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Introduction

Homeownership is one of the largest sources of retire-

ment wealth for most households and is promoted as
a key tool for wealth accumulation. However, a long
history of discrimination in the housing market has
constrained the ability of Black households to accu-
mulate housing wealth relative to their White counter-
parts.! Consequently, Black households approaching
retirement are less likely to own homes and, when
they do, they see lower wealth accumulation com-
pared to White homeowners. This brief, which is
based on a recent paper, focuses on the homeowners.?

The goal is to determine what share of the age-55
housing wealth gap is due to disadvantage at the time
of first purchase — namely, less parental assistance
with the mortgage down payment — and what share
is due to slower appreciation of subsequent housing
wealth? To isolate the impact of these factors, the
analysis compares older Black and White homeown-
ers who seem equally able to accumulate housing
wealth based on their socioeconomic characteristics,
but who still ended up with different outcomes.

The discussion proceeds as follows. The first
section provides background on how older Black
families faced disadvantage in nearly every aspect
of the housing market. The second section outlines

the data and methodology used to evaluate the racial
housing wealth gap over the lifecycle for otherwise
similar homeowners. The third section presents the
results, which show that both factors — disparities at
first purchase and subsequent appreciation — play an
important role in explaining the gap at age 55. The
final section concludes that future research should
consider how structural changes in the housing mar-
ket over the past 30 years might have alleviated some
barriers for younger homebuyers.

Background

The explanation for the racial housing wealth gap
among households approaching retirement begins
early in the lifecycle. Lower household incomes
hinder the ability of Black families to save for a down
payment and access the financial services needed to
purchase a first home.* Even among households with
similar income, Black families often lack generational
wealth, making them less likely to receive assistance
from their parents on a down payment.* Previous
studies find that young White households are three
times as likely as Black households to receive parental
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assistance for a home purchase, resulting in a higher
mortgage approval rate and facilitating homeowner-
ship at a slightly younger age.> Moreover, older Black
households faced pervasive discrimination in mort-
gage lending during the 1980s and 1990s, although
recent evidence shows that discriminatory lending
has largely abated due to increased regulation and
widespread adoption of automated underwriting
systems.®

When Black households eventually transition into
homeownership, they are constrained to purchase
less valuable first homes.” In addition to having a
smaller down payment, Black households are rarely
able to purchase homes with the same amenities as
White households because of historical redlining that
pushed Black families into segregated neighborhoods
with less public investment. Residential segregation
not only limits the purchase price of Black homes,
but also depresses subsequent growth in the value of
the house.® Since families typically live in the same
house for long periods, slower appreciation leads
to much lower compounding and ultimately, lower
housing values.’

Finally, Black households are more likely to sell or
lose their home, a phenomenon that was particularly
stark during the financial crisis of 2008.° Indeed,
one recent study argues that disparities in distressed
home sales explain most of the racial gap in apprecia-
tion rates.!! However, since the goal here is to evalu-
ate the racial housing wealth gap between homeown-
ers approaching retirement, families who lose their
house drop out of our sample entirely.

Given that Black households face disadvantage in
nearly every aspect of the housing market, this brief
asks a simple question: what share of the housing
wealth gap among older Black and White homeown-
ers is due to disparities at the time of first purchase,
and what share is due to slower appreciation over the
course of homeownership?

Data and Methodology

This analysis relies on the Panel Study of Income
Dynamics (PSID), a nationally representative survey
conducted since 1968, which includes extensive
information on homeownership and housing wealth
accumulation, and race. The analysis focuses on
Black and White households who buy their first
home between 1980-2000 and follows them through
2019, limiting the sample to those who are still
homeowners at age 55.1

The goal is to compare older Black and White
homeowners who, based on their own socioeconomic
characteristics, might seem equally well situated to ac-
cumulate housing wealth. The extent to which Black
households fall short in this comparison reflects two
sources of structural disadvantage: the lack of parental
assistance and persistent discrimination in the hous-
ing market. The analysis regresses housing wealth
at initial purchase and age 55 (measured in logs and
net of mortgage debt) on household income and other
demographic characteristics:

Housing wealth =
f(Black, log income, household demographics)

The independent variable of interest is the Black
indicator, which reflects the racial gap in housing
wealth holding income and demographics constant.
To present the results from these regressions in an
intuitive way, the coefficients are used to simulate
housing wealth for hypothetical Black and White fami-
lies who are assumed to have the same characteristics
(chosen to be representative of the PSID sample).

