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The COVID-19 pandemic and related economic downturn have
accelerated the existing housing affordability crisis for renters and
homeowners, exacerbating longstanding inequities and pre-existing
economic stressors on households. As of 2019, an estimated 37.1 million
US households, nearly one in three, spent more than 30 percent of their
income on housing. Of those, more than seventeen million spent greater
than 50 percent of their income on housing costs.! As the demand for
affordable housing continues to outpace the supply across the country,?
rising housing prices make it increasingly difficult for many individuals
and families to afford and sustain housing, especially housing located

in opportunity connected communities with greater access to jobs and
economic mobility. This has had an outsized negative impact on those
most at risk of housing insecurity before the crisis—Black and Latinx
households and people earning low incomes®*—and has delayed or
precluded homeownership, which has been a key driver of amassing
generational wealth for many Americans.*

SOLUTION

Today, the dramatic increase in the number of renter households at risk
of eviction and homeowners unable to pay their mortgages has acutely
impacted Black and Latinx households® who were already more likely
to be cost-burdened.® More than half of these households have faced
unemployment, lost income and experienced difficulty making rent’

or mortgage payments during the pandemic.® According to research
from the JPMorgan Chase Institute, even prior to the pandemic, renters
experienced more volatility in their labor income than homeowners.?

While many homeowners have been covered by COVID forbearance
protections, Black and Latinx homeowners are slightly more likely to
have mortgages not covered by forbearance protections.!® At the same
time, pandemic-driven unemployment, which has disproportionately
impacted Black and Latinx workers, has increased the risk of missing
mortgage payments among existing Black and Latinx homeowners.!!
Long-term financial instability, a supply gap in affordable homes for
purchase, and rising home prices continue to decrease the number of
Black and Latinx individuals and families becoming homeowners.

JPMorgan Chase supports comprehensive and transformative evidence-based policy reforms that improve household stability weakened by the pandemic
and increase the availability of and equitable access to affordable housing near economic opportunity for renters and homeowners. Both affordable
rental housing and sustainable, affordable homeownership located in opportunity connected communities are essential to improving overall affordability
and household stability in the housing market.”? Effective solutions should span the rental housing and homeownership markets to bring about structural
changes in the broader housing ecosystem.® Policymakers can address COVID-induced instability and long-term recovery for renters and homeowners by
closing the gaps that leave cost-burdened households vulnerable to economic shocks. This requires a multi-faceted approach, including advancing policies
that effectively produce and preserve more housing units at lower costs, supporting common sense regulatory reforms to increase availability of sustainable
mortgage credit, and removing bias-based barriers that have impeded people of color from fully participating in the housing market.

To advance equitable access to stable, affordable, opportunity connected To increase equitable access to stable, affordable, sustainable

rental housing, we recommend the following policy solutions: homeownership, we recommend the following policy solutions:

= Expedite execution of better targeted rental assistance. = Build on COVID-19 protections to effectively support homeowners.

= Incentivize eviction reforms that improve outcomes for tenants and = Simplify loan servicing standards.
landlords and establish a national eviction tracking databhase. = Leverage public funds to help homebuyers meet down payment

= Increase funding for effective affordable housing production programs. requirements.

= Incentivize investments that increase economic opportunity in = Expand funding to increase supply of affordable homes for purchase.
communities that have experienced disinvestment. = Advance reforms to increase mortgage market liquidity and improve

= Remove barriers to affordable rental housing production in opportunity access to affordable sustainable mortgages that better serve people of

connected communities. color and low-income borrowers.
= Mitigate source of income discrimination. = Encourage federal housing policies that advance fair housing and

= Support Fair Chance Housing for people with criminal backgrounds. mitigate bias in the home valuation process.
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ADVANCING EQUITABLE ACCESS TO STABLE, AFFORDABLE,
OPPORTUNITY CONNECTED RENTAL HOUSING

