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Helping Achieve the
Dream of Homeownership

Vision

Despite the fact that they have become the largest minority
in the United States, Latinos still face many obstacles when trying to
obtain homeownership. This report will summarize the demographic
trends and the realities of the Latino community in Chicago to get a
better picture of what their situation is. It will also draw attention to
mortgage products that target this group, give suggestions of how to
promote financial literacy and, subsequently, obtaining homeowner-
ship. Moreover, this report will give examples of the best practices
for lenders, Realtors, and housing counselors when dealing with the
emerging market for Latino homeownership. Homeownership helps
build wealth and this report will try and guide those who are in a po-
sition to assist in the process of buying a home.
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Best Practices Review

Summary

Lenders, Realtors and housing counselors must all recognize the
characteristics of the group they are going to serve. If they are going to
provide their services to the Latino community in Chicago, they must be
aware of the demographic trends and realities of this population so that
they know the needs of their clients. Subsequent to obtaining this knowl-
edge, providers will be better prepared to offer services that are catered to
what the client needs. These providers must increase the standards about
how they do their business and be aware of the programs that are avail-
able to this low to moderate-income population. Low-interest mortgage
loans and financial literacy classes may give the client the boost they
need to buy a home. Special consideration should be made for the likeli-
hood that persons taking these classes will bring their children and a
space should be made available to keep them busy . For some of the older
children, this may instill a desire to learn more about financial literacy.
Sometimes, these children may act as translators and service providers
must be aware of this common family make-up.

These groups should unite in an effort to increase the efficiency
of their services. When bonds are formed between organizations, there is
more awareness of the services that are available. In turn, the organiza-
tions can turn to one another for assistance and increase the guidance that
is provided to members of the community.

The aforementioned items are all part of the best practices for
lenders, Realtors, and housing counselors when dealing with the low to
moderate income Latino community. Following each of these steps will
help provide the best home buying experience for this underserved popu-
lation. If these service providers do not follow the best practices, they can
easily turn this process into a nightmare. However, supplying the client
with utmost quality services and treatment can turn the process into a
dream come true.

The demographic trends of this community reflect a harsh real-
ity. The percentage of Latino homeowners in Chicago fall too short of
White homeowners. As members and partners of the community, lenders,
Realtors, housing counselors can start an economic revolution in the La-
tino community by helping them build wealth through homeownership.
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Homeownership in Latino Communities

Protocols of Respect and Partnerships

Demographic Reality and Trends

In order to get a feel for the financial situation that low to mod-
erate-income Latinos face when trying to obtain homeownership one
must study the demographic realities and trends. Population statistics,
homeownership rates, and income will be evaluated on a wide scale and
later compared to specific communities of our target population. This
will enable us to identify key differences related with race, homeowner-
ship, and wealth in different areas of Chicagoland. First, we will examine
race in the population and the rates of homeownership in the state of Illi-
nois. We will then focus on and compare those statistics to those of the
City of Chicago, and, finally, particular Latino Communities that are
relevant to our study. Finally, we will study the income that these differ-
ent groups earn to try to hypothesize why there are differences in rates of
homeownership among different groups. (Figures from the 2000 census)

City of Chicago

The state of Illinois features a predominantly White population
(67.8%) while Latinos make up 12.3% and Blacks with 15.1%. The per-
centage of homeowners in the state is 67.3%. A drastic change is wit-
nessed as we observe the race of the population of the City of Chicago.
Blacks make up the largest portion of the population (36.4%), followed
by Whites (31.3%) and Latinos (26%). This is a much more diverse
group that will give us better data to study and gather information on
Latino homeownership.

Chicago has more renters than owners (52% renters, 48% own-
ers). This is a tremendous decline in homeownership. With a much
greater percentage of Latinos as renters, we must ask ourselves two ques-
tions. Could this change be the result of a higher Latino population? Or
can we associate this change with the city lifestyle? Although there is a
significant decrease in the White population, they still have more owners
than renters.

As we continue to witness changes in the number of people
from different races and percentages of homeowners, we can later as-
sume reasons for those changes. We must examine areas heavily popu-
lated with Latinos to better understand the situation they face regarding
obtaining homeownership. Logan Square, Humboldt Park, South Lawn-
dale (includes Little Village), Lower West Side (includes Pilsen), and
South Chicago are areas in Chicago in which we will shift our focus.

