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HOUSING AND WEALTH INEQUALITY: RACIAL-ETHNIC
DIFFERENCES IN HOME EQUITY IN THE UNITED
STATES*
LAUREN J. KRlVO AND ROBERT L. KAUFMAN
In our study, we took a first step toward broadening our understanding of the sources of both
housing and wealth inequality by studying differences in housing equity among blacks, Hispanics,
Asians, and non-Hispanic whites in the United States. Using data from the American Housing Survey, we found substantial and sign~ficantgaps in housing equity for blacks and Hispanics (but not
for Asians) compared with whites, even after we controlled for a wide range of locational, lfe-cycle,
socioeconomic, family, immigrant, and mortgage characteristics. Furthermore, the payoffs to many
factors are notably weaker for minority than for white households. This finding is especially consistent across groups for the effects of age, socioeconomic status, and housing-market value. Blacks
and Hispanics also uniformly receive less benefit from mortgage and housing characteristics than
do whites. These findings lend credence to the burgeoning stratijcation perspective on wealth and
housing inequality that acknowledges the importance of broader social and institutional processes
of racial-ethnic stratiJication that advantage some groups, whites in this case, over others.

R e c e n t research has emphasized that large racial differences in wealth in the United
States stem from both hoGsehold flows of;ncome and racially inequitable institutional
practices (Oliver and Shapiro 1995; Shapiro 2004). This is particularly clear for the largest share of wealth held by a large portion of households: housing equity (U.S. Census
Bureau 2001). Microeconomic factors are central determinants of the acquisition and
value of housing (Alba and Logan 1992; Coulson 1999; Krivo 1995; Lewin-Epstein,
Elmelech, and Semyonov 1997), and hence racial socioeconomic inequality reproduces
stratification in housing wealth across racial groups. However, many studies have also
shown that black and Hispanic households are dealt with less favorably than majority
whites at each stage of the process, from locating to acquiring to financing housing (Farley
1996; Massey and Denton 1993; Ross and Yinger 2002; Turner 1992; Yinger 1995, 1997).
Such differential treatment should reduce minorities' accumulation of home equity compared with whites' in that blacks and Hispanics find it more difficult to purchase homes
and to do so with favorable mortgage terms in areas with high values and levels of appreciation (Bradford 2002; Flippen 2001a, 2001b; Krivo 1995; Long and Caudill 1992;
Munnell et al. 1996; Ross and Yinger 2002; Turner 1992; Yinger 1995).
Yet, knowledge of how household and market factors contribute to racial and ethnic
differences in levels of housing wealth is limited in several ways. First, analyses of wealth
inequality among racial-ethnic groups have generally explored the sources of overall
wealth (Campbell and Henretta 1980; Conley 1999,2001; Menchik and Jianakoplos 1997;
Oliver and Shapiro 1995; Wolff 2001). Few have examined specific components of wealth,
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such as home equity, separately for groups, except in a descriptive manner (Keister 2000a;
Kennickell, Starr-McCluer, and Suden 1997; Oliver and Shapiro 1995; see Blau and Graham 1990 for an analytic exception). Studying inequality in total wealth ignores any
unique processes that generate racial-ethnic differences in particular types of wealth. We
overcame this problem by conducting an in-depth examination of the largest source of
wealth for most households with any wealth: housing equity (U.S. Census Bureau 2001;
Wolff 1998). Only Parcel (1982), Blau and Graham (1990), and Flippen (2001a) have
conducted analyses of racial inequality in the value of home equity in national samples.
However, the studies by Parcel and by Blau and Graham are both dated and ignored critical housing and market factors. Although Flippen's research used more recent data, it
examined only preretirement households aged 5 1-6 1 and excluded housing and market
conditions.
Another shortcoming of prior research on both wealth and housing inequality has
been a near-exclusive focus on black and white households (Blau and Graham 1990;
Campbell and Henretta 1980; Conley 1999, 2001; Horton and Thomas 1998; Keister
2000a; Oliver and Shapiro 1995; Parcel 1982). Research on wealth inequality beyond the
black-white divide is in its infancy (Campbell and Kaufman 2000; Flippen 2001a; Hao
forthcoming). A larger literature has examined residential segregation and inequality in
housing conditions for whites and Hispanics or Asians, but this research has not connected housing conditions to home equity or wealth (Alba and Logan 1992; Alba, Logan,
and Stults 2000b; Fischer 2003; Flippen 2001b; Frey and Farley 1996; Krivo 1995;
Massey and Denton 1993; Myers and Lee 1998; Rosenbaum and Friedman 2001). We
addressed this gap by examining the determinants of inequality in housing equity among
whites, blacks, Asians, and Hispanics in the United States. Examining Asians and Hispanics who have different social positions from blacks, including a younger average age
and a greater prevalence of immigrants, should provide a more nuanced understanding of
the role of race-ethnicity in the accumulation of housing equity.
Finally, aspects of the institutional and social context of housing have not been examined in previous analyses of racial-ethnic differences in home equity. Social, locational,
and financial characteristics of mortgage and housing markets systematically disadvantage minority (particularly black) households compared with white households (Bradford
2002; Holloway and Wyly 2001; Oliver and Shapiro 1995; Ross and Yinger 2002; Turner
1992; Yinger 1995). These housing-market disadvantages could reduce the accumulation
of housing equity among racial and ethnic minorities by constraining them, for example, to
buy houses of lower value with smaller down payments or to pay more interest for homes
that appreciate more slowly. However, lower levels of segregation and other market constraints experienced by Hispanics and Asians suggest that institutional and housing-market
factors may not affect the home equity of these racial-ethnic groups as strongly as they do
the home equity of blacks. We explored whether institutional and housing-market characteristics have ramifications for inequality in home equity by incorporating the characteristics of mortgages and aspects of the metropolitan housing and racial-ethnic context.

