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BACKGROUND

* The purpose of federal support for Minority Depository Institutions (MDls) is to
“promote the economic viability of minority and under-served communities” (FDIC,

2002, p. ).

* A 2014 FDIC study notes that MDls tend to serve relatively high-poverty and minority
communities, so MDlIs are “serving the purpose that this segment of the banking industry

was intended to achieve” (2014, p. 34).




INTRODUCTION

* The 2014 FDIC study also concluded that MDIs were healthy, since they rose from |64
to 174 banks.

 This study considers differences in whom MDIs serve and the health of MDls

disaggregated to Asian American-owned banks (AsnBs), Hispanic-owned banks (HispBs),
Native American-owned banks (NatBs), and Multi-Ethnically owned banks (MultBs).




CHANGES IN MDI SERVING POPULATIONS

e MDIs may have lost market share as individuals they served switched to mainstream

banks with more competitive pricing. The decrease in market share may have been
accelerated by the Community Reinvestment Act (CRA) of 1977 (Dugan, 2006), which

incentivized all banks to serve disadvantaged communities.




DATA

e FDIC lists of MDls, 2nd quarters of 2001 and 2014

* Categories used: Black-owned or serving banks (BlkBs), Hispanic-owned banks
(HispBs), Asian American-owned banks (AsnBs), Native American owned-banks (NatBs),

and Multi-racially owned or serving banks (MultBs).

* Exceptions: MDls located U.S. territories excluded due to absence of race/ethnicity and

poverty data.




DATA (CONTINUED): 2001 VS 2014 MDI BANKS

Black Owned Banks in 2001 & 2014: 48 fell to 28
* Hispanic owned Banks in 2001 & 2014: 31| rose to 4|
Asian Owned Banks in 2001 & 2014: 69 rose to 85

Native Owned Banks in 2001 & 2014: |4 rose to |18

Multiracial Banks in 2001 & 2014: 2 and continued at 2




DATA (CONTINUED): FDIC PROVIDED DATA

* FDIC Summary of Deposits (SOD) data from the 2"¢ quarter 2001,2014

e SOD matched to the MDI list to yield the location of deposits




DATA (CONTINUED):WHERE DATA IS DERIVED

* Race/ethnicity and poverty data from the 5% Public Use Microdata (PUMS) data 2000

(long-form census)

* from the 201 | 3-year American Community Survey (ACS) data (Ruggles, et al., 2015).

* Only large data sets near in time to 2001 (N~14m) and 2014 (N~6m)




DATA (CONTINUED): GEOGRAPHIC DATA

* US. Census Zip Code Tabulation Areas or ZCTAs (U.S. Census, n.d.).
e Zip codes for each MDI office (from SOD data) translated to ZCTAs using Snow’s (2014)

cross-walk.

* The PUMS and ACS data define populations by Public Use Microdata Areas (PUMAs)
within states, which include approximately 100,000 people.

* For each PUMA, race/ethnicity and poverty estimated with individual sample weights.

e The MABLE/Geocorr2K geographic correspondence engine from the Missouri Census
Data Center used to allocate PUMAs to ZCTAs, and all data merged.




METHODS: CATEGORIZATION 2001 & 2014

* MDiIs for 2014 in 3 categories: survived from 2001, banks existing in 2001 that gained
MDI status by 2014, and newly chartered MDls.

* MDiIs for 2001 MDils in 3 categories: maintain MDI status through 2014, lose MDI status
but remain in 2014, and fail or merge by 2014.

* Race/ethnicity and poverty rates for each group are estimated.



METHOD (CONTINUED):

* Race/ethnicity and poverty estimated for each of the 5 types of MDIs, first for 2014 and
then for 2001. Should find “population-matched markets” (e.g., BlkBs serving African

Americans).




RESULTS: CHANGES IN COMMUNITIES SERVED

Table 1. Race/ethnicity and poverty for communities served by MDIs, 201

by bank status

Table 2. Race/ethnicity and poverty for communities served by MDIs, 2001, by bank status

Race/ethnicity, Poverty New MDI W Racelethnicity, Continuing | Lose MDI | MDI
MDls MDI status charters Povert MDIs status failed/merged

25.8 248 272
African American, NH REW/ 43 6.4
%

19.1 22.1 21.3
Native American, NH 1.1 0.8 0.4
%

63 100 126
% <100% Poverty 14.0 1.6 1.7
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RESULTS: SHIFT SHARE ANALYSIS

* This paper employs a shift-share tool often used in regional science. The

model takes the overall pattern shown in Figure I, and asks how AsnBs,

BlkBs, HispBs, NatBs, and MultBs perform relative to the entire group.

The Increase in the Number of Minority Depository
Institution Charters Since 2001 Has Been Driven

Mostly by Redesignations
Number of MDI Charters
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Source: FDIC.




RESULTS: CHANGES IN BLACK OWNED BANKS

* BlkBs went from 48 MDVI’s in 2001 to only 28 in 2014. They lost:

8 banks to failure

|| to mergers

6 to take-overs by mainstream banks

2 re-designations away from BIkB status

Gains limited to 2 new charters and 4 re-designations to MDI status.




