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Minnesota Housing 
 Reducing Barriers to Homeownership for Under-Served Populations 

 

The Challenge 
Minnesota has a well-documented disparity in the gap in homeownership rates between households of 
color or Hispanic ethnicity and white households. The population of people of color or Hispanic ethnicity 
in Minnesota increased 42 percent from 12 percent of the population in 2000 to 17 percent in 2010 – a 
rate three times more than the United States as a whole, and demographers project the growth will 
continue. Despite the growth of these populations in Minnesota, only 39 percent of all households of 
color own their homes, compared with 76 percent of white households. This is the largest 
homeownership gap in the country.  

At Minnesota Housing, we have a special obligation to respond to the challenge of providing 
homeownership opportunities for households of color or Hispanic ethnicity. We were created to serve 
low- and moderate-income homebuyers, and as a provider of mortgage products, we recognize the 
increasing growth of these households in our state and their desire to become homeowners and we are 
eager to shed this distinction.   
 
We focused our efforts to serve households of color and Hispanic ethnicity in all aspects of our business, 
from the first point of contact with our lending and real estate partners through training and technical 
support.  
 
Innovation – meeting the challenge with a new Business Development Team 
We established a new Business Development Team to increase our outreach and loan production for 
households of color or Hispanic ethnicity. The team reflects the diversity of Minnesota and includes 
employees with ties to the Hispanic, Asian, black American and African-born communities.   
 
The Business Development Team facilitates targeted marketing and outreach with our lending and real 
estate partners, which in turn increases awareness and commitment to these markets. They educate our 
network about targeted business approaches to highlight the lending and earning potential within these 
markets. We maintain a network of racially and ethnically diverse individuals among our industry 
partners who are focused and committed to providing homeownership opportunities to under-served 
populations.   

In addition to working with our business partners, the Business Development Team participates in 
community events throughout the year that allow them to connect with the people who are under-
represented in the home-buying market. We invite influential lending partners who represent target 
communities. For example, when we sponsored a booth at a well-attended Hmong Housing Fair, we 
invited loan officers and real estate agents fluent in Hmong to assist those attendees who did not speak 
English.    
 
Minnesota Housing responds with Production Targets and Innovative Programs 
We set homeownership targets for the percentage of households of color or Hispanic ethnicity we strive 
to support with our mortgage programs. In 2014, our target is 22 percent, and year-to-date, we have 
exceeded our goal with 23.5 percent of our borrowers being households of color or Hispanic ethnicity.   
 
Program staff monitors production numbers and reports to agency staff on a monthly basis. Whether we 
are planning large-scale program changes or deciding where the Business Development Team will make 
sales visits for the coming month, our production targets for households of color or Hispanic ethnicity 
influences these decisions.   
  



Minnesota Housing 
 Reducing Barriers to Homeownership for Under-Served Populations 

 

Targeted Counseling Program and Mortgage Product 
Tighter loan product and investor credit overlays and the implementation of new regulations have 
forced some households out of the market or into sub-prime mortgages. To combat this, we created 
two pilot initiatives designed to work in tandem to help households of color or Hispanic ethnicity who 
have the financial resources to pay a mortgage achieve sustainable homeownership. We committed 
$500,000 to counseling agencies to provide Homeownership Capacity counseling services and $10 
million for homebuyers to access Targeted Mortgage loans through non-profit originators. 

 Homeownership Capacity: intensive financial empowerment and homeownership counseling   

 Targeted Mortgage: first mortgage financing for homebuyers who are otherwise capable of 
maintaining successful homeownership, but who are unable to qualify for an industry-standard 
mortgage product 

 
The Homeownership Capacity program works intensively one-on-one with prospective homebuyers on 
financial capability and pre-purchase topics, such as: 

 Credit repair 

 Debt reduction 

 Money management 

 Applying for a mortgage loan 

 Comparing Good Faith Estimates 
 

Homebuyers who complete Homeownership Capacity training may be able to qualify for a mortgage in 
the private market.  For borrowers who cannot qualify for a standard mortgage product using FHA or 
conventional underwriting, they may qualify for a Targeted Mortgage loan by demonstrating strong 
compensating factors, such as: 

 Progress in repairing credit score 

 Limited housing payment impact (i.e., limited payment shock)  

 Two-year minimum rental history 

 Sufficient reserves 

 Minimum borrower contribution 
 
With these pilot initiatives, we believe we have a unique opportunity to identify homebuyer counseling 
best practices and mortgage qualification barriers. To our knowledge, no other housing finance agency 
offers either type of program.     
   