PRIOR RESEARCH
Research on the determinants of the accumulation of household wealth has been dominated by microeconomic explanations, in particular Modigliani's life-cycle thesis that
wealth accumulates across the life course until retirement, at which point spending reduces
wealth (Keister and Moller 2000). Some studies have also used a status-attainment framework either implicitly (Oliver and Shapiro 1995) or explicitly (Campbell and Henretta
1980; Land and Russell 1996). According to this view, wealth accrues from both current
and earlier household economic resources and social statuses. Only a small portion of the
literature on wealth has focused on the role of race or ethnicity in the accumulation of
wealth. These studies have documented a large and persistent black-white disparity in net
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worth, which is considerably greater than racial income inequality (Blau and Graham 1990;
Campbell and Henretta 1980; Conley 1999, 2001; Hao 1996; Oliver and Shapiro 1995;
Shapiro 2004; Wolff 1998, 2001). For example, the median net worth of whites in 1995
was 8 times that of blacks, and the income ratio was 4 to 1 (Wolff 1998).
Even less is known about other racial-ethnic groups' accumulation of wealth. A few
studies have compared the representation of blacks, Hispanics, Asians, and whites
among top wealth holders (Keister 2000b; Wolff 1998). Kennickell and his colleagues
found that Hispanic and nonwhite households together hold just a quarter of the wealth
of non-Hispanic white households (Kennickell and Shack-Marquez 1992; Kennickell
and Starr-McCluer 1994; Kennickell et al. 1997). Much smaller differences in wealth
exist between Asians and whites (Campbell and Kaufman 2000; Hao forthcoming).
Despite the dominance of microeconomic explanations, it is clear that the wealth gap
between blacks and whites is due to more than just intergroup differences in prior statuses
or life-cycle characteristics (e.g., Conley 2001; Oliver and Shapiro 1995). Oliver and
Shapiro argued that the remaining racial difference is rooted in historic and contemporary
processes of discrimination. Residential segregation and other forms of discrimination in
housing and mortgage markets are particularly important because home equity is the largest component of wealth for most households.
Although Oliver and Shapiro (1995) documented the persistence of discriminatory
housing processes, they did not directly analyze how these processes affect the accumulation of wealth. We suggest that the best way to study the effects of such conditions is to
analyze components of wealth separately to model influences that may be unique to any
component. For example, racial-ethnic inequality in mortgage lending should influence
the accumulation of home equity but not necessarily the accumulation of net worth from
financial investments. Analyzing total net worth likely masks the effects of determinants
that are unique to single aspects of wealth. Thus, we analyzed home equity to elucidate
the role of housing-market and social-context factors in generating racial-ethnic disparities in the largest component of wealth.
Similar to studies of total wealth, the vast majority of research on housing has applied microeconomic and life-cycle approaches. Accordingly, the purchase of a home and
the growth of housing equity is considered to result from the greater incomes and needs
for space that accrue as individuals get older, marry, and have children. Many studies
have found that age, education, income, and marriage are strongly associated with homeownership and the value of owned housing (e.g., Alba and Logan 1992; Coulson 1999;
Krivo 1995; Lewin-Epstein et al. 1997; Lewin-Epstein and Semyonov 2000; Rosenbaum
1996). Yet, they have also shown that the economicllife-cycle approach provides an incomplete explanation of racial and ethnic differences in rates of homeownership and net
housing worth in the United States. Rather, the accumulation of housing and wealth reflect broader processes of social stratification (e.g., Horton and Thomas 1998; LewinEpstein et al. 1997; Lewin-Epstein and Semyonov 2000; Spilerman 2002). The ability to
obtain more financially and socially advantageous housing is strongly influenced by the
social and historical situations of racial and ethnic groups. In particular, patterns of segregation and discrimination in housing and mortgage-lending markets are prime sources of
the considerably poorer housing conditions of blacks and some other minority groups.
Discrimination by brokers, racial-ethnic steering, redlining, and other forms of
mortgage-lending discrimination make it more difficult for black and Hispanic households to obtain high-quality housing (Holloway and Wyly 2001; Massey and Denton 1993;
Oliver and Shapiro 1995; Turner 1992; Yinger 1995). These practices also limit access to
communities with greater status and amenities, such as good-quality schools, parks, and
shopping (e.g., Alba, Logan, and Stults 2000a; Flippen 2001b; Rosenbaum and Friedman
2001). Whites' prejudice against living in areas with numerous minorities (especially
blacks) also weakens the demand for housing in nonwhite neighborhoods (Bobo and
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Zubrinsky 1996; Charles 2000; Farley et al. 1994; Krysan 2002). The result is diminished
value and lower appreciation of owned housing and greater difficulty in finding betterquality dwellings. These problems are the most severe for blacks but have also been documented for Hispanics (e.g., Yinger 1995).
Considerable research has used a stratification approach to explore the role of race and
ethnicity in the housing market. However, this research has focused primarily on analyses
of either residential segregation or inequality in homeownership, not on the sources of
differences in the accumulation of equity across groups (Alba and Logan 1992; Alba et al.
2000b; Krivo 1995; Krivo and Kaufman 1999; Massey and Denton 1993; Rosenbaum
1996). This work is informative regarding the sources of inequality in equity because the
transition to homeownership is a prerequisite to holding any wealth in a home. Yet, for
those who are interested in the wealth-generating potential of homeownership, studies of
this dichotomous transition fall short; houses vary considerably in their overall value, and
households differ in the likelihood of realizing equity from their homes. A number of
studies have partially addressed this limitation by exploring the predictors of the value of
owned homes (Horton and Thomas 1998; Krivo 1995; Lewin-Epstein et al. 1997; Long
and Caudill 1992). These studies have generally found that blacks and Hispanics own
homes of lesser value than do similar whites even when the researchers controlled for the
characteristics of dwellings. Such analyses get us closer to understanding the wealth implications of homeownership. However, they provide only a crude indication of the sources
of inequalities in actual home equity. These inequalities are dependent not only on housing
values but also on other financial and mortgage characteristics, including the amount of
the down payment and mortgage, the type and terms of the mortgage, and the level of
secondary-mortgage debt.
In the analyses presented here, we sought to rectify these limitations of prior research
on race-ethnicity, wealth, and the housing market. In particular, we explored the sources of
racial and ethnic inequality in home equity itself (not estimated housing value) for four
large groups in the United States: non-Hispanic whites, non-Hispanic blacks, Asians, and
Hispanics. The models incorporate locational, life-cycle, socioeconomic, and immigrant
characteristics, along with critical factors that represent aspects of mortgages, housing
markets, and the racial-ethnic context of metropolitan areas. Using this approach, we assessed the sources of racial-ethnic inequality in one specific component of wealth within
its own unique household and institutional context. Our study also updates and broadens
the understanding of housing wealth inequality to a recent time across a more diverse set
of groups than simply blacks and whites. The inclusion of a variety of racial-ethnic groups
is particularly important in light of the ever-growing diversity of U.S. society.