RESULTS: CHANGES IN HISPANIC OWNED BANKS

* HispBs rose from 31 in 2000 to 41 in 2014:

* Opened 2| newly chartered HispBs, exceeded expectations by 8 banks

* 7 banks as of 2001 failed, loss beyond expectations of four banks.




RESULTS: CHANGES IN ASIAN OWNED BANKS

* AsnBs rose from 69 in 2000 to 85 in 2014:

* 49 lost to mergers, expect 35

5 lost to failure, expect 2

25 lost MDI status, expect 2|

42 converted to AsnBs, overperformed by 7

53 new AsnB charters, expect 30




RESULTS: CHANGES IN NATIVE AMERICAN OWNED
BANKS

* NatBs experiences limited changes; changes slight due to small number of NatBs.




CONCLUSION

Communities served:

* Increases in service to Hispanic and Asian American communities
* Decrease in service to African American communities

 Similar coverage of poor communities across time period

Shift share analysis:

BlkBs disappearing relative to other MDls

HispBs grew rapidly

AsnBs grew rapidly, but with extreme turbulence (62 AsnBs lost by 2014, but only 69 AsnBs as of 2001).

Changes in the NatBs minimal




CONCLUSION (CONTINUED)

HispBs and NatBs serve high-poverty and minority communities

AsnBs serve Asian Americans, but not the poor, and cannot offer stability

BlkBs serve African Americans in very poor communities, yet half disappeared, and fewer
African Americans have access to BlkBs or any MDI compared to 200 |

Efforts to expand BlkBs are warranted




WORK CITED

Ammons, Lila (1996). The Evolution of Black-owned Banks in the United States Between the ¢
1880s and 1990s. Journal of Black Studies 26: 467—489. .
Beyers, Laura T. 1997. The Community Reinvestment Act: A Boost to Low- and Moderate-Income
Communities, a Set-Back for Minority-Owned Banks. North Carolina Banking Institute I: Article |
22.

Black, H., Robinson, B., & Schweitzer, R. (2001). Do Lenders Discriminate Against Low
Income Borrowers? Review of Black Political Economy 28: 73-94.

Cole JA (1985) Black banks: A Survey and Analysis of the Literature. Review of Black Political
Economy 14: 29-50

Conniff, M.L., & Davis, T.J. (1994). Africans in the Americas: A History of the Black Diaspora. ,
New York: St. Martin.

Dahl, D. (1995). Ownership Changes and Lending at Minority Banks. Journal of Banking and
Finance 20: 1289-1301.

Dugan, John (2006). Minority-Owned Banks — Making a Difference in Their
Communities. Office of the Comptroller of the Currency. o

FDIC Federal Deposit Insurance Corporation (2002). FDIC Definition of Minority
Depository Institution
http://www.fdic.gov/regulations/resources/minority/MDI_Definition.html Accessed 20 June
2016

FDIC (2001 to 2014 inclusive) Minority Depository Institutions. FDIC.

FDIC (2014). Minority Depository Institutions: Structure, Performance, and Social Impact. FDIC Quarterly, 8: 33-63.

Hasan I, Hunter W. (1996). Management Efficiency in Minority- and Women-Owned Banks. Economic Perspectives 20: 20-8.
Igbal, Z., Ramaswamy, K., & Akhigbe, A. (1999). The Output Efficiency of Minority-Owned Banks in the United

States. International Review of Economics and Finance 8: 104—114.

Kashian R, McGregory R, Grunfelder-Mcrank D (2014) Whom Do Black-Owned Banks Serve? Communities & Banking.
Boston FDIC Bank, Summer: 29-31

Lawrence, E. (1997). The Viability of Minority-Owned Banks. The Quarterly Review of Economic and Finance, 37: |-21.

Li, W, Dymski, G, Zhou, Y, Chee, M & Aldana, C (2002). Chinese-American Banking and Community Development in Los
Angeles County. Annals of the Association of American Geographers 92: 777-796.

Matasar, A., & Pavelka, D. (2004). Minority Banks and Minority Are Minority Banks Good Communities: Neighbors?
International Advances in Economic Research 10: 43-57.

Price D. (1990). Minority-Owned banks: history and trends. Federal Reserve Bank of Cleveland Economic Commentary July: 1-5.
Ruggles, S., Genadek, K., Goeken, R., Grover, J., and Sobek, M. (2015). Integrated Public Use Microdata Series: Version 6.0
[Machine-readable database]. Minneapolis: University of Minnesota.

Snow | (2014). Zip code to Zcta Crosswalk. Washington DC: American Academy of Family Physicians.
http://www.udsmapper.org/zcta-crosswalk.cfm Accessed 15 June 2015

Thiebolt, A (1970). The Negro in the Banking Industry. University of Pennsylvania, Wharton School of Finance and
Commerce, Industrial Research Unit.

U.S. Census (n.d.). Geography: ZIP Code Tabulation Areas. U.S. Census. https://www.census.gov/geo/reference/zctas.html
Accessed 4 February 2015.