Emerging Markets Homeownership Initiative (EMHI) 
To effectively address the homeownership gap, we know we can’t do it alone. With the support of the 
governor, our agency convened lenders, government partners, real estate professionals, community 
groups, housing educators and counselors, non-profit housing providers and housing advocates under 
the Emerging Markets Homeownership Initiative (EMHI). The primary goal of the initiative was to create 
a business plan to increase homeownership opportunities for households of color or Hispanic ethnicity 
in Minnesota. 
 
The EMHI Business Plan included strategies employed within our business structure. We expanded and 
tailored our outreach by creating customized and targeted marketing materials and campaigns, 
restructured our mortgage loan programs and downpayment assistance options, and developed 
processes and lender support that supported these populations.  Nearly ten years after its inception, the 
strategies outlined in the EMHI Business Plan have simply become the way we do business.   

 



Minnesota Housing 
 Reducing Barriers to Homeownership for Under-Served Populations 

 

Income Calculation Changes for Loan Programs 
Historically, we had defined household income very conservatively and required the inclusion of the 
income of all household members, even those not on the mortgage. Lenders felt this income calculation 
hurt households of color and Hispanic ethnicity since they are more likely to have multiple generations 
living together or have temporary household members. The more adults in the household, the less likely 
they were to qualify for a Minnesota Housing program, even if individual incomes were low. In 
immigrant communities, additional household members were either fearful of providing employment 
information, or didn’t understand why this information was needed, due to language and cultural 
barriers.   

In response to this feedback, we researched how we could adjust our program income calculation 
guidelines within the requirements of the tax code. Program guidelines now only require the income of 
the mortgagors or spouses of mortgagors. The income of minors, temporary household members or 
extended families is no longer counted. Lenders responded positively to this change and feel it no longer 
penalizes households who happen to have additional non-mortgagors.   

Downpayment Assistance 
Our borrowers have access to three downpayment and closing cost (DPA) loans and can get up to 
$10,000 in a zero-interest, deferred loan, with 50% forgiven after six years, deferred Payment Loan or a 
Monthly Payment Loan – up to 5% of the purchase price; no maximum amount 
Eighty-nine percent of households of color or Hispanic ethnicity receive DPA. Therefore, availability of 
DPA is a key factor in accessing homeownership for these populations who often lack deep savings or 
family members with the means to contribute towards a downpayment.  
 
At the same time, purchase prices began to rise and the market shifted to a seller’s market.  With 
increased purchase prices, borrowers needed larger downpayments, and fewer sellers were willing to 
pay closing costs.  Buyers needed access to higher amounts of assistance.   
 
The two changes resulted in more households of color or Hispanic ethnicity using the Deferred Payment 
Loan.  Prior to March 31, 2014, only nine percent of our targeted households were using the Deferred 
Payment Loan, compared with 48 percent who opted for the interest-bearing Monthly Payment Loan.  
From April 1, 2014, when the changes occurred, to the present, 38 percent of households of color or 
Hispanic ethnicity now use the Deferred Payment Loan.     

Despite an extremely temperamental and tight housing market over the past several years, Minnesota 
Housing has been able to close loans for 40-50 per month for households of color or Hispanic ethnicity, 
anywhere between 22% to 32% each month overall.  Not only have our outreach and education 
methods helped us to sustain connections in those communities, that same work also strengthened our 
lending and real estate partner relationships, through the work we did to help them become better 
housing professionals in a growth market.  
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Exhibit 1 
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Exhibit 2 
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Exhibit 3 
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