DATA AND METHODS
Data
We used data from the national sample of the 2001 American Housing Survey (AHS) to
analyze racial-ethnic gaps in household home equity. The AHS is a longitudinal survey of
housing units that has been conducted every two years since 1985, with newly built units
added at each enumeration. Occupants provide information on the characteristics and costs
(including the value and financing) of their dwellings, along with basic demographic data.
The 2001 AHS sample included 42,487 occupied housing units (i.e., households).' The
unit of analysis is households because home equity is a household-level concept. We excluded residents of mobile homes and those with missing data for equity, and we further

1. A small number of additional units in the AHS sample were occupied in 2001 by individuals whose
usual place of residence was elsewhere (n = 708).
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Table 1.

Operationalizations of Household and Metropolitan Characteristics

Variable
Home Equity
Equity in $10,000~
Race-Ethnicity
Black

Operationalization
Estimated value of the primary owned household residence minus the total
value of principal owed on all mortgages on this property
Dummy variable coded 1 if the householder or spouse is non-Hispanic black

Asian

Dummy variable coded 1 if the householder or spouse is non-Hispanic Asian

Hispanic

Dummy variable coded 1 if the householder or spouse is Hispanic

Residential 1,ocation
Midwest
South

Dummy variable coded 1 if resides in the Midwest
Dummy variable coded 1 if resides in the South

West

Dummy variable coded 1 if resides in the West

Central city

Dummy variable coded 1 if resides in a central city

Suburb

Dummy variable coded 1 if resides outside a central city in a metropolitan area

Age
Agea
Age squared

Age in years
Square of age

Household Statuses
Household income

Total household annual income in $1,000~(for members aged 14 and older)

Working

Dummy variable coded 1 if the householder or spouse is currently working

Educationa

Years of education completed

Widowed

Dummy variable coded 1 if currently widowed

Other not married

Dummy variable coded 1 if never married or currently divorced or separated

Intermarried

Dummy variable coded 1 for a marriage between a non-Hispanic white
individual and a person of any other race-ethnicity

Children

Number of children under age 18 in the householder's family

Length of residence

Number of

the householder has lived in the current dwelling
(continued)

limited our sample to non-Hispanic whites (28,455), non-Hispanic blacks (4,505), Asians
(1,390), and Hispanics (4,208).2

Variables
Dependent variable. Table 1 presents the operationalizations of the variables. Home equity
was measured as the total estimated value of an owned home minus the total amount of
principal owed on all mortgages on this property (in $10,000~).
Independent variables. Race-ethnicity was measured with a set of dummy variables
comparing non-Hispanic whites, non-Hispanic blacks, non-Hispanic Asians, and Hispanics using the respondents' self-identification. Married-couple households were considered
non-Hispanic white if both the householder and spouse identified themselves as such.
2. We also excluded a few households in which individuals from different minority groups were intermarried (e.g., a black householder with a Hispanic spouse). Asian and Hispanic subpopulations (e.g., Mexican,
Chinese, or Filipino) are not identified in the AHS.
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(ZbL 1, continued)
Variable
p
p

Operationalization
---- -

-

-

-

Immigrant Characterlst~cs
Natlve bornb

Dummy varlable coded 1 ~fnarlve born

Natural~zedcltlzenb

Dummy var~ablecoded 1 ~fa natural~zedcltlzen

Years in United Statesa

Years resided in the United States if not native bornc

MortgageiHousing Characteristics
Dummy variable coded 1 if previously owned another home
Prior owner
Condominium owner

Dummy variable coded 1 if own a condominium

Interest rate

Mortgage interest rate (percentage)'

Variable term mortgage

Dummy variable coded 1 if the mortgage terms are variablec

F H N V N F H A M mortgage

Dummy variable coded 1 if the mortgage is FHA, VA, or FHAM financingc

Large down payment

Dummy variable coded 1 if the down payment was more than 30% of the
purchase pricec

Inherited down payment

Dummy variable coded 1 if the main source of the down payment was an
inheritancec

Metropolitan Housing Context
Percentage of new housing
Median housing value

Percentage of housing units in 2000 that were built between 1991 and 2000
Median value of owner-occupied housing units in 2000

Metropolitan Racial-Ethnic Context
Percentage black
Percentage of the 2000 population who were non-Hispanic black
Percentage Asian

Percentage of the 2000 population who were non-Hispanic Asian

Percentage Hispanic

Percentage of the 2000 population who were Hispanic

Black-white segregation

Index of dissimilarity for black and white residents in 2000

Note: Reference categories for mulricategory nominal variables are (1) non-Hispanic white for race-ethniciry, (2) Northeast
for region, (3) nonmetropolitan residence for merropolitan location, (4) currently married for rnarlral status, and (5) not a
citizen for nativitylcitizenship.

aFor married couples, age, educarlon, and years in rhe Unired States (for nonnarive households) were measured as the
maximum of the householderi and spouse's values.
b ~ omarried
r
couples, natlve born was coded 1 if either the householder or the spouse was narive born. Similarly, among
nonnative married couples, naturalized cirizen was coded 1 if either the householder or rhe spouse was a naturalized citizen.
'Dummy variables for missing dara on years in the United States, morrgage characteristics, and down payment are included
in all the models.