The rental housing crisis is driven by an affordability challenge comprised
of a supply side gap in available affordable housing and demand side
income inequality due to the inadequate and unstable income of many
renters. On the supply side, the United States has a shortage of nearly
seven million rental housing units for extremely low-income renters*
Further compounding supply shortages, an estimated 2.2 million
affordable units are at risk of being lost by 2025, in many cases due to
expiring affordability requirements.” From 2001 to 2018, rents increased
13 percent while median renter household income rose just 0.5 percent,®
leading to demand side income constraints. Today, over half of Black
and Latinx renter households are cost-burdened,”” and even with the
provision of federal rental assistance, millions of renter households are
estimated to be at risk of eviction due to the availability and timing of
the funding.'® Economic instability of tenants also threatens the viability
and stability of landlords of existing affordable units, especially owners
of units that are affordable in the local market without subsidy.'” These
challenges can be addressed by targeting and stabilizing economically
vulnerable renters, preserving existing affordable housing, producing
new affordable housing units efficiently at lower costs, and mitigating
bias in the rental market to ensure all renters have access to affordable
and safe housing connected to jobs and opportunity.

RENTER STABILITY

Renters are more likely to be employed in industries and jobs with
significant COVID-related layoffs,?® and are less likely to have a savings
cushion that could help them safely weather the economic shock of long-
term unemployment. JPMorgan Chase Institute research has shown that,

compared to homeowners, renters were on weaker financial footing prior
to the pandemic and experienced greater job losses and labor income
declines during the downturn.?! Data from the May 2021 Census Bureau
Household Pulse Survey show that 10.9 million households —nearly 15
percent of all adult renters—reported not being caught up on rent and
uncertainty about future payments. During the same period, 29 percent of
Black and Latinx households, nearly double the national average, reported
arrearages and continuing economic hardship.?? Over 3.3 million renters
have received a notice or threat of eviction since the beginning of the
pandemic, with Black and Latinx renters, particularly Black women, more
likely to have received a notice than White renters.?

Tenants’ inability to pay rent also threatens landlord economic stability.
Landlords who own and operate two- to four- and five- to fifty-unit
buildings make up the majority of the nation’s existing affordable housing
stock and serve a critical role in providing housing to lower-income renters.
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Individual investor landlords own 40 percent of small scale rental property
units. Of those, close to one-third are low- to moderate-income individuals
whose property income constitutes up to 20 percent of their total
household income.* The loss of rent represents a significant income shock
for these smaller landlords. This is especially true for landlords who do not
have a mortgage but continue to have operating costs like taxes, insurance,
and maintenance, and for whom rent proceeds are a primary source of
income. Support for these landlords is therefore critical to preserving the
national affordable housing stock and preventing an even more severe
affordable housing crisis in the future that could result if these landlords
are unable to maintain ownership of these units.> JPMorgan Chase
continues to support distressed landlords with mortgage forbearance,
encourages collaborative relationships between tenants and landlords,
and offers resources to landlords on working with tenants and utilizing
available rental assistance programs to help keep tenants housed.

Expedite execution of better targeted rental assistance

The JPMorgan Chase Foundation supported the Urban Institute’s Housing
Action Research Collaborative that developed recommendations to
support state and local policymakers in designing and implementing
effective housing responses to the COVID-19 crisis and conducted
research to inform how policymakers could address the looming eviction
crisis. These policy recommendations include:

= Streamlining the application process and limiting documentation
requirements for tenants and landlords.

= Prioritizing assistance to tenants disproportionately impacted by the
pandemic recession with the most urgent need and to tenants of the
most economically impacted landlords.

= (oordinating with state and local agencies that manage other federal
assistance programs to simplify access for federal aid recipients.

= Providing small landlords full funding for lost rents and direct
assistance for overhead expense arrearages, including utility costs,
tax payments, and pandemic-related operational and maintenance
expense increases.

= (Conditioning direct assistance to landlords for unpaid rents and
operational expenses on keeping tenants housed.

= Connecting recipients of rental assistance with programs that offer
ongoing housing counseling, including education and counseling
that prepare renters for future homeownership, to ensure long-term
housing stability for cost-burdened households.
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Incentivize reforms to improve eviction outcomes and data tracking

Before the pandemic, nearly one million renters were evicted from
their homes every year with Black renters twice as likely to be evicted
than White renters in some counties.?® While the economic impacts

of COVID-19 have put more cost-burdened households at higher risk

of eviction, instability in Black and Latinx households, who faced a
disproportionately higher risk of pre-pandemic cost burden,” has been
further compounded by higher rates of pandemic-related long-term
unemployment.?® JPMorgan Chase Institute research has shown that 22
percent of renters experienced a greater than 10 percent drop in total
income during the pandemic, even after accounting for government
supports. But, unlike single-family mortgage holders, renters did

not have a forbearance safety net, which has exacerbated economic
vulnerabilities for both renters and landlords.