Protocols of Respect

When dealing with this client base, certain protocols of respect
must be followed. Many Latino cultures are vastly different from typical
American culture. For this reason, lenders, Realtors, and housing coun-
selors must be cautious on how they communicate with their customers.
Referring to an older Latino client by their first name may offend them
and cause them to seek another provider. This protocol of respect must
not be deviated unless told by the customer to do so.

The level of service provided to this client base must be no dif-
ferent from the conventional clients. Equal treatment must be applied and
part of the code of ethics. Additionally, these clients may be a more loyal
client base. Quite often, hard working immigrants will be more inclined
to protect their earnings and will not toy around with this process. These
clients must also be educated on predatory lending since they are a tar-
geted group in this malicious practice. This must also be translated in a
respectful way, avoiding speech in a condescending manner.

Teamwork/Communication within Partnerships

Another way Realtors, housing agencies, and lenders can famil-
iarize themselves with the Latino community is by partnering with each
other. Each party is interested in reaching out to this target audience and
a reliable network aids in spreading credibility and trustworthiness.
Moreover, these partners must also share this commitment. To properly
serve the community, clear and open lines of communication must be
made and teamwork should be implemented within this network.

These service providers must work collaboratively with each
other during the home buying process. Attorneys also have a significant
role in this process and must be included. Each of these parties must un-
derstand the contract and they should make sure the client understands it
as well. Just as there should be good lines of clear communication with
the customer, the same should exist between partners. A collective under-
standing that one partner isn’t more important than the others should be
expressed. This whole process is a joint effort and neither party should be
overly possessive of the client. Instead, all partners should realize how
much each agency can contribute and what their expectations are. They
all need to be positive and inclusive, but assertive. The presence of team-
work and good communication between the partners will ultimately
benefit the client.



Best Practices for Housing Counselors

misinformation in order to improve credit scores.

Financial literacy classes are the next step after the credit is re-
stored. Counselors and their agencies should provide financial fitness
workshops, such as Money Smart classes, that help the client prepare
their own budget, manage their money, and stress the importance of fi-
nancial responsibility. This preparation will enable clients to become
self-sufficient consumers.

Post-Purchase and
Foreclosure Prevention Counseling

Counselors must offer counseling after the client has purchased
the home. Again, this process is new to many of these clients and they
need guidance subsequent to buying the home. During the post-purchase
phase, the client should be provided with plenty of information that will
help them in maintaining their homeownership status. Information re-
garding refinancing, homeowners’ insurance, property taxes and exemp-
tions, budget preparation, home equity, property rehabilitation loans, and
upkeep and maintenance of their home should be explained and made
available for clients. In addition, counselors should realize the possibility
of foreclosure. Foreclosure prevention counseling is another useful tool
that helps clients keep their home. They should be educated on the causes
of default and negotiating resolutions with lenders to prevent foreclosure.

Since these underserved clients tend to be relatively inexperi-
enced with the home buying process, counselors must be mindful that
terms and concepts are thoroughly explained, as misunderstandings may
result. In addition, bombarding the customers with too much information
may prove to be futile, as the customer may not be able to retain much
new and unfamiliar information. Counselors must always act in the best
interest of the clients and must be aware of who they choose to do busi-
ness with. Maintaining good relationships with trustworthy Realtors and
loan officers will greatly benefit the customer when they ask for referrals.
Most importantly, good counseling can help the client with all aspects of
buying a home.

Latino Homeownership Rates and the
Browning of America

Chicago - Owned and Rented Occupied
Housing Units

48% @ Owned

@ Rented

52%

Logan Square & Humboldt Park

Logan Square is a north side Latino community made up mostly
of people of Mexican and Puerto Rican origin. This neighborhood is
known as a Mecca for immigrants and is rich in Latino culture. 65.1% of
Logan Square’s population consists of Latinos while Whites make up
26.3%. Overall, 66% of Logan Square residents are renters while 34%
own. Again, we see another decline in homeownership. This time it
appears in one of the most recognizable Latino communities in Chicago.
Latinos in Logan Square are made up of 62% renters and 38% owners.
Whites, however, are made up of 51% owners and 49% renters. How will
this trend continue as we study other Latino communities?