When a non-Hispanic white was married to a minority person, the household's raceethnicity was coded as the minority person's group identification. Households with a minority person may be more likely to experience discrimination in the housing market.
Intermarriages with whites are more prevalent for Asians and Hispanics than for black^.^
We included two indicators of residential location as general controls for geographic
variation in housing prices: three dummy variables for region and two dummy variables
for metropolitan location. Age and age squared represent the nonlinear relationship between
stage in the life course and wealth. Socioeconomic status was measured with household
income, a dummy indicator of the householder's/spouse's working status and education.
For married couples, age and education were the maximum of the householder's and
3. Note that 14.2% and 16.9% of Asian and Hispanic households in this sample were intermarried. Only
2.5% of black households were intermarried.
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spouse's values. Several measures describe the family composition of the householder:
marital status, racial-ethnic intermarriage, and number of children. The number of years
the householder had lived in the current housing unit controlled for the strong effect of
length of residence on equity.
Several variables measured the characteristics of immigrants. Two dummy variables
distinguished those who were native born and those who were foreign-born naturalized
citizens from noncitizens. Households were defined as native born if either the householder or the spouse (when present) was born in the United States. (The presence of one
native-born adult should overcome any language and information barriers that constrain
immigrants' attainment of housing.) Naturalized citizens included non-native-born households in which either the householder or the spouse became a citizen through naturalization. For foreign-born married couples, years in the United States was the maximum of
the householder's and spouse's length of U.S. residence.
We included two housing characteristics that are associated with the greater accumulation of equity: prior ownership and owning a condominium. Mortgage characteristics
were measured by the interest rate, a variable-terms dummy variable, and a dummy indicator for FHA, VA, or FHAMfinancing, all of which should reduce levels of equity. Large
or inherited down payments assist households to accumulate equity and were incorporated as dummy variable^.^
For a subset of metropolitan households, the AHS data identified their specific metropolitan areas of residence (136 Metropolitan Statistical Areas or Primary Metropolitan
Statistical Areas were identified).5 These places included 61% of the metropolitan households in our sample (and 71% of those in the nonrural portion of metropolitan areas). For
these households, we explored the contextual effects of the characteristics of metropolitan
housing markets. Percentage of new housing and median housing value measured housing
growth and prices. Residential segregation of blacks from whites and the sizes of the Asian
and Hispanic populations represent the broader context of housing-market ~tratification.~
Segregation indices are from the Racial Residential Segregation Measurement Project
(2004); the other metropolitan-context data came from the 2000 Census Summary File 3.

Model and Estimation Issues
Prior analyses of home equity or housing value have usually analyzed samples of
homeowners, excluding nonhomeowners because the outcome is censored and cannot be
observed for nonowners (e.g., Horton and Thomas 1998; Keil and Zabel 1996; Krivo
1995; Myers and Chung 1996; Parcel 1982). Parcel (1982) included nonhomeowners by
assigning them a value of zero for home equity. Applying such methods of analysis results in biased and inconsistent parameter estimates (Long 1997:201-203). In particular,
coefficients tend to be underestimated. We used tobit models, which provide consistent
estimates of the coefficients by including nonhomeowners and treating their equity as
censored (Long 1997:189; see Lewin-Epstein et al. 1997 for an analysis of housing values using tobit techniques).
Tobit analysis is closely akin to techniques for correcting sample-selection bias and
is equivalent to combining a probit analysis predicting censoring with a regression analysis predicting the noncensored values of the outcome (Long 1997:204). Tobit regression
predicts a latent outcome, which, in our case, is the observed home equity for
4. Conventional mortgages generally require a 20% down payment. In our sample, 29.1% of the
homeowning households made a down payment of at least 30%.
5 . For some households, we know only that they lived within the New York-northern New Jersey-Long
Island Consolidated Metropolitan Statistical Area (CMSA). In these cases, we used contextual characteristics
for the CMSA.
6. Our models excluded several nonsignificant measures: percentage black, Asian-white segregation, Hispanic-white segregation, and the Hispanic and Asian immigrant contexts.
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Table 2.

Descriptive Statistics for Home Equity, Homeownership, and Mortgage Characteristics
Whites

Variable

Median

Blacks
Mean

Median

Asians
Mean

Median

Hispanics
Mean

Median

Mean

-

Full Sample
Homeowner

-

.733

Home equity

5 1,144

92,963

Owners
Home equity

80,000

126,773

10.000

14.630

Length of residence
Have a mortgage

-

,612

Prior owner

-

,591

Inherited down payment

-

,025

Large down payment"

-

,299

Owners With a Mortgage
Inrerest rate

7.250

7.495

High inreresr (29%)

-

,043

Variable terms of morrgage

-

.I45

FHA/VJA/FHAM mortgage

-

.l78

Second mortgage

-

.244

Full Sample Weighred N

28,131

aAmong those wlth nonrnisslng lnforrnat~onon down payment

homeowners, and has a censored value for nonowners. The coefficients can be interpreted
as effects on this latent outcome. For comparability with descriptive statistics, we rescaled
the parameters as effects on the censored outcome (Long 1997:210). Using tobit techniques, we first estimated a baseline model that included only race-ethnicity. We then
performed progressive adjustments, adding sets of variables to explore how various predictors mediate the relationship between race-ethnicity and home equity. For the metropolitan subsample, we estimated group-specific tobit models to examine similarities and
differences in effects across racial-ethnic groups and to assess the influence of contextual
aspects of housing-market stratification.'