The efficacy of eviction systems, which are managed at the state and
local level, can have cascading economic effects on public resources
deployed to support evicted individuals and families as well as lasting
financial and psychological consequences on those evicted, reinforcing
existing cycles of poverty. Policymakers can advance reforms to support
individuals facing eviction and better implement fair eviction standards
that ensure stability for economically vulnerable tenants and landlords,
including:

= |ncreasing funding for existing programs such as the Emergency
Solutions Grant program to assist people who are facing eviction or
are already unhoused. Funding could expand access to much needed
homelessness and eviction prevention and diversion programs, legal
assistance services that help renters navigate their housing options
and rights, emergency shelter, and rapid re-housing.

= Incentivizing states to reduce preventable evictions by establishing
eviction diversion programs, applying eviction principles (such as
right to counsel) that protect tenants from unlawful eviction, and
ensuring a balanced and predictable eviction process.

= Establishing a National Eviction database as recommended in the
Eviction Crisis Act of 2019; collect and track standardized state and

local level eviction data to better inform policy decisions.

RENTAL AFFORDABILITY

As rental housing development costs have nearly doubled over the

past twenty years,”” worker wages have barely risen in many cities,*
putting affordability out of reach for nearly 24 million cost burdened
renters in the US.* COVID-19 pandemic layoffs have further depressed
worker incomes,* especially for those at the lowest income levels,* and
have contributed to work delays and supply chain shortages that have
slowed the pace of production and fueled steeper rises in development
costs.** State and local government zoning and regulatory barriers,
such as density limits and parking or setback requirements, continue
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to put upward pressure on the cost of housing production,® while the
federal funding necessary to stimulate increases in affordable housing
supply has lagged behind affordable housing demand. In addition, over
four million new rental households formed from 2010 to 2019, including
many households led by higher income earners, increasing demand for
higher-end apartments® and contributing to a shift in new construction
to more costly units.”’ To combat these problematic trends policymakers
can lower costs and increase the volume of affordable rental housing
production by increasing funding to build and preserve affordable
housing, incentivizing private investment in affordable housing, reducing
household cost burden, and removing zoning and land use barriers.

Increase funding for effective affordable housing production programs

The Low-Income Housing Tax Credit (LIHTC) program is the largest
funding source for producing and preserving affordable rental housing.*®
Congress passed legislation in December 2020 which enhanced the LIHTC
program by stabilizing the four percent credit with a permanent floor and
increasing funding by $1.1 billion in credits for communities impacted by
disasters.*

= Policymakers should further expand and stabilize the LIHTC program
by supporting the Affordable Housing Credit Improvement Act of
2021 (AHCIA), designed to maintain financial stability for housing
developments while incentivizing investment and targeting funding
to produce more affordable housing for the most cost-burdened
households, households of color, and low-income households. These
reforms are estimated to finance up to 2 million additional affordable
rental units over ten years.*°

= At the state level, policymakers can direct the increased flow of LIHTC
credits resulting from the AHCIA to better serve populations facing
the greatest affordability challenges by reforming Qualified Allocation
Plans to prioritize development of housing affordable to low- and very
low- income households in opportunity connected communities.

Incentivize investments that increase economic opportunity in
disinvested communities

Every individual and family should be able to live in a community that
offers access to opportunity, yet 14 million people live in neighborhoods
with concentrated levels of poverty that stifle economic mobility.* It is
critical to create more economic opportunity where these individuals and
families live today. While the New Markets Tax Credit (NMTC) program

is not a housing development program, it is a proven and effective tool
to expand local tax bases, support small businesses, increase access

to amenities and services,* and combat long-term disinvestment in
low-income communities and communities of color that limits access to
economic opportunity. To attract the investment necessary to increase
opportunity in historically underserved communities, policymakers can
enact the New Markets Tax Credit Extension Act of 2021, which will make
permanent the NMTC and $5 billion in annual credit authority.
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Remove barriers to affordable rental housing production in opportunity-
connected communities