Results

To set the stage for the main results, Figure 1 compares
housing wealth at age 55 for the hypothetical Black and
White households. As expected, after controlling for

FI1GURE 1. SIMULATED HouUSsING WEALTH OF AGE 55
HoMEOWNERS BY RACE, 1980-2019, 1IN 2019 DOLLARS

$150,000 $147,000
$100,000 $90,000
$50,000 -
$0 -
Black White

Note: Results are adjusted to control for household income
and basic demographics.

Source: Authors’ estimates from University of Michigan,
Panel Survey of Income Dynamics (PSID) (1980-2019).
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income and basic demographics, Black homeowners
approaching retirement have only 61 percent of the
housing wealth held by older White homeowners.

To understand the drivers of this gap, the first step
is to consider housing market experiences in young
adulthood. Initial housing wealth is simply the house-
hold’s down payment (first house price less mortgage
principal); as expected, Black households approached
the housing market with fewer resources to invest.
Specifically, initial housing wealth for Black house-
holds was only 74 percent of initial wealth for their
otherwise-similar White counterparts (see Figure 2).

TABLE 1. SIMULATED AGE AT FIRST PURCHASE AND
ANNUALIZED APPRECIATION RATE oF HousING
WEALTH, BY RACE, 1980-2019

FI1GURE 2. SIMULATED INITIAL HOUSING WEALTH
(DownN PAYMENT) BY RACE, 1980-2019, IN 2019 DOLLARS

$50,000
$39,000
$29,000
$25,000 -
$0 -
Black White

Note: Results are adjusted to control for household income
and basic demographics.
Source: Authors’ estimates from the PSID (1980-2019).

Because of this resource deficit, Black households
ended up buying less expensive first homes than
White households.”? They also bought them slightly
later (see first row of Table 1). Consequently, Black
families had a little less time to see their houses grow
in value and pay down their debt before age 55.

Not only did older Black homeowners start from
a weaker position, but their housing wealth also grew
more slowly over time. The second row of Table 1 cal-
culates the internal rate of return that, when applied
to the down payment, yields housing wealth at age 55.
For both Black and White homeowners, this internal
rate of return exceeds the annual appreciation rate of
the house itself (around 2 percent during this period)
because housing is a highly leveraged investment.
Nevertheless, Black housing wealth grew 0.7 percent-
age points slower per year. Compounded over two

Black White
Age at first purchase 33 32
Annualized appreciation rate 5.1% 5.8%

Note: Results are adjusted to control for household income
and basic demographics.
Source: Authors’ estimates from the PSID (1980-2019).

decades, this annual appreciation penalty explains
most of the cumulative difference in the growth of
housing wealth.

From a policy perspective, one might wonder what
caused such a stark difference in appreciation: weak
growth in the value of Black-owned homes, or slower
amortization of mortgage debt? Hence, Figure 3
breaks wealth into its components: the asset value
of the house and the remaining mortgage principal.
On the asset side, the value of Black-owned homes
grew by only 40 percent (from $126,000 to $176,000),
compared to 77 percent for homes owned by White
households (from $149,000 to $264,000). On the
debt side, remaining mortgage principal dropped by
11 percent for Black households, but actually grew
slightly for White households between the time of
first purchase and age 55.

FIGURE 3. SIMULATED ASSET VALUE AND MORTGAGE
PrINcCIPAL, BY RACE, 1980-2019, IN 2019 DOLLARS

$300,000

O Initial value $264,000

m Age-55 value
$200,000 $176,000

$149,000
$126,000] $117,000
$97,000 $110,000
$100,000 - $86,000
$0 ‘ :
Black assets Black debt |White assets White debt

Note: Results are adjusted to control for household income
and basic demographics.
Source: Authors’ estimates from the PSID (1980-2019).
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The growth in debt for White households may
seem surprising given that, by age-55, households had
been making mortgage payments for two decades. It
turns out that many older households traded their
“starter home” for a larger, more valuable house with
higher appreciation, and financed the purchase with
additional debt. Black households were 26 percent
less likely to take advantage of this leveraged upsizing.
And when they did, they borrowed less. In addition,
older White households were more likely to refinance
their original mortgage as interest rates fell, and some
of these transactions were cash-out refinances.™* Al-
though they are infrequently discussed in the litera-
ture on mortgage lending, both of these factors sug-
gest that racial barriers to accessing credit persisted
over the lifecycle for this cohort of older homeowners.