Logan Square’s neighbor to the South, Humboldt Park, has a
high percentage of Latinos as well. Latinos in this area are made up
mostly of two groups, Mexicans (51.4% among Latinos) and Puerto
Ricans (37.3% among Latinos). In 1990, this area was made up of 51.6%
of residents of Puerto Rican origin and 34.6% of residents of Mexican
origin among Latinos. There is a strong representation of Puerto Rican
culture along with the presence of their fellow Mexicans, whose
influence is notably engraved in the neighborhood. Although it may not
be common knowledge, this area is as much a Black community as it is




Neighborhood Statistics

Latino. Blacks make up about 47.4% of the population while Latinos
comprise 48%. The White population is not as widespread in Hum-
boldt Park as it is in Logan Square, as they only represent 3.3% of the
population. Upon further analysis, 60% of the population rents while
40% are homeowners, an improvement from the homeownership
situation in Logan Square. An interesting finding in this study shows
that the small 3.3% population comprised of Whites in this area con-
sists of 51% owners and 49% renters. In the Latino population, about
62% are renters and 38% are owners. This percentage of homeowners
is greater than the percentage in Logan Square, however, there con-
tinues to be a disparity as we compare the White population to Lati-
nos.

4 )
Logan Square - Latino Owned and Rented

Occupied Housing Units
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Best Practices for Housing Counselors

Housing counselors are another important resource that the La-
tino community turns to for assistance in the home buying process. Cli-
ents may tend to be more open to work with these counselors, particu-
larly because many of the housing agencies are non-profit. However,
counselors must still reach out to this group and make them feel wel-
come. There should be a positive and inviting atmosphere so the client is
comfortable and becomes more likely to revisit. When serving the cus-
tomer, counselors must be conscious of their clients” many needs and
they should keep in mind that they must try to provide for these needs as
efficiently as possible. Also, housing agencies should implement one-on-
one counseling so that each client gets adequate attention for their needs.
Group counseling tends to overlook certain clients and they may enter the
home buying process unprepared.

The housing counselor must guide the client through each step
in the preparation for home buying process. They must also be honest
about the situation the clients are in. Can they afford to buy a home? If
they cannot, they must not be discouraged. Encourage them to put them-
selves in a better situation so that they can later be approved for a mort-
gage loan. Additionally, both the counselor and the client must be aware
and knowledgeable of the threat predatory lending poses. Counselors
must know the predatory lending laws and prepare the customer for this
hazard. Predatory lending could easily destroy the chances of long-term
homeownership.

Pre-Purchase Counseling

During the pre-purchasing step, counselors must thoroughly
evaluate the clients’ ability to pay a loan. With the assistance of private
and public loan programs, can the client gather the funds to pay for a
mortgage? Counselors should layer such subsidies in an attempt to gather
as much assistance as possible. Their income and expenses should be
evaluated and a budget should be made to gather whether or not buying a
home is feasible at the time. If they cannot, credit restoration and finan-
cial literacy classes should be offered.

The credit restoration process entails a thorough review of the
clients credit report. As derogatory credit is found, the counselor should
plan to correct it. Follow up and negotiations with creditors may be nec-
essary to reduce debt and/or set up payment plans. Counselors should
also request that creditors correct any credit bureau




Best Practices for Realtors

Neighborhood Statistics

omers. When dealing with low to moderate income Latinos, including
undocumented immigrants, this is significantly important because many
are first time homebuyers and are not exposed to those rights. For exam-
ple, they should be informed of the Chicago Heat Disclosure Law, which
states that the “projected average monthly cost of utility service” should
be disclosed. Items such as these can be essential when considering the
costs of living in an owned home.

Disclosure of other items dealing with the conditions and true
zoning of said buildings should be provided. Undisclosed interest on
property and ministerial acts are other items that this group may not un-
derstand but should be educated on so they know the situation the trans-
action is in. All policies need to be shown in writing and explained to the
customer. Another important item is the home warranty. The warranty
can be a crucial purchase for lower income individuals because it covers
unexpected expenses that could potentially cripple the client. In addition,
there are many older homes in areas such as Logan Square that are in
need of maintenance. Lenders will sometimes cover this expense, usually
$300, and it usually covers for one year.

