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DEBT FINANCING

The Archaic Lending Tactic That's (Likely) Still Holding African American
Business Owners Back

As New York Attorney General Eric T. Schneiderman files suit against Evans Bank, a reminder that redlining is bad for
business too.

JeremyQuittner @

The illegal practice of bank redlining is happening in cities across the U.S. CREDIT:

The memory of Ferguson, Missouri, with its terrible images of police brutality and reminders of persistent racial inequalities, is stilll fresh
in the nation's psyche.

Now comes news, first reported by the New  York Times Tuesday, of another kind of racial discrimination--this time allegedly perpetrated
by banks against prospective African American mortgage borrowers. On Tuesday, New York State Attorney General Eric T. Schneiderman
filed a lawsuit in the U.S. District Court for the Western District of New York, against Evans Bank, charging it with redlining in Buffalo, New
York. The suit is part of an ongoing investigation into bank lending practices to minorities in the state.

Redlining, an illegal practice with roots that stretch back to the 1920s, eliminates typically poorer, inner-city neighborhoods from a
financial institution's lending outreach efforts. A related practice, called reverse redlining, charges disproportionately higher rates for
loans to minority borrowers in those areas. 

Both practices, it seems, got a boost immediately prior to and during the financial crisis, when it became harder for borrowers in general
to get bank financing. And redlining has likely extended financial difficulties for thousands of minority-owned small businesses.

“It is crucial that all New Yorkers, regardless of the color of their skin or the racial composition of their neighborhood, be afforded an equal
opportunity to obtain credit," Schneiderman said in a release today. "This is especially true as families continue to recover from the
mortgage crisis."

By Jeremy Quittner
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Sadly, fewer mortgages to African American customers probably also means fewer African American small businesses. Numerous
studies point to a direct correlation between home ownership and business creation and access to financing. 

According to a 2012 Small Business Administration survey on immigrant home ownership, access to capital, and business formation: 

For all individuals, home ownership is an important determinant of business formation because home equity can be invested
directly in the business or used as collateral to obtain business loans. Home owners are found to be roughly 10 percent more
likely to start businesses than are non-home owners even after controlling for other factors such as education, family income,
and initial employment status.

The Evans Bank case is one of nearly half a dozen against banks for similar practices, where some of the nation's largest financial
institutions prior to the financial crisis and in its immediate aftermath, either charged higher interest rates or stopped lending to
minorities in poorer urban areas. Other cities where such problems have occurred and where suits are pending include Providence, Rhode
Island and Los Angeles. The banks named in the suits include Bank of America, JP Morgan Chase, Santander Bank, and Wells Fargo,
according to the Times. In August, a Los Angeles judge dismissed the case against JP Morgan, but gave the city attorney an opportunity
to file an amended complaint. 

In the Evans Bank case, the suit alleges that of 1,114 mortgage applications received by Evans for metropolitan Buffalo between 2009 and
2012, only 4 came from African American customers. Only eight applications came from the city's predominantly African American
Eastside neighborhood over the same time period. 

And the paucity of mortgages Evans considered from Buffalo's African American community has likely restricted the economic recovery
of its Eastside neighborhood. It's a lesson all banks should keep in mind as the nation continues to recover. 

"Redlining compounds the effects of that crisis by denying individuals access to homes, jobs, and economic opportunity," Joseph
Kelemen, executive director of Western New York Law Center, said in a statement Tuesday.
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How Twitter Went From a Tiny Podcast Startup to an $11 Billion Social
Media Network

The iconic little bluebird celebrates its 11th birthday on March 21, 2017.
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How Twitter Went From a Tiny Podcast Startup to an $11 Billion Social Media Network  MORE OPTIONS 

By Salvador Rodriguez
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