Ultimately, the goal of this briefis to determine
what share of the age-55 wealth gap is driven by initial
disparities, and what share is due to subsequent
appreciation. So as a final exercise we conduct a
thought experiment: how large would the age-55 gap
have been had Black households started off with the
same initial housing wealth as White households, but
then subsequently earned their actual, lower apprecia-
tion rate? Figure 4 presents the results, with initial
disparities accounting for 53 percent of the actual
gap and slower appreciation generating the other 47
percent. However, the exact share is sensitive to how
the thought experiment is framed.”

F1GURE 4. SHARE OF THE AGE-55 HousiNG WEALTH GAP
EXPLAINED BY INITIAL DISPARITIES AND SUBSEQUENT
APPRECIATION, 1980-2019

Initital Subsequent
disparities, appreciation,
53% 47%

Note: Results are adjusted to control for household income
and basic demographics.
Source: Authors’ estimates from the PSID (1980-2019).

Conclusion

Black families face disadvantage in nearly every
aspect of the housing market. Consequently, Black
households approaching retirement are less likely to
own homes than White households; and even among
homeowners with similar household income and de-
mographics, older Black households have less hous-
ing wealth than their White counterparts. Hence,
this brief addressed a simple question: what share of
the housing wealth gap at age 55 is due to adverse
experiences at the time of first purchase — namely,
fewer resources to support a down payment — and
what share is due to slower appreciation in subse-
quent years? Although the exact answer is somewhat
sensitive to the details of the analysis, the conclusion
is clear — each factor contributed meaningfully to the
age-55 gap.

Closing the housing wealth gap is a complex
problem to solve. However, in at least one aspect of
the housing market — mortgage lending — conditions
seem to be improving for young Black homebuyers.
Hence, future research should consider how struc-
tural changes in the housing market over the past
30 years could reduce the age-55 housing wealth gap
moving forward.



Issue in Brief

Endnotes
1 Munnell et al. (1996).
2 Liu and Quinby (2023).

3 For example, see Aaronson, Hartley, and Mazum-
der (2021) and Faber (2021).

4 Bond and Eriksen (2021).

5 Choi and Goodman (2018); Lee et al. (2020); and
Charles and Hurst (2002).

6 Bhutta, Hizmo, and Ringo (2022). Similarly, recent
studies no longer find evidence of discrimination

in mortgage pricing (see, for example, Bartlett et al.
2022).

7 Choi, McCargo, and Goodman (2019) and Neal,
Choi, and Walsh (2020).

8 Di, Belsky, and Liu (2007); Newman and Holupka

(2016); Mayock and Malacrida (2018); and Markley et
al. (2020). Lower appreciation could also push Black
households to invest less in their homes since other

asset classes perform relatively better.

9 Additionally, Black buyers typically pay a premium
to purchase their home due to pervasive price dis-
crimination (Bayer et al. 2017; Ihlanfeldt and Mayock
2009; Myers 2004; and Zonta 2019). And similar
discrimination in home appraisals raises the amount
of property taxes levied on Black homes (Amornsi-
ripanitch 2020; Avenancio-Leon and Howard 2022;
and Berry 2021).

10 Bayer, Ferreira, and Ross (2016).
11 Kermani and Wong (2021).

12 Specifically, we follow households until the
financial respondent (typically the primary earner) is
age 55. Since some households transition between
renter and homeowner multiple times, the sample is
further limited to households that remain homeown-
ers consistently from the time of first purchase to age
55. And the focus is on the primary residence rather
than wealth built through vacation or investment
properties since a majority of households own only
one home.