Restrictive planning and zoning policies, in many cases an enduring
legacy of redlining and other race-based housing policies,” constrain
density, artificially restrict housing supply, and have driven up housing
prices** by an estimated 56 percent above construction costs in some
localities,* which negatively and disproportionately impacts low-income
people and people of color.*® These policies have also contributed to
and sustained Black-White residential segregation,” a driver of racial
economic inequality.** Removing these barriers can increase production
of affordable housing for people with low incomes in opportuni-
ty-connected communities. Policymakers can support legislation that
incentivizes states and localities to reform restrictive zoning and land use
policies such as:

= The Housing Supply and Affordability Act, which would reward local-

ities that design and implement comprehensive housing policy plans
to increase the affordability and supply of housing. The legislation
would provide $300 million in annual planning and implementation
grants to states and localities to help them reduce zoning and land
use barriers to housing development.

= The Yes In My Backyard Act, which would require localities receiving

Community Development Block Grant funds to file a report every five
year that details their progress in adopting certain local policy reforms
that mitigate burdensome and/or discriminatory land use regulations.

= At the state level, policymakers can eliminate zoning preemption laws
that prohibit localities from enacting land use reforms to increase
density in opportunity connected communities. Policymakers could
also establish by-right development and streamlined zoning approval
processes for LIHTC and other affordable multifamily housing that
is constructed in environmentally safe, opportunity-connected
communities. In addition, states and localities can advance zoning
reforms that enable development of missing middle homes, that is,
smaller-scale, low-rise, multiunit homes, like Accessory Dwelling
Units, duplexes, triplexes, and low-rise apartments, which add density
and bolster local affordable housing supply.*

EQUITABLE ACCESS TO RENTAL HOUSING

Access to safe, stable, and affordable housing in opportunity
communities is a critical first step in achieving economic mobility. Yet
many people who receive housing vouchers, as well as people who have
criminal backgrounds, often face obstacles in securing such housing.

Mitigate source of income discrimination

Approximately 2.3 million renters utilize the Housing Choice Voucher
(HCV) program to secure safe, stable housing.*® This benefit helps
households manage cost burden and offers flexibility to access
market-rate housing in opportunity rich neighborhoods of their choice,
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in turn improving intergenerational economic mobility.* But landlord
participation has been declining by 10,000 landlords annually since 2010,
and as a result voucher holders struggle to find housing with willing
landlords, especially in opportunity-connected communities.” Source

of income (SOI) discrimination, the refusal to rent to individuals based

on their reliance on federal assistance income, is prohibited by some
states and localities;>® however, income source is not a protected class
under the Fair Housing Act. The voucher program disproportionally
serves protected groups (69 percent of voucher holders are nonwhite,
and 23 percent are people with disabilities),>* thus SOI discrimination
produces discriminatory outcomes for protected classes.® Mitigating

SOl discrimination can be an effective approach for advancing equitable
access to housing and can help support economic viability of housing
developments during economic downturns.*® JPMorgan Chase found that
developments that accepted HCVs performed better during the pandemic
than those that did not.

= Policymakers can advance legislation such as the Choice in Affordable
Housing Act to attract private landlord and housing provider
participation in the HCV program by streamlining application and
review processes and offering incentives like signing bonuses for
landlords who own property in opportunity-connected census tracts.

= Policymakers can also consider legislation that would amend the Fair
Housing Act to add SOI status as a protected class, helping to ensure
equal opportunity and access to affordable housing and opportuni-
ty-connected communities for voucher holders.

Support Fair Chance Housing for people with criminal backgrounds

Secure housing is a critical first step to attaining economic stability for
the one in three people in the United States with criminal records and
for those reentering the community from prison or jail. Secure housing
can help break cycles of recidivism, incarceration, and homelessness.*
Formerly incarcerated people are ten times more likely than the general
public to become homeless.*® Re-entry housing support can help close
the revolving door of incarceration exacerbated by municipal policies
that can criminalize homelessness.” Improving access to stable,
affordable housing significantly increases the likelihood that a person
leaving prison or jail will find and retain employment and rebuild
supportive social networks. Improving economic stability among people
with criminal backgrounds can also improve public safety.® However,
criminal background checks in housing applications continue to be a
barrier to accessing stable, quality housing® and have a greater impact
on people of color®” due to disproportionate rates of traffic and street
stops, arrest, conviction, and incarceration of Blacks and Latinx people
in the US.* Policymakers could advance the following reforms to reduce
barriers to accessing safe, affordable housing and decrease housing and
economic insecurity for people with criminal backgrounds:
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= Ban the Box®* to remove criminal background checks from housing
applications and prohibit public housing authorities and owners of
federally assisted housing from screening out applicants solely based
on their involvement with the criminal justice system.

