1933 in
response to the bank failures that precipitated the Great Depression. Among other things, the FDIC
insures customer deposits up to $250,000 held in banks and thrift institutions and supervises (including
conducting CRA examinations of) more than 4,900 banks, predominantly savings banks and state-
charted commercial banks that did not join the Federal Reserve System.
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Federal Reserve Board (FRB): The governing body of the Federal Reserve System. As the central bank
of the U.S,, it carries out the nation’s monetary policy in an effort to create jobs and maintain the stability
of the financial system, supervises and regulates banks, and provides financial services to depository
institutions, the U.S. government, and foreign ofhcial institutions. The FRB conducts CRA examinations
mainly for state-chartered commercial banks that are members of the Federal Reserve System.

Home Mortgage Disclosure Act (HMDA): A federal law enacted in 1975 that requires lending
institutions to report public loan data in order to determine whether financial institutions are serving
the housing needs of their communities, identify possible discriminatory lending patterns, and leverage

private sector investments to high-need areas.

Home Purchase Lending: Loans extended to consumers by financial institutions to be used towards the
purchase of a 1-4 family home (this report focuses on owner-occupied, first lien loans).

Home Refinance Lending: Loans extended to consumers by financial institutions to be used towards
the refinance of a 1-4 family home. (this report focuses on owner-occupied, first lien loans). The
standard definition of a HMDA refinance loan is one in which the original mortgage is satished and
replaced with a new mortgage. Starting in 2018, NY CEMAs will also be reported in HMDA.

Housing and Urban Development (HUD): The U.S. Department of Housing and Urban
Development is a federal agency with a mission to create strong, sustainable, inclusive communities and
quality affordable homes for all. HUD administers a variety of programs to promote affordable rental
housing, including but not limited to LIHT'C and NMTC investments and Section 8 vouchers for
individuals and buildings.

Housing Development Corporation (HDC): The New York City Housing Development
Corporation was created in 1971 as a supplementary and alternative means of iinancing affordable
housing in New York City that was independent from the City’s capital budget. HDC issues bonds and
provides subsidies and low-cost loans to develop and preserve a variety of housing, large and small, for
rental and homeownership.

Housing Preservation and Development (HPD): New York City Housing Preservation and
Development is primarily responsible for preserving and developing affordable housing and enforcing
the rights and responsibilities of tenants, landlords, and homeowners. HPD works to strengthen
neighborhoods and enable more New Yorkers to become homeowners or to rent well-maintained

affordable housing.

Low-Income: A family whose income is less than 50% of the area median income (AMI) is low-
income. New York City is part of the New York Metropolitan Area with an AMI $73,700 (low-income
$36,850) in 2017. Using slightly different geographic areas, and adjusting for the high cost of housing,
HUD set 50% AMI for a family of four to be $47,400 in 2017.

Low Income Housing Tax Credit (LIHTC): An indirect federal subsidy used to finance the
development of affordable rental housing for low-income households. Its main purpose is to incentivize
and leverage private-sector investment capital for the creation of rental housing units in each state
affordable to households earning 60% or less of AMI, or $44,220.

Moderate-Income: A family whose income is 50%-80% of the AMI. New York City is part of the
New York Metropolitan Area with an AMI of $73,700 (moderate-income $36,850 - $58,690) in 2016.
Using slightly diﬁférent geographies and adjusting for the high cost of housing, HUD set 50%-80% AMI
for a family of four to be $47,400 - $76,300 in 2017.
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Multifamily Lending: Loans, either originations or refinancings, to individual landlords or investors of
multifamily properties, which are buildings with five or more housing units.

New Markets Tax Credit (NMTC) Program: A federal program created in 2000 that grants tax credits
for making Qualified Equity Investments in qualified community development entities that are expected
to result in the creation of jobs and material improvements in low-income communities, including
financing small businesses, improving community facilities, and increasing homeownership.

Office of the Comptroller of the Currency (OCC): The OCC charters, regulates, and supervises
all national banks and federal savings associations. The OCC also supervises the federal branches and
agencies of foreign banks. The OCC conducts the CRA examinations of all national commercial banks.

Predatory Equity: A term used to describe a real estate investment model in which developers and
lenders seeking a high return on their investment underwrite a mortgage on affordable rent-regulated
multifamily buildings based not on the actual rental income and expense, but on the speculative income
they expect to receive if the low-rent paying tenants were to move out. This has directly led to landlords
legally and illegally pushing out lower-income tenants and taking advantage of loopholes in the rent
regulation system to dramatically raise the rent, leading to a significant loss of affordable housing.
Additionally, when the model has been unsuccessful and rents could not be raised quickly enough to
cover the mortgage, it led to a wave of buildings falling into financial and physical distress.

Small Business Administration (SBA): The U.S. Small Business Administration was created in 1953
primarily to assist and protect small businesses and strengthen the U.S. economy. They currently strive to
help Americans start, build, and grow businesses through loans, grants, training, and technical assistance.

Small Business Loans: CRA regulators consider “small business loans” to be small loans to businesses,
which are loans of $1 million or less to businesses of any size. They then analyze them by amount,
geography, and business size. ANHD focuses on the subset of loans made to small businesses with
revenues of $1 million or less.

Tier 1 Capital: Tier 1 Capital is the core measure of a bank’s financial strength from a regulatory
perspective. It is a core indicator of a banks strenFth and ability to absorb losses. Tier 1 Capital is
composed of core capital, which consists primarily of common stock and disclosed reserves.

a. Dehnitions related to CRA: http://www.federalreserve.gov/communitydev/cra_about.htm, www.frbsf.org/
community/craresources/CRA101]JO.ppt, hitp:/ /www2.fdicgov/crapes/peterms.asp; and http://www.thec.gov/cra;
Regulation BB Community Reinvestment, Section 228.12(s); www.ncrc.org/images/stories/pdf/cra_manual.

pdf
b. Census tract information: http://www.census.gov/geo/www/cen_tract.html;
c. Area Median Income data: heeps://www.huduser.gov/portal/datasets/il/il2017/2017summary.odn

d. Additional CRA Exam information and agency and acronym definitions retrieved from: www.sba.
gov; www.hud.gov; www.nyc.gov/hpd; www.nychde.com; wiww.communityp.com; www.occ.gov; wwiw.
Jederalreserve.gov; www.fdic.gov; winw.irs.gov

ANHD Reports: http://www.anhd.org/resources-reports
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