Serving the Clients Needs

After Realtors subscribe themselves to a code of ethics and set
of rules, completes the adequate educational programs, creates a check-
list, and becomes knowledgeable of what important items must be dis-
closed, they must then focus on serving the client.

The Realtor must first be aware of the customer’s needs. Non-
monetary needs seem to be overlooked. The Realtor must be cognizant of
these needs, which may include neighborhood, school districts, and dis-
tance from place of employment among others.

Communication

During the home buying process, the Realtor must communicate
clearly the responsibility of buying a home. Continuous and consistent
follow-up with consumers must be performed and the Realtor must be
readily available. The seriousness of the transaction must be expressed so
that the customer can make decisions accordingly. All options should be
provided, however, the Realtor must not engage in decision-making. The
client must understand the process so they know what is available and
make their own decisions based upon that knowledge.
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Humboldt Park Population - # of Residents by Race

Asian Black Latino White Other

Little Village & Pilsen

Now we will shift our attention to Neighborhoods that are
among the most heavily populated with Latinos, South Lawndale and
Lower Westside. These areas include the two highest concentrations of
Latinos in Chicago, Little Village and Pilsen. These areas have
predominant populations of Mexicans and are known for their fine
illustrations of Mexican culture, colorful appearances, and streets lined
up with some of the best restaurants in the city. These neighborhoods are
proud of their roots and it becomes very apparent upon visiting both
areas.

Little Village is located in South Lawndale and is commonly
associated with 26" street, where restaurants and shops line up and down
the street. Latinos in this area comprise 83% of the population, 91.5% of
which are Mexican. This differs from Logan Square and Humboldt Park




Neighborhood Statistics

in that the Latino populations in those area had more representation from
Puerto Ricans with regard to population. The rest of the population in
Little Village is 12.9% Black and 3.5% White. The percentage of total
owner-occupied housing units is comparable to the percentages in Logan
Square and Humboldt Park; yet, the Whites in this area are much more
likely to be homeowners than Latinos. 58% of Whites in this area are
owners while 42% are renters, similar to the trend in Humboldt Park.
Only 39% of the Latinos are owners while 61% of them are renters. The
disproportion of homeownership with relation to race continues as Little
Village is studied.

Pilsen is Little Village’s neighbor to the east. It is located in the
Lower Westside community of Chicago. This area, to a greater extent, is
heavily populated with Mexicans. This well-known Latino community
has the highest Latino population in Chicago. 88.9% of Pilsen is com-
prised of Latinos, 91.7% of which are Mexican. The rest of the popula-
tion consists of 8.1% Whites and 1.8% Blacks. As we look at the statis-
tics related to homeownership, the results are as expected. The Pilsen
population is made up of 73% renters and 27% owners. The Latino statis-
tics are very similar, with 74% renters and 28% owners while 62% of
Whites are renters and 38% are owners.

Pilsen Population - # of Residents by Race
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Best Practices for Realtors

Much like lenders, Realtors must cater to the needs of low to
moderate income Latinos and offer services that are appropriate for them.
The Realtor is another mediator with which these Latinos should be able
to confide in, therefore, they need to build trust with these buyers. The
recurring issues in the Realtor community related to operational and ethi-
cal problems are obstacles when trying to create a bond of trust these
clients. The best practices for Realtors dealing with this group will be
discussed in the following segment.

Code of Ethics, Rules, and Continuing Education

It is imperative that Realtors subscribe to the Code of Ethics,
offered by the National Association of Realtors along with other reputa-
ble Realtor organizations, as they work with Latinos and their entire cli-
entele. They should also follow the guidelines of the Real Estate Licens-
ing Act and their own code of ethics to further ensure their clients are
treated fairly. The rules of the agency should be clearly stated and fol-
lowed.

The use of continuing education courses can be another useful
tool for Realtors. This makes certain that Realtors of the agency are con-
tinuously learning about the real estate business and are increasingly
competent. The Realtor should also take homeownership courses that his/
her client has taken. This will prepare the Realtor to answer questions if
necessary. However, willingness to take training and demonstration of
true intent to work for customer must be displayed. As Realtor Alexander
Chaparro, stated, “You make the investment before you get the benefit.”