RESULTS
Table 2 presents descriptive statistics for homeownership, home equity, and mortgage
characteristics separately for the racial-ethnic groups. Having any home equity is, by definition, affected by the purchase of a home. It is well known that racial and ethnic differences in levels of homeownership are an important source of wealth inequality, and our
data are consistent with this view. Over 70% of white households own their homes, compared with 46% of black households and 49% of Hispanic households. Asians fall between
7. The contextual analyses are multilevel, with metropolitan areas as higher-level and households as lowerlevel units. Thus, we estimated random effects (RE) tobit models with correlated errors within metropolitan
areas. For whites, the RE error component is significant, and we present the results from the RE models. The RE
error component is not significant for the other groups, and their results are from tobit models without random
effects.
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these extremes, with a homeownership rate of 55%. The basic relationship between
homeowning and equity is clear from the means and medians of housing equity. Blacks
and Hispanics have notably lower values of mean home equity than do whites, and all
three minorities have low median housing equity because homeownership is so much less
common. The differences are particularly stark when one compares whites with blacks and
Hispanics because less than half these minority households own homes.
Looking only at homeowners shows a similar pattern for whites, blacks, and Hispanics and indicates that Asians hold considerably more net wealth in their houses than do
whites. The low levels of home equity for blacks and Hispanics are striking. Even when
they purchase homes, over half the black and Hispanic households have less than $52,882
and $60,000 in equity, respectively. In contrast, the white median is at least $20,000
higher. These patterns do not appear to result from group differences in length of residence in their homes. Asians have, by far, the most equity and have lived in their houses
for the shortest periods; blacks and whites have spent similar amounts of time in their
current homes but evidence a large gap in housing equity.
For the mortgage characteristics, a few interesting patterns stand out. The groups
with a large number of immigrants (Asians and Hispanics) have the highest percentages
of mortgage holders, which should be associated with less accumulated equity. However,
for Asians, this association is offset by other advantages in the mortgage market; many
in this group made large down payments, and few have high-interest, variable-term, or
FHAIVAIFHAM mortgages. In contrast, black and Hispanic mortgage holders are notably more disadvantaged than white mortgage holders. Both have home loans with higher
interest rates than do whites, and they are 1.5 to 2.5 times as likely to pay interest of 9%
or more. While the black-white gap in interest rates may seem small (0.39%), it translates into $5,149 more paid by a black mortgage holder than a white mortgage holder
over the 30-year course of a median-valued black home loan of $53,882. If this excess
were invested, it would yield $11,903 in additional net worth at a 5% rate of return.
Similarly, the modest Hispanic-white gap in mean interest (0.17%) means that a
Hispanic mortgage holder pays $3,441 more than does a white mortgage holder for a 30year mortgage on a median-valued Hispanic home loan of $80,000.
Finally, FHA, VA, or FHAM mortgages make up a third or more of all primary home
loans for blacks and Hispanics; only 18% of whites and 16% of Asians hold such mortgages. The sizable presence of FHA, VA, or FMHA loans among black and Hispanic
homeowners is striking because such loans require lower down payments and cost more
than conventional mortgages. Small down-payment requirements encourage lower-income
households to purchase homes, which should be financially beneficial, but the higher costs
also place these households at risk, since they may not be able to afford the house payments over the long run. Furthermore, and most pertinent to the current research, the low
down payments and high interest rates of FHA, VA, and FMHA mortgages contribute to
the slower accumulation of equity. This may have important implications for racial-ethnic
inequality in wealth, particularly since past research has demonstrated that the greater
reliance of minority households on FHA, VA, and FMHA loans is only partly due to these
households' lower incomes and wealth (Yinger 1995).
How does racial-ethnic variation in such mortgage characteristics, as well as in
household locational, social, economic, and immigrant statuses, contribute to disparities
in equity? We explore this issue in the next section. We then consider how the effects on
housing wealth of these factors and of metropolitan context vary across whites, blacks,
Hispanics, and Asians.
Sources of Racial and Ethnic Gaps in Equity
Figure 1 presents the results from tobit models that addressed the first issue we just posed.
For each group, the left-most dotted bar represents the estimated difference in home equity
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i 1.

Ed-Ethnic Differences in Housing qui* Pmpssive Adjustments

1
Race only
+ Region

+ Household statuses
+ Immigration

+ Prior owner

+ Mortgage traits

from non-Hispanic whites. Each successive bar shows the white-minority difference in
equity after a set of predictors is added to the model. The baseline gaps in equity on the
left show a pattern that is consistent with the descriptive statistics presented in Table 2.
Black households have the lowest equity of the racial-ethnic groups (about $64,000 less
than that of white households). Hispanic home equity is also very low relative to that of
whites (about $57,000 lower). The Asian-white gap in equity is much less, at only $9,929.
Regional and metropolitan location are added next. Comparing the first two bars for
each group shows that location has the largest effect on the home equity of blacks, who are
heavily concentrated in central cities and the South, where housing values are relatively
low. Asian households are highly concentrated in metropolitan areas in the West (especially California) and parts of the Northeast, where housing prices are very high. Note that
the Asian-white gap in equity would be even larger than it is if Asian households were
more likely to reside in the lower-priced areas inhabited by whites. To a modest degree,
this pattern is also found for Hispanics because of their concentration in the West.
The addition of age to the model shows that Asians and Hispanics have lower net
equity than do whites partly because they are younger. When age is controlled, the Asianwhite home-equity gap drops by approximately $11,000, and the Hispanic-white gap decreases by nearly $14,000. Age has only a small effect on the black-white gap in equity.
A major source of inequality in the accumulation of housing derives from group
variation in household characteristics (socioeconomic status, family composition, and
length of residence). Looking at the additional changes in differences in equity when
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these factors are added to the model provides support for this view. Blacks' and Hispanics' levels of equity would be much more similar to whites' levels if there were less
racial-ethnic inequality in family and socioeconomic status. Indeed, the largest single
drop in the black-white gap in equity occurs when these household statuses are added to
the model.* In interpreting this finding, it is important to recognize that some share (often sizable) of the socioeconomic differences among groups results from historic
processes of intergenerational reproduction of inequality, as well as from contemporary
processes of discrimination in schools, labor markets, and other social institutions.
Although clearly central, microeconomic and life-cycle approaches do not fully account
for the lower home equity held by black and Hispanic households, both of whom still
have significantly less net equity than white households ($28,656 and $25,713, respectively). After location, age, and household statuses are controlled, over 40% of the
baseline gaps in equity of blacks and Hispanics from whites remain. The pattern for
Asians is somewhat different. Taking household statuses into account increases the net
gap in equity, which remains significant.'
The next three sets of factors have been examined less frequently-immigrants'
characteristics, prior homeownership, and mortgage traits. As would be expected, immigrant statuses have no effect on the black-white gap in equity because the flow of immigration has been small among blacks. In contrast, immigrants constitute a large share of
the Asian and Hispanic populations. Indeed, only 30% of the Asian households in our
sample were born in the United States. Foreign birth and shorter lengths of U.S. residence mean that these groups have less knowledge and time to accumulate equity than
do whites. As such, the difference in home equity decreases substantially for both when
these characteristics are controlled.
Results from the next model demonstrate that the accumulation of equity is heavily
contingent on earlier access to homeownership; all three white-minority gaps in equity
are notably reduced when prior ownership is controlled. Those who have previously
owned a house can use the money earned from its sale to invest in and increase the
equity of subsequent housing. Because minority households, particularly black households, confront substantial obstacles in buying homes, they have less access to a major
means of further accumulating equity across the life course. Indeed, only about 30% of
current black homeowners in our sample had previously owned a house, while almost
60% of white homeowners had done so.
The last model shows that mortgage characteristics play a small net role in explaining the remaining differences in equity across groups, contrary to discussions in the
housing-stratification literature. This finding is surprising, especially for blacks, for
whom there is considerable evidence of mortgage-lending discrimination (Holloway and
Wyly 2001; Munnell et al. 1996; Ross and Yinger 2002). However, if mortgage variables
were added before the other predictors, they would explain a substantial portion of the
black-white disparity (15%).
To provide a picture of how the predictors affect home equity, Table 3 presents the
full set of coefficients from the final pooled tobit model (i.e., including all the coefficients from the final progressive-adjustment model presented in Figure 1). First, as displayed in Figure 1, black and Hispanic households have significantly lower levels of home
equity than do white households, even after a wide range of household characteristics are
controlled. This is not the case for Asians, whose net housing equity is comparable to that
8. Supplementary analyses indicate that groups' differences in socioeconomic status are the predominant
force in these changes. In fact, the Hispanic-white disparity increases when only family statuses are controlled,
while the black-white gap narrows somewhat.
9. Supplementary analyses identified family statuses and length of residence in the dwelling as the prime
contributors to this change.
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Table 3.