13 Specifically, the purchase price of Black-owned
homes in our analysis was 15 percent less. In theory,
smaller down payments could have resulted from
Black households taking on more debt to acquire
homes of similar value to White households. Howev-
er, the simulated loan-to-value ratio is almost identical.

14 See Liu and Quinby (2023) for details.

15 For instance, if we run the inverse thought experi-
ment — asking how large the age-55 gap would have
been had Black households started off with their
actual initial housing wealth, but had subsequently
earned the faster White appreciation rate — we find
that initial disparities account for 64 percent of the
age-55 gap, and appreciation the other 36 percent.



Center for Retirement Research

References

Aaronson, Daniel, Daniel Hartley, and Bhashkar
Mazumder. 2021. “The Effects of the 1930s HOLC
‘Redlining’ Maps.” American Economic Journal:
Economic Policy 13(4): 355-392.

Amornsiripanitch, Natee. 2020. “Why Are Residential
Property Tax Rates Regressive?” Working Paper
22-02. Philadelphia, PA: Federal Reserve Bank of
Philadelphia.

Avenancio-Ledn, Carlos F. and Troup Howard. 2022.
“The Assessment Gap: Racial Inequalities in Prop-
erty Taxation.” The Quarterly Journal of Economics
137(3): 1383-1434.

Bartlett, Robert, Adair Morse, Richard Stanton, and

Nancy Wallace. 2022. “Consumer-lending Discrim-

ination in the FinTech Era.” Journal of Financial
Economics 143(1): 30-56.

Bayer, Patrick, Marcus Casey, Fernando Ferreira, and
Robert McMillan. 2017. “Racial and Ethnic Price
Differentials in the Housing Market.” Journal of
Urban Economics 102(November): 91-105.

Bayer, Patrick, Fernando Ferreira, and Stephen L.
Ross. 2016. “The Vulnerability of Minority Home-
owners in the Housing Boom and Bust.” American
Economic Journal: Economic Policy 8(1): 1-27.

Berry, Christopher R. 2021. “Reassessing the Property
Tax.” Working Paper. Chicago, IL: University of
Chicago, Harris School of Public Policy.

Bhutta, Neil, Aurel Hizmo, and Daniel Ringo. 2022.
“How Much Does Racial Bias Affect Mortgage
Lending? Evidence from Human and Algorithmic
Credit Decisions.” Finance and Economics Discus-
sion Series 2022-067. Washington, DC: U.S. Board
of Governors of the Federal Reserve System.

Bond, Shaun A. and Michael D. Eriksen. 2021. “The
Role of Parents on the Home Ownership Experi-
ence of Their Children: Evidence from the Health

and Retirement Study.” Real Estate Economics
49(2): 433-458.

Charles, Kerwin Kofi and Erik Hurst. 2002. “The
Transition to Home Ownership and the Black-
White Wealth Gap.” The Review of Economics and
Statistics 84(2): 281-297.

Choi, Jung Hyun and Laurie Goodman. 2018. “Buy
Young, Earn More: Buying a House Before Age 35
Gives Homeowners More Bang for Their Buck.”
Washington, DC: Urban Institute.

Choi, Jung Hyun, Alanna McCargo, and Laurie Good-
man. 2019. “Three Differences Between Black and
White Homeownership That Add to the Housing
Wealth Gap.” Washington, DC: Urban Institute.

Di, Zhu Xiao, Eric Belsky, and Xiaodong Liu. 2007.
“Do Homeowners Achieve More Household
Wealth in the Long Run?” Journal of Housing Eco-
nomics 16(3-4): 274-290.

Faber, Jacob. 2021. “Contemporary Echoes of Segrega-
tionist Policy: Spatial Marking and the Persistence
of Inequality.” Urban Studies 58(5): 1067-1086.

Thlanfeldt, Keith and Tom Mayock. 2009. “Price
Discrimination in the Housing Market.” Journal of
Urban Economics 66(2): 125-140.

Kermani, Amir and Francis Wong. 2021. “Racial
Disparities in Housing Returns.” Working Paper
29306. Cambridge, MA: National Bureau of Eco-
nomic Research.

Lee, Hyojung, Dowell Myers, Gary Painter, Johanna
Thunell, and Julie Zissimopoulos. 2020. “The Role
of Parental Financial Assistance in the Transition
to Homeownership by Young Adults.” Journal of
Housing Economics 47(March): 101597.