Realtor Checklist

A Realtor checklist can be used to make certain all parties know
the process of the transaction. The implementation of this tool can avoid
problems before they occur. The Realtor can start by brainstorming the
biggest problems they can encounter during the home buying process.
These items can be prioritized on the checklist along with other items
that are standard for the transaction being completed. Many Realtors cur-
rently do not use such a mechanism; nevertheless, it can greatly improve
service and customer satisfaction.

Disclosure of Rights, Acts, and other Items

The Realtor must explain rights when working with the cust-




Best Practices for Mortgage Lenders

Insert other Matrix
here

time these classes place must be taken into consideration, as these can
become restrictions to probable participants. The classes must also be
available in Spanish.

Establish a Presence
As these first steps are taken, lenders should now focus on be-

coming a familiar face in the neighborhood. Do these potential customers
know of the lender’s financial institution? Are they aware of the products
these institutions provide? What is their opinion? The lender must evalu-
ate these questions and later act on these issues. Homebuyer educational
classes are a start, but additional strides must be taken. The lender should
participate in housing fairs, sponsor neighborhood events and distribute
information that facilitates access to the mortgage products and their fi-
nancial institution.

Neighborhood Statistics

South Chicago - Latino Owned and Rented
Occupied Housing Units

26%

@ Owned

@ Rented

74%

South Chicago

South Chicago is another community, located in in the southeast
side of Chicago, that is continuing to grow with Latinos. This is yet an-
other community that shows the struggle Latinos are encountering when
trying to obtain homeownership. As you can see in the chart above, the
vast majority of Latinos in South Chicago are renters. The White popula-
tion in this area comprises 38% owners and 62% renters. The trend con-
tinues.

As we have studied a broad spectrum and followed up with sta-
tistics of the most concentrated Latino communities, we can now make
many comparisons and have a better feel for the situation that Latinos
face. The percentage of overall homeownership has steadily decreased as
we focused on these smaller areas. Since the smaller areas that were stud-
ied showed an increase of Latino residents and a decrease in homeowner-
ship, we must try to find reasons for this disparity. Could this relationship
have something to do with median household income? Further analysis
must be made to scrutinize the possibility.




Neighborhood Statistics

Median Household Income

The overall median household income (MHI) for the state of
Illinois is $46,590 while the Cook County MHI is slightly lower at
$45,922. The MHI’s decrease as we narrowed our focus to Chicago and
the aforementioned Latino neighborhoods. Chicago’s MHI is $38,625,
much lower than County’s MHI. As we move to the Latino communities,
we continue to witness this decrease. The MHI’s in these communities
are as follows: Logan Square, $36,515; Humboldt Park, $28,795; Little
Village, $32,632; Pilsen, $27,889; South Chicago, $28,600. There is an
evident relationship between median household income and homeowner-
ship. As we study Latino communities, we notice lower MHI’s and, in
turn, their residents are less likely to be homeowners. Are there other
reasons that we can attribute with the low percentage of homeowners in
Latino community? Most definitely. Yet, these reasons tend to be more
subjective and require more investigation and interaction with members
in these communities to help explain this phenomenon.

There are some interesting findings in this study, however. In
two of the target Latino communities, Humboldt Park and Little Village,
Whites have a lower Median Household Income than Latinos. With this
in mind, the White populations in these two areas still have a higher per-
centage of homeowners.
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Median Houshold Income by Area
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Best Practices for Mortgage Lenders

Latino staff that can fluently speak Spanish should be hired. In
addition, cultural diversity training should be implemented to assist those
who aren’t familiar with the Latino community. This will help avoid un-
intentional discriminatory actions. However, should these actions occur
they should be dealt with appropriate discipline and/or training.

Affordable Mortgage Products

After lenders have successfully evaluated their potential client
base and prepared for serving them they should provide appropriate
mortgage products. Low to moderate-income earning individuals tend to
have trouble gathering funds for a down payment and may not qualify for
such products because of bad credit. Additionally, many undocumented
immigrants may not have the proper identification, which, consequently,
further complicates proving credit history.