Tobit Model of Home Equity, Pooled Analysis

Variable

b

SE

Race-Ethnicity
Black
Asian
Hispanic
Residential Location
Midwest
South
West
Central city
Suburb
Age
Age
Age squared
Household Statuses
Household income
Working
Education
Widowed
Other not married
Intermarried
Children
Length of residence
Immigrant Characteristics
Native born
Naturalized citizen
Years in the United States
(continued)

for whites.I0 Most of the other predictor variables have significant effects. Households in
the South and Midwest have less home equity than do those in the Northeast, while households in the West have significantly more housing wealth. Those who live in a central
city, work, and are not married have significantly less equity, while those who live in
10. One reviewer questioned the degree to which the reduction in group disparities in equity reflects group
differences at the point of purchasing a home versus disparities that develop over time, since these may have
different implications for social policy. Although a full analysis is beyond the scope of our data, we have several
indicators of temporal dynamics (age, length of residence in the dwelling, years in the United States, and prior
ownership) that we can use to partially address this issue. Supplementary analyses indicate that the reduction in
black-white and Hispanic-white disparities between Models 1 and 7 is predominantly due to group differences
that roughly correspond to the point of purchase (77% and 64% of the change, respectively). For the Hispanicwhite gap, the cumulating effects of all four temporal factors are important, but for the black-white gap, only
prior ownership has a major influence. For the Asian-white gap, group differences at the point of purchase are
still important, but in a different way. The disparity in equity increases (it nearly doubles) when only these
factors are controlled, and it is the playing out of temporal dynamics that reduces the gap to nonsignificance.
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b

Variable
MortgageIHousing Characteristics
Prior owner

SE

6.1700**

,1186

Condominium owner

4.0253**

,2503

Interest rate

-.2268**

,0537

,0448

,2032

-.4406**

.I810

Variable-term mortgage
F H N V N F H A M mortgage
Large down payment
Inherited down payment
Constant
Standard Error of Estimate
Standard Deviation for Latent Y
Implied R2 for Latent Y
Scaling Factor
McDonald and Moffitt Decomposition
Percentage of effect on equity
Percentage of effect via ownership

45.3
54.7

Note: Results for missing data dummy variables for years in the United States, down payment, and
mortgage characteristics not shown.

**p < .O1 (one-tailed test); "p

< .O1

(rwo-tailed test)

suburban areas, are older, have higher incomes, are more educated, have more children,
and have lived longer in their current house have more home equity. Both native-born
citizens and foreign-born naturalized citizens have much higher levels of home equity
than noncitizens ($28,576 and $23,601, respectively); immigrants who have resided in
the United States for longer periods also have more equity. Finally, a number of housing
and mortgage characteristics significantly influence levels of equity. Previous ownership
and owning a condominium increase equity substantially, by $61,700 and $40,253, respectively. Financial access to large or inherited down payments has obvious benefits, as
is seen in the large positive coefficients for both types of down payments. The importance
of obtaining favorable terms on a home loan is clear: higher interest rates and holding an
FHA, VA, or FMHA mortgage both reduce equity. As the descriptive statistics showed,
black and Hispanic households are more likely to hold FHA, VA, or FMHA mortgages
and loans with higher interest rates, and these mortgage disadvantages are particularly
great for black households.

Racial-Ethnic-Specific Models of Home Equity
To explore further the sources of inequality in housing equity across the white, black,
Hispanic, and Asian populations, we estimated group-specific models of equity. We limited the sample to households in the metropolitan areas identified in the AHS to explore
the influence of the contextual aspects of the housing market." The results of these models are presented in Table 4.
11. To determine if bias is introduced by this sample restriction, we estimated the pooled model for the
metropolitan sample. This estimation yielded parallel results to those in Table 3, except that FHA, VA, or FHAM
mortgage is marginally not significant in the restricted sample.
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Group-Specific Tobit Models of Home Equity

Variable

Whites

Blacks

Asians

Hispanics

Residential Location
Midwest
South
West
Central city
Age
Age
Age squared
Household Statuses
Household income
Working
Education
Widowed
Other not married
Intermarried

-

-.2032

-1.6364

.I283

Children

,3607'

.2340*

,8729'

,1512

Length of residence

.3157**

,1583"

.4892'*

.1894**

Immigrant Characteristics
Native born
Naturalized citizen
Years in the United States
MortgageiHousing Characteristics
Prior owner

1.9354'

2.6012'

3.0819**

2.6536'

,2601

,3122

1.3152"
.9064**

,044 1

.0835'*

.0906'

,0180

8.4391"

2.2944"

7.8952"

3.3408"

Condominium owner

2.9278"

2.7212**

4.1090**

1.9108**

Interest rate

-.5317**

-.1545*

-.2917

-.1911*

,0398

Variable-term mortgage

1.0208'

-.5038

,3596

FI-WVAIFHAM mortgage

-.3458

-.5426

-.2573

-.2739

Large down payment

3.4320"

1.3 1OO'*

3.71 59**

1.4185'*

Inherited down payment

3.3368**

1.4958'

2.1897

2.4398"
(continued)

Comparing the coefficients across the four racial-ethnic groups shows that some of
the important predictors of home equity affect all these populations. Those with higher
incomes and education, those with more years of residence in their houses, married persons, and native-born persons have significantly more housing equity, irrespective of race
and ethnicity. Similarly, whites, blacks, Asians, and Hispanics who have previously owned
a house, are condominium owners, or made large down payments all reap the benefits of
increased equity. And living in areas with higher housing values leads to greater housing
wealth within each of the four populations.
However, differences in the patterns of effects across groups far outweigh these
broad similarities. Virtually all the indicators of age, socioeconomic status, and family
composition have weaker effects on home equity for the three minority groups than for
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(Table 4, continued)

Variable

Whites

Metropolitan Housing Context
Percentage of new housing

-.0307

Median housing value ($1,000~)

.0526**

Blacks

-.0240
.0111"

Asians

Hispanics

.0648

,0454'

,0377"

.0178**

Metropolitan Racial-Ethnic Context
Percenrage Asian
Percenrage Hispanic
Black-white segregation
Constant

-21.5192

-14.5560

-16.0157

-6.6323

Standard Error of Estimate

13.9165

11.9221

20.5412

13.5661

Standard Deviation for Latent Y

20.2870

16.7370

30.5446

19.8408

Implied R2 for Latent Y

,5294

,4926

,5477

.5325

Scaling Factor

,7072

,3725

,471 5

,3447

McDonald and Moffitt Decomposition
Percentage of effect on equity

50

30

35

29

Percentage of effect via ownership

50

70

65

71

Note: Results for missing data dummy variables for years in the United States, down payment, and mortgage characteristics
not shown.