= Establish fair uniform national standards for public housing approval
by limiting the length of “look back” periods that local housing

agencies may sometimes use to disqualify individuals with criminal
records despite having served the required incarceration time.

Ensure individuals have or receive valid photo identification upon
release from prison or jail to remove barriers to accessing housing
and employment when reentering communities.

INCREASING ACCESS TO AFFORDABLE, SUSTAINABLE HOMEOWNERSHIP

Affordable, sustainable homeownership is an important component of a
functioning housing market and is, for many families, integral to building
household wealth. However, for too long housing market discrimination
has limited access for Black and Latinx families to the savings and

wealth benefits that accrue from intergenerational homeownership. This
makes it more difficult for Black and Latinx individuals and families to
purchase homes and sustain homeownership themselves. Home equity is
a significant component of wealth for many individuals and families, and
the basic economics of equity and appreciation in homeownership offers
the opportunity for people from all demographics to build wealth over
generations.® However, as a result of uneven access to homeownership,
the homeownership disparity between White households and Black and
Latinx households continues to grow; the current 30 percentage point

gap between Black and white homeownership is larger now than it was
in 1968, when housing discrimination was legal.® Worsening housing
market conditions, including supply shortages of affordable homes

for purchase and rising prices, as well as barriers to meeting down
payment requirements and tighter credit standards, have put sustainable
homeownership further out of reach for more Americans, especially
Black and Latinx people and people earning low incomes.

Building wealth through homeownership requires that individuals and
families be able to afford a home, qualify for a mortgage, avoid default,
and maintain ownership through difficult economic times. But when
Black and Latinx people are able to purchase homes, several key factors
exacerbate economic instability, including labor market discrimination
and greater likelihood of employment in low-paying jobs with limited
benefits.” These factors also limit savings, wealth,®® and access to
credit,®” in turn leading to higher overall cost of mortgage credit and
higher overall cost of homeownership.”® Since March 2020, as a result of
income loss, health emergencies, and the increased debt burden brought
on by the pandemic, Black and Latinx homeowners, homeowners with
low income, and homeowners with little to no emergency savings are at a
greater risk of missing payments and losing their homes.
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While not everyone can or should pursue homeownership, there is
significant opportunity to build a more equitable housing market

by employing evidence-based policies to help homeowners with

limited financial cushion weather economic shocks, enacting common
sense reforms to ensure liquidity in the mortgage market, and
removing barriers to safely expand access to credit and sustainable
homeownership for Black and Latinx homebuyers as a part of a broader
effort to close the racial homeownership divide.

HOMEOWNER STABILITY

The COVID-19 pandemic significantly impacted portions of the US labor
market, threatening homeowners’ ability to remain current on their
mortgages.”! In June 2020, mortgage delinquency rates peaked at 8.5
percent, the highest level since 2011, as 4.3 million households fell
behind on their monthly payment.> Mortgage forbearance directed
through the Coronavirus Aid, Relief, and Economic Security (CARES) Act
and a subsequent forbearance extension provided many homeowners
with up to eighteen months of payment relief, which helped many
households hold on to their homes through the worst of the crisis.”?
Forbearance rates, which peaked in May 2020 at 9 percent continue

to steadily decline.”* As of April 2021, nearly two-thirds of forborne
homeowners have exited forbearance and those that remain are likely
the most economically vulnerable homeowners.”” JPMorgan Chase
Institute research found that homeowners in forbearance not only had
lower labor income and much lower levels of liquid assets than those
not in forbearance but also experienced larger drops in their income and
were more likely to have received jobless benefits.