Programs must be tailored around such needs to lure Latinos in
these target areas. Lenders and their respective institutions should inter-
nally offer flexible programs with lower interest rates. These programs
may also be provided by working with non-profits like Fannie Mae and
Freddie Mac as well as government sponsored programs through the state
of lllinois and the city of Chicago. Other characteristics of these pro-
grams may include: down payment and closing cost assistance, allow
credit blemishes, acceptance of non-traditional credit histories, not re-
quiring PMI (Private Mortgage Insurance), reduced monthly payments,
subsidized second mortgages and acceptance of the ITIN (Individual
Taxpayer Identification Number) for identification purposes. This assis-
tance is necessary for these individuals, many of whom are first time
homebuyers. Matrices of programs geared toward this population are
shown on the following pages.

Education and Counseling

Another useful tool in servicing this group is the application of
homebuyer education and counseling. Lenders must be knowledgeable of
these services because they can greatly enhance the relationship they
have with their clients while preparing them for the home buying proc-
ess. This financial literacy review will make the client a better, more re-
sponsible consumer. Lenders must either be willing to offer these classes
or collaborate with groups in the community who do. The location and

(Continued on page 20)

Neighborhood Statistics

Why should this matter? Despite the monetary advantage Latinos have in
Humboldt Park and Little Village, they are still less likely to be home-
owners. This is a very important revelation in that financing a home is
one of the most important wealth building vehicles. Predatory Lending
and Foreclosure resulting from such practices may be a cause of this real-
ity. Abusive lending practices may add to the distrust many Latinos have
for banking institutions, therefore, decreasing the amount of Latinos try-
ing to reach homeownership status. Latinos also face other disadvantages
that hinder the possibility of becoming homeowners. According to the
National Council of La Raza, “Latinos are more likely to finance a home
purchase with an expensive mortgage product and are less likely to refi-
nance, which often can lower the cost of a mortgage.”

As we have studied the demographic realities and trends, we
discover many reasons for the low rate of homeownership in Latino
Communities. Once we gather information on the different areas in our
study, we see trends of lower income and homeownership rates in our
target communities. Low-income rates normally indicate a lower capabil-
ity of being able to purchase a mortgage and maintain regular payments.
However, when members of another group have high homeownership
rates despite the fact that they earn less, we can infer some reasons for
this. The lack of financial literacy in this community creates a tremen-
dous setback for Latinos, as building equity through a mortgage can help
increase their income. Awareness of programs that promote financial
awareness must be presented. Lenders, Realtors, and housing counselors
that service Latinos must utilize these tools to close this gap of inequality
by promoting wealth building practices in these communities.




Affordable Mortgage Products

Best Practices for Mortgage Lenders

Below is a listing of mortgage products directed toward low to
moderate income Latinos that assist in obtaining homeownership. They
must first go through pre-purchasing counseling, which will guide them
through the prerequisites of obtaining a loan and references to lending
institutions and mortgage products. Credit restoration and financial liter-
acy classes may be necessary. Condominium purchasers must receive
condominium counseling in addition to homebuyer counseling. They
must then meet with a lender to obtain a mortgage loan approval. Here
are some mortgage products that are made available for this group.

IHDA Programs and Tax Smart

Among some of the mortgage products that are directed toward
Latinos, the Mortgage Revenue Bond (MRB) and Mortgage Credit Cer-
tificate (MCC) programs are widely acclaimed by its provider, the Ili-
nois Housing Development Authority (IHDA). These housing assistance
programs, offered by the IHDA, aid in the home purchasing process.
These programs are targeted for first-time buyers that meet certain re-
strictions. The MRB offers a 30-year fixed rate mortgage with interest
rates approximately half a percent below market rates. The MCC assists
by offering a tax credit, which allows borrowers to reduce their federal
income tax liability by up to $2,000 a year. The federal income tax credit
received is equal to 25% of interest paid or accrued on the first mortgage
loan with which the recipient finances the acquisition of the residence.
However, this percentage is subject to change. This program is very simi-
lar to the Tax Smart program offered by the city of Chicago. Applicants
may use Tax Smart with a Rehab Loan and receive up to 50% in tax
credit, rather than the 25% or $2,000. However, qualified participants
may only use one IHDA housing assistance program, as they do not al-
low “double dipping”. Accordingly, an applicant may not use Tax Smart
with IHDA’s MRB program, as they both use state funds.