'p

<

.05 (one-tailed test); " p < .01 (one-tailed test); ' p < .05 (two-tailed test); "p < .O1 (two-tailed test)

whites. Indeed, age, working, widowhood, and intermarriage are not significant for
Asians or Hispanics, while working and intermarriage are not significant for blacks.
Even more striking are some of the differences in the size of the effects of the significant
variables. Black, Asian, and Hispanic households gain substantially lower equity returns
to income and education than do white households. Each $10,000 of income increases
housing equity for whites by $1 7,770, but only by $15,900, $9,500, and $15.150 for
blacks, Asians, and Hispanics, respectively. A four-year difference in education (e.g., a
college versus a high school degree) leads to an increase of almost $20,000 in whites'
home equity, but increases of only $12,616 in Asians', $6,852 in blacks', and a mere
$2,564 in Hispanics' home equity. Clearly, minority households must have notably
higher incomes and levels of education than otherwise similar white households to accumulate as much wealth in their homes.
The influence of length of residence shows a different pattern. Blacks and Hispanics
gain considerably less equity than do whites for each additional year of ownership, but
Asians accrue equity more rapidly than any other group. Ten years of residence results in
an average gain of $31,570 for whites, but only half that much for blacks ($15,830) and
60% of that for Hispanics ($18,940). Asian housing equity would have increased by
$48,920 over the same 10-year period, 55% more than for whites. This finding suggests
that Asians may operate in a unique housing market, in which the demand for and hence
appreciation of homes are great, thereby allowing many such households to accumulate
housing wealth rapidly.I2 The effects of prior ownership, condominium ownership, and a
12. We considered the possibility that Asians may accumulate equity more rapidly because they acquire
shorter mortgages. However, descriptive statistics showed that all four racial-ethnic groups initiated mortgages
of nearly identical average length.
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large down payment among Asian households are also similar to or exceed those for white
households, providing some additional evidence for this interpretation.
The results suggest that the opposite is true for black and Hispanic households, who
likely face a weak housing market in which prices and appreciation are low and, hence,
the accumulation of equity is slower than in the majority market. Prior ownership, interest rates, and large or inherited down payments all have smaller effects on home equity
for blacks and Hispanics than for whites. Along with continued residence in a home as it
appreciates, the most direct ways to increase housing equity would be to pay less interest,
use the equity from a prior home, and/or otherwise be able to make more substantial
down payments. However, these strategies have modest payoffs for blacks and Hispanics
compared with whites. For example, the payoff to prior ownership is about $23,000 for
blacks, over $33,000 for Hispanics, but close to $85,000 for whites.
Metropolitan characteristics have rarely been included in models of housing value or
equity. Examining them separately for the four racial-ethnic groups provides a more nuanced interpretation of housing-market processes, but also reveals some puzzling findings. Consistent with the pattern of effects for the household variables, median housing
values have particularly weak influences on the equity accumulated by blacks and Hispanics. Living in an area with a $1,000 higher median housing value is associated with
about $500 more equity for whites, but only one fifth as much for blacks (about $100)
and one third as much for Hispanics (about $175).
The weak housing-market conditions that blacks face may lead to the expectation of
a negative effect of black-white segregation on home equity among blacks. Yet, we found
the opposite, in that blacks' home equity is greater when blacks are more segregated.
Thus, it appears that blacks operate within a segregated and racially stratified context in
which it is difficult for them to accumulate high levels of home equity in the open market.
Rather, one of the only ways in which blacks can attain greater home equity is if there is a
well-defined separate market for blacks in which demand is high. Another surprising finding is the significant negative effect of percentage Hispanic on blacks' home equity. One
possible explanation is that large Hispanic populations create competition with blacks for
better housing and that blacks get squeezed out of the portions of the market with the
greatest potential for the accumulation of equity.
Although the effects of household characteristics for Asians are mixed, the two
significant context effects both indicate a weak housing market among Asians. Higher
median housing values are associated with smaller increases in home equity for Asian than
for white households, even though the difference is not as great as for the other groups.
Furthermore, Asian households have lower home equity when they are a larger share of the
population. Thus, Asian households benefit greatly from some personal and housing factors,
but contextual forces constrain their accumulation of the same housing wealth as whites.
Finally, one truly puzzling result is that new housing has a positive effect on the
home equity of Hispanics, although it is not significant for the other groups (net of household length of residence). This finding may reflect low levels of home equity in older
barrios than in newer communities to which Hispanics have gained access.
DISCUSSION AND CONCLUSIONS
What are the sources of the extraordinary disparities among racial-ethnic groups in their
accumulation of wealth? We explored this question by modeling the predictors of the
largest share of wealth held by most households: home equity. Two types of models were
examined to address our broad question: (1) analyses that combined whites, blacks, Hispanics, and Asians to evaluate the relative contribution of types of factors to group differences in net average equity and (2) racial-ethnic-specific models that explored differences
in the processes that generate equity. Both analyses point to the centrality of racial-ethnic
stratification and discrimination for understanding disparities in home equity.
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A key finding from the pooled analyses is that for blacks and Hispanics, the largest
drops in differences in equity occur when household statuses (including income and education) are controlled. Considerable past research has demonstrated that racial-ethnic
differences in socioeconomic status result from both achievement and discrimination in
multiple realms (e.g., schools, labor markets, and families) within and across generations. Thus, the gap in home equity that is due to differences in household statuses represents, in large part, the outcome of processes that take place outside of and prior to entry
into the housing market. Thus, processes that create prior social and economic inequality
are reproduced as group disparities in the accumulation of housing wealth.
But differential treatment of blacks and Hispanics compared with whites within the
housing market, as shown by audit (and other) housing-market studies, is also consequential for the growth of disparities in equity over time. Indeed, after we controlled for
household age, we found that past exclusion from the housing market (as evidenced in
lower rates of previous homeownership, particularly among blacks) is an important
source of the lower home equity that is subsequently attained. This finding is consistent
with the sedimentation argument set forth by Oliver and Shapiro (1995), in which they
noted that consistent barriers to homeownership for blacks over the course of history