In addition, the JPMorgan Chase Institute identified little evidence of
material moral hazard of mortgage forbearance from inappropriate

use of the programs.”® These insights suggest that easily obtainable
forbearance and other supports for homeowners can help to increase
housing stability for the most economically vulnerable homeowners and
can help households respond to economic shocks, avoid foreclosure, and
stay safely housed in the midst of a personal emergency or economic
disruption without widespread risk of inappropriate use.
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Build on COVID-19 protections to effectively support homeowners

In response to the COVID-19 pandemic, government insurers and the
government-sponsored enterprises (GSEs) have introduced several
policies to better serve homeowners experiencing income disruption.
Some policies, such as the Federal Housing Administration’s (FHA'S)
new streamline modification program and Fannie Mae’s and Freddie
Mac’s appraisal flexibilities, which will sunset May 31, 2021, should be
made permanent. JPMorgan Chase has worked to increase homeowner
awareness and understanding of available mortgage forbearance and
loss mitigation options to improve outcomes for families facing financial
hardship. Policymakers can support reforms that advance stability of
homeowners facing continued economic hardship, including:

= Ensuring uniform national practices that give all homeowners access
to forbearance, regardless of mortgage product type.

= Offering homeowners clear expectations regarding the path to exit

forbearance.

= Allowing for flexibility in servicing requirements to maximize
post-forbearance assistance.

= Ensuring rapid execution of the Homeowner Assistance Fund to
provide financial and legal assistance to homeowners experiencing
hardship to help them avoid foreclosure.

At the state and local levels, policymakers can advance legislation to
protect economically vulnerable families from losing their homes in heirs
property partition sales and tax lien sales by:

= Advancing Uniform Partition of Heirs Property Act (UPHPA)

legislation, which reforms state property laws to provide fractional or
heirs property owners with basic due process protections that help
families sustain homeownership over generations, such as legislation
that has been recently introduced in North Carolina, Washington DC,

and California. Eighteen states have passed UPHPA legislation. Given
the disproportionate rates of COVID mortality in communities of
color, these protections are particularly important to help Black and
Latinx families hold on to homes following the deaths of homeowning
relatives who have died without a will.

= Leveraging recovery funds to help homeowners experiencing financial
hardship resolve tax arrearages to avoid losing their homes in tax lien
sales.

Simplify loan servicing standards

Adopting a simplified servicing model, consistent across the government
and GSEs, could allow lenders greater flexibility to assist economically
distressed homeowners and supports the overarching goal of home-
ownership stability. Policymakers can Implement consensus industry
recommendations that offer consistency and harmonize of servicing
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standards for consumers while strengthening long-term market resiliency
including:

= Aligning FHA, US Department of Veteran’s Affairs (VA), and US
Department of Agriculture (USDA) servicing rules with those of the GSEs.

= Making consistent customer care timelines and foreclosure timelines
among all government insurers (e.g., FHA, VA, USDA) and the GSEs.

= Rationalizing CFPB servicing and foreclosure regulations and standards.

= Encouraging flexibility in servicing requirements to maximize
customer assistance opportunities.

= Limiting overlaps and conflicts between regulators and among federal
and state rules.

= Enhancing protections for borrowers by modernizing the
Government National Mortgage Association’s (GNMA's) counterparty
management system to calibrate risk and ensure compliance to
better protect consumers.

HOMEOWNERSHIP AFFORDABILITY

Persistent barriers to obtaining sustainable mortgage credit and

saving for a down payment have long limited Black and Latinx
households and low-income households from accessing the dream of
homeownership. Historically, policies that blocked Black families from
accessing homeownership opportunities have also excluded Black

people from intergenerational asset-building,”” making it more difficult
for Black families to build and sustain the wealth necessary to access
homeownership.”® In the past fifteen years, rates of Black homeownership
have declined more rapidly than any other US racial demographic.”” Black
and Latinx households experienced greater levels of unemployment and
worse health outcomes in the pandemic, leaving them poorly positioned
to purchase a home, continuing a long-term trend.’®

Soaring home prices further threaten to crowd Black and Latinx
homebuyers out of the market. The pandemic housing boom ushered

in a period of unprecedented home price appreciation; in the fourth
quarter of 2020, home values rose 3.2 percent, the fastest pace on
record.® Since 2012, overall home prices have increased by 73.3 percent,
and prices for entry level homes have increased by 82.6 percent.® In
some markets, home prices have reached levels not seen since 2006.