Both the MRB and MCC programs are excellent sources of aid,
depending on the customers situation or savings preference. In addition
to these programs, IHDA offers many other programs to assist lower in-
come families buy a home.

Helping low to moderate income Latinos achieve the dream of
obtaining homeownership entails many things before serving them. Ser-
vice providers helping this group must first become knowledgeable of
this group and their needs in order to begin the process of buying a home.
They must also be aware of the tools and resources available that will
further assist in this process. This next segment will focus on the best
practices for counselors, lenders, and Realtors when serving members of
the Latino Community.

Mortgage Lenders

As Latinos continue to grow in massive numbers their market
value maintains a steady increase. Special attention is needed for lower to
moderate income Latinos in the Chicago area, as it is a diverse popula-
tion with different needs. Mortgage products should be tailored to un-
documented immigrants as well as second or third generation Latinos
who find themselves in a financial burden. Lenders must recognize the
importance of serving these individuals and follow certain guidelines.
Their respective banks must reach out to the community in order to gain
these potentially lucrative clients.

Outreach
Before a lender can reach out to communicate a desire for a

business relationship he/she must first study their target group. One must
keep in mind that the Latino community, in itself, is very diverse. Within
each area, the language, whether it is English or Spanish, is spoken dif-
ferently. The median income may also vary. These, among many other
characteristics, must be examined carefully in order to know which prod-
ucts to offer and accurately market them.

Fair Lending

As mentioned previously, many residents of the Latino commu-
nity may have distrust with lenders and financial institutions. Conse-
quently, it is imperative that lenders stress that they are proactive in fair
lending. They may do this in a number of ways. Foremost, upper man-
agement must be in accordance with fair lending and marketing that fo-
cuses on products made specifically to help them obtain homeownership.
These two items on the “checklist” demonstrate the effort lenders and
their institutions are putting forth. With these items checked, lenders can
now do other things that will further gain their trust.




Individual Taxpayer Identification Number

The Individual Taxpayer Identification Number, or ITIN, is a
card distributed by the Internal Revenue Service (IRS) to those who are
not eligible to receive a Social Security card but must have taxpayer identi-
fication. These were initially intended for federal tax reporting only but
many banks have accepted these forms of identification to be able to iden-
tify undocumented immigrants and evaluate their tax paying patterns. Con-
sequently, ITIN loans have come about to serve this population. These
loans tend to have higher interest rates because of the perceived risk in-
volved with serving a client that may not be able to thoroughly prove their
credit history and may face deportation. Recently, some banks have be-
come “Acceptance Agencies” and assist their clients in obtaining this form
of identification.

Usually, banks require that their clients have the ITIN for two
years in order to qualify for an ITIN loan. They may also review a clients
credit history by observing non-traditional credit such as rent, utility, cellu-
lar phone, and furniture payments to determine whether the client has ade-
quate spending habits. Many difficulties arise when serving the undocu-
mented. Clients may, at times, use a false identity and social security num-
ber. This poses many problems because it decreases the reliability of that
credit evaluation. ITIN loans, however, open the doors to many hard work-
ing immigrants that need a wealth building driver to lift them out of low
income status. Lenders may also note that the founding fathers that issued
ITIN loans can attest to the value of these loans. James Maloney, Chair-
man of Mitchell Bank in Milwaukee, WI, says of ITIN mortgage loans:
“These are our best-performing assets. These are folks who are apprecia-
tive of the fact that we're willing to take a chance on them.” Mitchell Bank
says it has never experienced a default on the roughly 100 ITIN loans it
has issued and they have only recorded two late payments during it’s four
year existence.

When considering serving the Latino community in Chicago,
lenders, Realtors and housing agencies must be aware of the fact that a
significant proportion of this population is undocumented. Because of this,
an effort to promote homeownership includes this group of Latinos and the
ITIN is the most useful tool for them to gain access to a mortgage loan.

Affordable Mortgage Products

American Dream Down Payment Initiative

The American Dream Down Payment Initiative is a Housing
and Urban Development (HUD) sponsored program that helps partici-
pants with down payment and closing costs. This program is only avail-
able for Section 8 Clients. They can receive up to $10,000 in grant
money, which can be used in combination with other programs. After 5
years, it is forgivable and does not need to be repaid. This program, just
as the MRB and MCC, are exclusively for first-time homebuyers.