Liu, Siyan and Laura D. Quinby. 2023. “What Factors
Drive Racial Disparities in Housing Wealth Accu-
mulation?” Working Paper 2023-3. Chestnut Hill,
MA; Center for Retirement Research at Boston
College.

Markley, Scott N., Taylor J. Hafley, Coleman A. Al-
lums, Steven R. Holloway, and Hee Cheol Chung.
2020. “The Limits of Homeownership: Racial
Capitalism, Black Wealth, and the Appreciation
Gap in Atlanta.” International Journal of Urban and
Regional Research 44(2): 310-328.

Mayock, Tom and Rachel Spritzer Malacrida. 2018.
“Socioeconomic and Racial Disparities in the
Financial Returns to Homeownership.” Regional
Science and Urban Economics 70: 80-96.



Issue in Brief

Munnell, Alicia H., Geoffrey M. B. Tootell, Lynn E.
Browne, and James McEneaney. 1996. “Mortgage
Lending in Boston: Interpreting HMDA Data.”
The American Economic Review 86(1): 25-53.

Myers, Caitlin Knowles. 2004. “Discrimination and
Neighborhood Effects: Understanding Racial Dif-
ferentials in US Housing Prices.” Journal of Urban
Economics 56(2): 279-302.

Neal, Michael, Jung Hyun Choi, and John Walsh.
2020. “Before the Pandemic, Homeowners of
Color Faced Structural Barriers to the Benefits
of Homeownership.” Washington, DC: Urban
Institute.

Newman, Sandra J. and C. Scott Holupka. 2016. “Is
Timing Everything? Race, Homeownership and
Net Worth in the Tumultuous 2000s.” Real Estate
Economics 44(2): 307-354.

University of Michigan. Panel Survey of Income Dy-
namics, 1980-2019. Ann Arbor, MI: Institute for
Social Research, Survey Research Center.

Zonta, Michela. 2019. “Racial Disparities in Home
Appreciation.” Washington, DC: Center for Ameri-
can Progress.



CENTE Rfor
RETIREMENT
RESEARCH

at BOSTON COLLEGE

About the Center

The mission of the Center for Retirement Research
at Boston College is to produce first-class research
and educational tools and forge a strong link between
the academic community and decision-makers in
the public and private sectors around an issue of
critical importance to the nation’s future. To achieve
this mission, the Center conducts a wide variety

of research projects, transmits new findings to a
broad audience, trains new scholars, and broadens
access to valuable data sources. Since its inception
in 1998, the Center has established a reputation as
an authoritative source of information on all major
aspects of the retirement income debate.

Affiliated Institutions

The Brookings Institution

Mathematica — Center for Studying Disability Policy
Syracuse University

Urban Institute

Contact Information
Center for Retirement Research
Boston College

Haley House

140 Commonwealth Avenue
Chestnut Hill, MA 02467-3808
Phone: (617) 552-1762

Fax: (617) 552-0191

E-mail: ccr@bc.edu

Website: https://crr.bc.edu

© 2023, by Trustees of Boston College, Center for Retirement Research. All rights reserved. Short sections of text, not to
exceed two paragraphs, may be quoted without explicit permission provided that the authors are identified and full credit,
including copyright notice, is given to Trustees of Boston College, Center for Retirement Research.

The research reported herein was derived in whole or in part from research activities performed pursuant to a grant from

the U.S. Social Security Administration (SSA) funded as part of the Retirement and Disability Research Consortium. The
opinions and conclusions expressed are solely those of the authors and do not represent the opinions or policy of SSA, any
agency of the federal government, or Boston College. Neither the United States Government nor any agency thereof, nor any
of their employees, make any warranty, express or implied, or assumes any legal liability or responsibility for the accuracy,
completeness, or usefulness of the contents of this report. Reference herein to any specific commercial product, process

or service by trade name, trademark, manufacturer, or otherwise does not necessarily constitute or imply endorsement,
recommendation or favoring by the United States Government or any agency thereof.



	Introduction
	Background
	Data and Methodology
	Results
	Conclusion
	Endnotes
	References