But unlike the last spike in housing costs, buyers who have had stable
incomes in the pandemic recession have more cash, better credit, and
access to historically low interest rates. This upward pressure on prices
and the tightening of credit standards in the pandemic has added to the
pre-existing barriers to homeownership that most acutely impact Black
and Latinx households and those with low incomes.® Policy reform that
increases access to sustainable mortgage credit, supports down payment
accumulation, and increases the supply of affordable homes for purchase
can remove barriers to homeownership for Black and Latinx families and
help shape a housing market that works better for everyone.
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Leverage public funds to help individuals meet down payment
requirements

Renters report coming up with down payment and closing costs as the
main barrier to purchasing a home. And while It takes White renters on
average nine years to save for a down payment, it takes Latinx renters
eleven years and takes Black renters fourteen years.®

= Policymakers should establish a federally-backed down payment
assistance program to help address inequities in the housing
market and increase access to homeownership for Black and Latinx
homebuyers and homebuyers with low income. Effective models
could target assistance based on homebuyer income or wealth, offer
pre- and post-purchase homebuyer counseling in conjunction with
assistance, allow homebuyers to stack down payment funds from
various programs (including from financial institutions like JPMorgan
Chase) to maximize assistance, and ensure funds are available for
buyers at closing as opposed to being provided via reimbursement.

Expand funding to increase supply affordable homes for purchase

= Policymakers should support expanding the funding and geographic
reach of programs such as the US Department of Agriculture Rural
Development 502 Direct Loans for Rural Housing Program to spur
development of affordable homes for purchase. These types of
public programs can create permanent affordable homeownership
opportunities by using a subsidy to bring the cost of homeownership
down to affordable levels while sustaining affordability by setting
the conditions for resale of participating properties to future low- to
moderate-income homebuyers.

= To further support the effort to increase supply of affordable
homes, policymakers could increase flexibilities in the Community
Development Block Grant (CDBG) program to incentivize development
of starter homes and entry level affordable homes for low- to
moderate-income homebuyers in opportunity communities. These
funds could also be leveraged to incentivize developers of single
family homes to increase density by homes for ownership such
as duplexes and triplexes and incentivize existing homeowners to
construct alternative affordable housing options such as Accessory
Dwelling Units on their properties.

Increase availability of affordable and sustainable mortgages

JPMorgan Chase economists estimate that key federal reforms to open
private securitization markets for sustainable loans and encourage the
GSEs to meet Duty to Serve commitments could increase the availability
of mortgages to consumers, increase access to homeownership for Black
and Latinx homebuyers, and add $500 billion of additional purchase
mortgages to the market.

Policy Recommendations for Affordable Rental Housing and Homeownership

Encouraging reforms to safely leverage private capital in the mortgage
market for sustainable loans would increase market liquidity and can
help foster a level playing field between government agencies and

the private sector. The resulting increased competition would enable
diversity of choice and mortgage product innovation to the benefit of
historically underserved communities. Policymakers can support reforms
including:

= Accelerating the pace and implementation of regulatory initiatives
to support home lending innovations that will enable financial
institutions to safely leverage private capital to ensure increased
sustainable mortgages for Black and Latinx homebuyers.

= Revising the operational criteria for a traditional securitization of
assets that remain consolidated on balance sheet to recognize risk
transfer using Consolidated Securitization Risk Transfer Structure
(CSRTs). CSRTs will broaden the investor base and increase liquidity,
including making mortgages more attractive to Environmental, Social,
and Governance (ESG) investors; ESG bonds can play an important
role in increasing access to credit for Black and Latinx customers.

= Resolving the definition of Qualified Mortgage (QM) in @ manner
that offers flexibility to achieve QM status and supports the return of
private capital to the mortgage market.

To better serve affordable market segments and increase access to
GSE loan products policymakers can advance reforms and regulatory
guidance including:

= Encouraging the GSEs to advance pilots to test strategies to
expand access to credit; potential pilots include those that evaluate
establishing mortgage reserve accounts, counting rental payment
history, and considering more inclusive and diverse sources of
household income.

= Clarifying the applicability of the Fair Housing Act on Special
Purpose Credit Programs (SPCPs) established under the Equal Credit
Opportunity Act/Regulation B, to encourage financial institutions
to offer SPCPs, which provide a mechanism for increasing access to
credit and offering credit on more favorable terms to Black and Latinx
customers.

= Encouraging broader use of credit risk transfer (CRT) tools across all
market segments.