New Homes for Chicago

This program is intended to revitalize neighborhoods. It has
approved over 65 developments in its 11 years of existence. There are
select properties available in North Lawndale and South Chicago for pur-
chase under this program. The program provides deep subsidies for the
buyer. $10,000 is automatically credited directly to the developer and
buyers can qualify for up to $30,000 credit towards sales price depending
on income and family size. The residency requirement for these grants is
10 years. Clients can combine the American Dream Down Payment Ini-
tiative or Tax Smart/MCC with New Homes for Chicago.
Chicago Partnerships for Affordable Neighborhoods

This program is a partnership between Department of Housing
of the city of Chicago and developers that is intended to ensure afford-
able condominiums. CPAN operates in participating communities of Chi-
cago and only deals with condominiums. Developers involved in this
program provide homes at write down prices between $139,000-165,000,
significantly below the market rates. According to the Department of
Housing, “the difference between the market value and the affordable
price is recaptured as a junior mortgage, assigned to the Chicago Low-
Income Housing Trust Fund.” This second mortgage is paid upon sale of
the property or after the 30-year term is completed at a 3% flat rate.

In order to be qualified, clients must meet the income and fam-
ily size requirements and have completed homebuyer counseling from a
certified homebuyer counseling agency. Qualified applicants can receive
up to $40,000 in purchase price assistance; however, there are recapture
provisions. The commitment in this program is heavier than the previ-
ously mentioned programs. The applicant must stay in the property for at




Affordable Mortgage Products

Promoting Financial Literacy

least 10 years. During the 10 years, this money is forgiven yearly on a
pro-rata basis. For example, if the applicant receives $30,000 in assis-
tance and moves out of the property in 5 years, they are required to repay
$15,000. In addition, any assistance received cannot be used for upgrades
on their condominiums.

A

Publicly funded programs like these help many families achieve
the dream of buying a home. Housing agencies, lenders, and Realtors
alike, must work cooperatively in an effort to service these users. As a
member of each of these groups, they must all be aware of the effects of
using each of the programs and they must be translated to the client.
More often than not, first-time homebuyers may not be familiar with
mortgage lending terminology. In addition, service providers must make
sure their clients fall under all the prerequisites to make certain that they
are qualified. Being knowledgeable on these publicly funded programs is
an example of the Best Practices for serving the Latino community.

Financial Literacy Education Workshop

The root of many of the problems Latinos face when struggling
to obtain homeownership lies in the lack of financial literacy and money
management skills. Nearly half of Latinos in the U.S. do not have bank
accounts and have little understanding of their finances. Although the
many Latinos in Chicago deal with different monetary dilemmas and
situations, the stress can be lessened with the introduction of financial
education services. A program such as Money Smart, created by the
FDIC, introduces the basic functions of money management and contin-
ues by highlighting the importance of budgeting, understanding credit,
investments, predatory lending, and the homeownership process. This
broad money management tool can help introduce crucial, wealth build-
ing tactics. Realties, housing agencies and financial institutions alike
should implement useful tools like Money Smart and consider certifying
their clients so that they are better prepared for maintaining their fi-
nances. These are the training modules Money Smart goes through:

Bank on it: Introduction to bank services

Borrowing Basics: An introduction to credit

Check it out: How to choose and keep a checking account
Money Matters: How to keep track of your money

Pay yourself first: Why you should save, save, save

Keep it safe: Your rights as a consumer

Borrowing Basics: How your credit history will affect your
credit future

8. Charge it right: How to make a credit card work for you

9. Loan to Own: Know what you’re borrowing before you buy
10. Your own home: What homeownership is all about

NogkrowprE

Following a curriculum similar to this will not only help the
client through the home buying process, but also better prepare them for
other financial hurdles they may encounter. The introduction of these
services may also build a bond of trust with the client, as it demonstrates
intent to help. These resources should also be made available in Spanish
because of the vast demand. In addition, these financial literacy classes
should be taught by bilingual staff that will keep the clients interested in
the material and motivated to continue with the program.