continue to impede their potential to generate wealth.
The group-specific analyses further bolster the stratification perspective in that the
payoffs to many factors are notably weaker for minority households than for white
households. This lesser payoff is particularly uniform across the minority groups for age,
socioeconomic status, and housing-market value. The same is true for mortgage and
housing characteristics for blacks and Hispanics. These findings are consistent with
Flippen's (2001a) study of home equity among preretirement-age whites, blacks, and
Hispanics, as well as with considerable evidence that nonwhites are widely discriminated against in the housing market in ways that limit their access to the most-favorable
neighborhoods and housing (Alba and Logan 1992; Alba et al. 2000a; Flippen 2001b;
Logan and Alba 1993; Massey and Denton 1993; Rosenbaum and Friedman 2001 ; Ross
and Yinger 2002; Yinger 1995). Such discrimination (e.g., providing less information,
steering to more heavily minority areas, showing smaller, lower-quality, or lower-value
homes) should mute the influence of family and market factors on housing equity, as we
found here. Whites' prejudice against living near minorities similarly constrains market
processes by reducing the demand for and hence the value and appreciation of homes
owned by nonwhites.
The role of market constraints on minorities' accumulation of equity is further evidenced by the way in which the predictors affect entry into the ownership market versus
increasing equity once a home is owned. Because a tobit model simultaneously estimates
influences on the probability of homeownership and on variation in equity, the effect of
each variable can be decomposed into its "direct" influence on equity and its "indirect"
effect on equity through the likelihood of homeownership (McDonald and Moffitt 1980).
The decomposition results at the bottom of Table 4 show a striking pattern. For whites, all
factors affect home equity equally through their influence on the chances of owning a
home and on the amount of equity attained after a house is purchased. For blacks, Hispanics, and Asians, the effects are channeled predominantly through homeownership. Thus, if
we considered only those who own homes, the differences in effects between whites and
minorities would be even larger than those we described. This pattern implies that the role
of prejudice and discrimination in diminishing the accumulation of wealth through housing is likely greater than has already been noted, especially for blacks and Hispanics.
Our findings also highlight what is learned by moving beyond the nearly exclusive
focus on black-white inequality in past research on wealth and housing. Blacks, Hispanics,
and Asians are distinctly situated with respect to economic and social positions. When we
extend the groups that are examined, it becomes clear that an expanded theoretical and
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empirical repertoire is needed to encompass the diversity of social statuses and processes.
For example, Asians and Hispanics are strongly affected by their recent histories of immigration but have dissimilar socioeconomic statuses. Such differences from each other and
from blacks are reflected in varying sources of gaps in equity across groups. Thus, the
immigrant character and young age of the largely foreign-born Asian population are especially important for understanding Asians' initial disadvantage in home equity compared
with whites. This is also the case for the Hispanic-white disparity. But, just as for blacks,
the influence of immigration is dwarfed by the role of household and economic forces in
lowering levels of housing equity of Hispanics relative to whites.
Separate analyses of blacks, whites, Hispanics, and Asians further revealed the diversity of processes across groups. Hispanics are much like blacks in the way that discrimination in the housing market appears to suppress the accumulation of home equity, but
this is not systematically the case for Asians. In particular, the payoffs to a variety of
housing indicators (length of residence, prior ownership, interest rates, large and inherited down payments, and metropolitan housing values) are all dramatically smaller for
both Hispanics and blacks than for whites. The consistency of this pattern strongly suggests that these two minority populations cannot hope to attain the housing wealth of
majority households because of the ways in which prejudice and discrimination weaken
the demand for living with and buying homes from Hispanics and blacks. In contrast,
most housing characteristics have payoffs for Asians that are equal to or greater than
those for whites, with the notable exception of metropolitan housing values.
Finally, our analyses demonstrate the value of analyzing components of wealth separately to study unique predictors. At the household level, mortgage and housing characteristics are unlikely to affect the accumulation of financial assets (such as stocks or
bonds), but are obviously central to understanding both the accumulation of equity, in
general, and group disparities in equity. Similarly, there is little reason to believe that
metropolitan-level housing contexts would influence trusts and inheritances, but they are
important determinants of the accumulation of and inequality in housing wealth. Applying an analogous strategy to the full range of specific types of assets would elucidate the
unique forces that affect each and identify the role they play in producing and reproducing overall inequality in wealth.
Our research suggests several avenues for future work on inequality in housing and
wealth. First, because of the lack of data, we were unable to consider some mechanisms
that may contribute to racial and ethnic inequality in home equity. These mechanisms
include differences in market appreciation, inheritance levels (not just receipt), and the
social class origins of minority versus majority white households. Second, the AHS data
we used do not distinguish Asian or Hispanics subgroups, so we were unable to explore
important variation within these panethnic groups. Third, our analyses were cross sectional,
with only a few indicators of household history. Because households accumulate wealth
over time, research on the accumulation of assets would benefit from longitudinal data and
analyses. Unfortunately, no nationally representative surveys have followed the same
households over time, collected information on inheritances and families' social origins,
and have samples that are large enough for analyzing the populations examined here, let
alone a wider and more-detailed array of racial-ethnic groups. Collecting such data in the
future would be a boon to research in this area.
In sum, our research on home equity has linked the nascent literature on racialethnic wealth inequality to research that has documented large racial-ethnic differences
in housing and the quality of neighborhoods. Such inequality in housing has important
ramifications for household members' well-being. Housing wealth provides households
with economic resources, such as protection against inflation, a hedge against catastrophic events, and access to low-cost home equity loans. In turn, these resources can
be used to enhance noneconomic well-being by increasing educational opportunities for
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children, leisure activities and health care during retirement, and the like. By directly
examining home equity as a component of household assets, we demonstrated that minority groups differ dramatically in their ability to accumulate the same long-term economic resources as do whites. If such inequality could be reduced, blacks and Hispanics
would improve their current and future economic and noneconomic well-being.
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