= Leveraging local community reach of Federal Home Loan Banks
(FHLBs) to assist with increased affordable lending and consider using
FHLBs as investors in and liquidity providers for affordable home
loans.

= Allowing GNMA pooling of all FHA and VA loss mitigation loans.

JPMORGAN CHASE & Co.



EQUITABLE ACCESS TO HOMEOWNERSHIP

The typical Black family has one-tenth the wealth of the typical White family
and while Black people make up thirteen percent of America’s population,
they hold less than three percent of the wealth. America’s persistent racial
wealth gap is both a significant contributor to and partly the result of the
much lower homeownership rate of Black households. Exclusionary policies
including historically legal segregation and discrimination in the housing
market have created structural and systematic inequities that lock many
Black and Latinx people and other people of color out of homeownership
and the economic prosperity that homeownership can support over
generations.®

To combat this history and its present day implications, policymakers
should advance legislation to address the structural underpinnings that
limit equitable access to the housing market and widen the homeownership
gap. Such legislation should prioritize reforms that reinstate Affirmatively
Furthering Fair Housing, reinforce the importance of addressing disparate
impact under the Fair Housing Act, and address the property valuation gap.

Encourage federal housing policies that advance fair housing and address
discrimination

The Brookings Institution found that homes in majority Black neighborhoods
are valued an average of 23 percent less (approximately $48,000 per home
on average) than those with few or no Black residents, even after controlling
for differences in home and neighborhood qualities such as amenities, school
performance, and crime levels.® Differences in property valuation between
homes in predominantly Black census tracts and comparable homes in
neighborhoods with similar characteristics in predominantly White census
tracts negatively impacts equity, value appreciation, and wealth building for
Black individuals and families across the US and is estimated to have cost
Black homeowners $153 billion in lost home equity value.

To reduce potential bias and discrimination in the residential appraisal
process, policymakers can support legislation such as the Real Estate
Valuation Fairness and Improvement Act of 2021, which is designed

to improve the overall quality of appraisals by harmonizing collateral
underwriting standards and providing guidance such as range of value
for similar properties in nearby geographies with limited or unavailable
comparable sales.

Reforms to the appraisal process can include establishing new anti-bias
training requirements for appraisers, allowing equal access to valuation
data and techniques, creating national standards that will allow for
responsible expanded use of Alternative Valuation Methods by the GSEs
and investors, and expanding the use of both GSE appraisal waivers plus
a property inspection and alternative methods for developing appraisals,
like hybrid and desktop appraisals.

To help mitigate the long term economic implications of residential
disinvestment on the housing stock in communities of color and low
income communities, policymakers can enact the Neighborhood Homes
Investment Act, which would create a new federal tax credit reinvestment
tool to help homeowners renovate one- to four-unit properties in

low- to moderate-income neighborhoods by providing tax credits for

the difference between cost to build or rehab and the market value the
property. This tool is especially important for revitalizing communities
that have experienced long-term economic disinvestment because it
helps address deferred maintenance in the residential housing stock.

At the state level, policymakers can support legislation such as Maryland
SB859, introduced to establish the Appraisal Gap From Historic Redlining
Financial Assistance program. This program is designed to repair

the present day economic impacts of redlining and other race-based
disinvestment policies that stripped Black communities of wealth by
providing funding to help close the gap between the cost of renovation
and the market value of homes in eligible communities.

JPMorgan Chase Path Forward Commitment: JPMorgan Chase announced that it will:

Originate an additional 40,000 home purchase loans for Black and Latinx households by committing $8 billion in mortgages; help an additional

20,000 Black and Latinx households achieve lower mortgage payments through refinancing loans by committing up to $4 billion in refinancing

loans; finance an additional 100,000 affordable rental units by funding $14 billion in new loans, equity investments and other efforts to expand

affordable housing in underserved communities.

The JPMorgan Chase PolicyCenter develops and advances sustainable, evidence-based policy solutions to drive inclusive economic growth in
the U.S. and around the world. It is powered by the firm’s unique global business resources and expertise, including data, research, talent, and
philanthropic investments. The PolicyCenter works with policy, business, and community leaders to drive effective public policy solutions at all

levels of government.

To learn more, visit www.jpmorganchase.com/publicpolicy
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